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THURSDAY,  APRIL  27,  1995 

U.S.  Senate, 
Subcommittee  on  Readiness, 
Committee  on  Armed  Services, 

Washington,  DC. 

NEAR  AND  LONG  TERM  READINESS  OF  THE  ARMED 

FORCES 

The  subcommittee  met,  pursuant  to  notice,  at  9:04  a.m.,  in  room 
232-A,  Russell  Senate  Office  Building,  Senator  John  McCain 
(chairman  of  the  subcommittee)  presiding. 

Committee  members  present:  Senators  McCain,  Cohen,  Coats, 
Levin,  Glenn,  Robb,  and  Bryan. 

Committee  staff  members  present:  Richard  L.  Reynard,  staff  di- 
rector; George  W.  Lauffer,  deputy  staff  director;  and  Christine  K 
Cimko,  press  secretary. 

Minority  staff  members  present:  Andrew  S.  Effron,  minority 
counsel;  Michael  J.  McCord  and  Julie  K.  Rief,  professional  staff 
members. 

Staff  assistants  present:  Shelley  G.  Lauffer  and  Jason  Rossbach. 

Committee  members'  assistants  present:  Ann  E.  Sauer,  assistant 
to  Senator  McCain;  Dale  F.  Gerry,  assistant  to  Senator  Cohen; 
Richard  F.  Schwab  and  David  J.  Gribbin,  assistants  to  Senator 
Coats;  Matthew  Hay,  assistant  to  Senator  Inhofe;  Patricia  L. 
Stolnacker,  assistant  to  Senator  Santorum;  Richard  W.  Fieldhouse, 
assistant  to  Senator  Levin;  Suzanne  M.  McKenna  and  John  P.  Ste- 
vens, assistants  to  Senator  Glenn;  William  Owens,  assistant  to 
Senator  Robb;  and  Randall  A.  Schieber,  assistant  to  Senator  Bryan. 

OPENING  STATEMENT  OF  SENATOR  JOHN  McCAIN,  CHAIRMAN 

Senator  McCain.  Good  morning,  I  want  to  thank  all  of  the  wit- 
nesses for  making  the  time  to  appear  before  the  subcommittee 
today.  Your  candid  testimony  is  crucial  to  the  Congress'  review  of 
the  fiscal  year  1996  defense  budget  request,  and  ultimately  to  the 
future  of  our  Armed  Forces  and  our  ability  to  ensure  the  future  se- 
curity of  the  United  States  of  America. 

During  the  last  2  years,  you  have  all  provided  input  into  a  series 
of  published  reports,  the  "going  hollow  reports,"  which  I  believe 
provide  a  critical  look  at  tne  state  of  readiness  in  the  military 
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today.  The  warnings  that  you  sounded  in  those  reports  have  en- 
abled us  to  work  together  to  rectify  some  of  the  most  immediate 
readiness  shortfalls,  and  I  thank  you  for  your  candor  and  coopera- 
tion. 

Today,  I  would  like  to  approach  the  topic  of  readiness  from  a 
long-term  perspective,  readiness  2001.  I  have  selected  the  year 
2001  not  only  for  the  futuristic  implications  that  come  with  a  new 
millennium,  but  because  2001  marks  the  end  of  the  period  covered 
by  the  current  "Future  Years  Defense  Plan,"  a  document  that  de- 
scribes in  fiscal  terms  the  services  and  priorities  in  the  mid-  and 
long-term  for  our  military  forces.  I  hope  through  our  discussions 
today  to  assess  the  true  nature  of  our  Armed  Forces  in  the  year 
2001,  measuring  both  force  structure  and  readiness.  As  we  are  all 
aware,  the  end  of  the  Cold  War  has  ushered  in  an  era  of  needed 
change  in  the  way  we  view  our  national  budget  priorities. 

You  have  been  asked  to  do  more  with  less,  and  you  have  re- 
sponded admirably  during  a  period  of  time  that  has  seen  an  in- 
crease in  operational  requirements  with  substantially  diminished 
budgets  for  personnel,  equipment,  and  operations.  I  hope  to  un- 
cover during  our  discussions  today  the  extent  to  which  present  de- 
mands on  the  services  have  impaired  our  ability  to  maintain  future 
readiness,  and  how  much  of  our  future  have  we  mortgaged  to  fi- 
nance the  crisis  of  the  day. 

A  few  long-time  critics  of  the  military  have  ridiculed  our  concerns 
about  declining  military  readiness  as  Pentagon  politicking  in  the 
post-Cold  War  era.  These  critics  say  that  the  military  services  have 
inflated  the  threats  against  which  our  forces  are  structured  in  an 
effort  to  maintain  Cold  War  force  levels  in  budget.  In  view  of  the 
significant  cuts  in  defense  spending,  35  percent  over  the  past  10 
years  and  the  projected  cuts  in  the  next  2  years,  I  find  these  asser- 
tions of  politicization  of  military  requirements  to  be  ill-informed 
and  irresponsible.  Others,  such  as  four  of  our  highest-ranking  re- 
tired military  officers,  have  concluded  after  intensive  study  that  a 
serious  problem  does  exist  in  our  current  force  readiness  and  struc- 
ture. 

On  March  21,  Admiral  Foss,  Greneral  Gray,  and  Greneral  RisCassi 
appeared  before  this  subcommittee  to  present  their  report  on  mili- 
tary capabilities  and  readiness.  Their  report  concludes  that  current 
Bottom-Up  Review  force  levels  are  inadequate  to  meet  the  stated 
objective  of  fighting  and  winning  two  nearly  simultaneous  major 
regional  contingencies.  The  report  also  points  to  severe  deficiencies 
in  mid-  and  long-term  readiness  caused  by  insufficient  funding  for 
procurement  and  research  and  development.  They  concluded  that 
the  current  defense  budget  is  badly  out  of  balance.  This  is  my  prin- 
cipal concern. 

Because  of  this  imbalance,  you  have  been  faced  with  a  Hobson's 
choice  between  funding  readiness  or  funding  modernization  with 
inadequate  defense  dollars.  Your  choice  in  allocating  scarce  defense 
resources  has  been  stark — either  break  faith  with  your  troops  today 
or  potentially  put  our  national  security  at  risk  in  the  future. 

You  have  all  chosen  to  devote  the  bulk  of  your  resources  to  the 
immediate  requirement  of  being  prepared  to  meet  today's  chal- 
lenges. The  danger  this  inevitable  decision  may  entail  for  the  fu- 
ture is  difficult  to  measure. 


What  we  hope  to  hear  today  are  your  assessments  of  the  state 
of  our  Armed  Forces  in  the  year  2001  under  the  current  defense 
budget  limitations  and  priorities.  I  hope  you  will  take  this  oppor- 
tunity to  give  us  your  candid  opinions  and  recommendations  as 
well  as  clear  warnings,  if  warranted,  about  the  state  of  our  Armed 
Forces  today  and  in  the  year  2001. 

I  also  hope  that  you  will  talk  about  the  problems  you  face  when 
we  spend  billions  of  defense  dollars  on  items  that  have  nothing  to 
do  with  defense  and  its  impact  on  your  ability  to  cairy  out  your  ob- 
ligations. 

The  group  that  I  just  alluded  to  provided  some  very  interesting 
charts  whicn  I  hope  that  you  have  seen.  This  is  fighter  and  aircraft 
procurement  in  the  past  couple  of  decades,  which  comes  out  in  fis- 
cal year  1996  defense  budget  requested  funds  for  16,  I  counted 
them,  16  fixed-wing  combat  aircraft  and  60  new  combat  helicopters. 
Our  ship  deployment  is  here.  Over  the  years,  we  will  have  three 
new  combat  ships,  count  them.  Three  new  combat  ships  will  be  re- 
quested in  1996.  I  am  sure  that  General  Sullivan  can  provide  us 
with  the  same  numbers  for  tanks,  armored  vehicles. 

Zero  tanks,  is  that  correct,  General  Sullivan? 

General  Sullivan.  Yes. 

Senator  McCain.  I  mean,  and  all  of  this  has  "bow  waved"  us,  if 
I  may  use  the  vernacular,  to  a  degree  which  I  think  is  incredibly 
alarming.  The  Army  is  procuring  60  Black  Hawk  helicopters,  26  ar- 
mored gun  systems.  The  Air  Force — aircraft,  eight  C-17s,  and  two 
C-130s.  The  list  goes  on  and  on. 

Correctly,  we  nave  decided  to  make  sure  that  the  men  and 
women  in  the  military  are  adequately  paid  and  adequately  housed. 
We  have  the  kind  of  recruiting  necessary.  We  have  made,  in  my 
view,  an  incredible  tradeoff.  What  I  hope  to  get  from  the  witnesses 
today  is  the  kind  of  assessment  of  the  impact  of  this  procurement, 
which  has  sunk  to  practically  nothing. 

Before  I  ask  my  friend  Senator  Glenn  for  his  comments  and  any 
of  the  members  of  the  subcommittee  for  their  opening  remarks,  I 
again  would  like  to  note  that  two  of  the  witnesses  before  us  today. 
General  Mundy  and  General  Sullivan,  are  going  to  be  leaving  us 
soon.  Both  of  them  have  provided  dedicated  and  courageous  service 
to  their  Nation,  not  only  in  their  present  position,  but  throughout 
their  entire  careers.  When  we  sometimes  wonder  about  the  leader- 
ship of  the  military,  it  is  literally  an  uplifting  experience  for  me  to 
have  the  friendship,  the  acquaintance,  and  the  professional  rela- 
tionship with  these  two  individuals  that  all  of  us  here  in  the  Sen- 
ate have  had.  You  make  us  very  proud. 

Could  I  ask  Senator  Glenn  if  he  would  have  any  comments? 

Senator  Glenn.  First,  just  to  associate  myself  with  your  last  re- 
marks. You  gentlemen  are  people  whom  we  trust  implicitly  here  to 
give  us  straight  information,  and  you  have  given  us  straight  an- 
swers both  in  private  meetings  and  in  public  too.  When  you  have 
been  asked  to  give  the  unvarnished  truth  about  what  the  situation 
is  in  the  Marine  Corps  and  the  Army,  you  have  done  that.  To  your 
credit,  you  have  not  covered  up  anything.  Those  are  the  kind  of 
people  we  need.  You  both  have  given  extremely  long  and  dedicated 
service.  Admiral  Boorda  and  General  Fogleman  are  probably  a  lit- 
tle more  fresh-cut;  they  will  be  around  here  for  a  while.  We  look 


forward  to  the  same  kind  of  testimony  from  them  and  advice  from 
them.  We  certainly  have  had  that  from  Greneral  SulHvan  and  Gren- 
eral  Mundy. 

We  certainly  wish  you  the  best  as  you  go  on  to  other  pursuits. 
I  know  you  are  not  going  to  end  your  public  service.  You  will  just 
be  heading  it  in  a  different  direction  probably,  once  you  leave  the 
command  positions  you  are  in  now.  I  want  to  congratulate  you  for 
the  long  careers  you  have  had  and  the  great,  dedicated  service  you 
have  given. 

We  have  had  some  tough  problems  this  year.  The  chairman  out- 
lined these,  framing  the  reference  for  this  morning's  hearing.  With 
some  of  our  readiness  problems,  the  budget  realities  are  such  that 
they  make  some  very  tough  choices.  We  all  want  quality  of  life,  we 
want  new  equipment,  and  we  want  all  of  the  things  that  enable  us 
to  have  the  competent  military  we  have  had  in  the  past  that  we 
can  rely  on  for  our  national  security  and  for  our  worldwide  leader- 
ship position.  These  are  some  tough  decisions. 

Later  on  this  morning,  I  will  want  to  get  into  some  of  these 
areas.  One  that  you  have  heard  me  mention  before  in  different 
hearings  is  General  Schwarzkopf  s  list  of  lessons  learned  from  Op- 
eration Desert  Storm. 

We  can  go  ahead,  Suzanne,  and  pass  these  out. 

This  is  just  a  little  sheet  they  prepared  for  me. 

Then  General  Shalikashvili  and  the  Secretary  of  Defense  testi- 
fied on  the  force  enhancements  that  are  necessary  for  the  future. 
We  ran  Nimble  Dancer  without  having  these  force  enhancements, 
yet  we  assumed  we  did  for  the  major  parts,  at  least,  of  Nimble 
Dancer,  Well,  I  will  give  my  opinion  on  that  a  little  bit  later. 

I  wanted  to  pass  those  out,  so  you  would  have  a  chance  to  look 
at  them.  I  do  not  know  where  we  stand  on  these  things.  But,  we 
are  making  these  force  enhancements  a  major  item  for  the  future 
and  are  depending  on  that.  While  at  the  same  time,  we  have  these 
deficiencies  that  came  out  of  Desert  Storm. 

I  am  the  first  one  to  say  that  Operation  Desert  Storm  was  not 
the  be  all  and  end  all  of  combat.  Probably  the  most  unlikely  combat 
scenario  and  area  that  we  ever  have  fought  anytime,  anywhere. 
Yet,  we  learned  some  lessons  here  that  will  apply  to  these  other 
areas,  and  so  I  want  to  get  into  some  of  those  later. 

Thank  you,  Mr.  Chairman. 

[The  information  follows:] 

Lessons  Learned 

General  Schwarzkopf  identified  deficiencies  in:  strategic  lift,  mine  counter- 
measures,  friendly  force  identification,  tactical  air  reconnaissance,  the  total  force 
policy  round-out  brigade  concept,  fast  sealift,  night  flying  capabilities  for  AV-8B, 
night  vehicle  identification  capabilities  for  the  Cobra  and  other  helicopters,  and  in- 
creased missile  detection  capabilities. 

How  were  these  deficiencies  treated  in  Nimble  Dancer?  And  what  progress  are  we 
making  to  solve  these  problems? 

Shalikashvili  Force  Enhancements 

Additional  Army  Prepositioned  Equipment 

Additional  AirlifVSealift 

Improved  Anti-Armor  and  Precision  Guided  Munitions 

More  Early  Arriving  Navy  Air 

Improve  Army  National  Guard  Combat  Brigade  Readiness 


Improve  Army  Guard  and  Reserve  Support  Force  Readiness 
Improved  Command,  Control,  Communications  and  Intelligence  Assets 

Senator  McCain.  Senator  Cohen. 

Senator  Cohen.  Mr.  Chairman,  I  will  be  very  brief.  I  would  say 
to  General  Sullivan  and  General  Mundy  perhaps  you  have  been  ac- 
customed to  having  bouquets  thrown  in  your  favor,  but  I  would  say 
you  judge  them  by  the  merit  of  the  people  who  are  casting  the  bou- 
quets. When  I  look  at  Senator  McCain  and  Senator  Glenn,  two  in- 
dividuals who  are  heroes  to  me  because  of  their  dedication  and 
service  over  the  years,  when  they  express  their  pride  in  you,  that 
adds  a  great  deal,  I  think,  to  the  compliment. 

I  would  not  want  to  add  to  it  or  diminish  the  significance  of  what 
they  have  said  by  virtue  of  the  fact  you  have  two  of  the  highest  and 
most  respected  people  in  the  Senate  praising  the  two  of  you,  and 
it  is  well-justified. 

I  will  not  make  an  opening  statement,  Mr.  Chairman,  but  point 
out  that  there  are  apparently  some  children  in  the  audience  in  the 
back  of  the  room,  where  I  cannot  quite  see  right  now,  and  they  are 
not  AWOL,  I  am  told,  from  school  today,  but  it  is  part  of  a  program 
that  parents  will  bring  their  children  to  Capitol  Hill  to  witness  gov- 
ernment in  action.  I  just  want  to  account  for  those  who  are  in  the 
back,  who  are  standing  there,  to  say  welcome  to  the  Senate  hear- 
ing. I  hope  it  becomes  an  educational  experience  for  you. 

Thank  you,  Mr.  Chairman. 

Senator  McCain.  Thank  you  very  much.  Senator  Cohen.  Senator 
Coats. 

Senator  Coats.  Mr.  Chairman,  I  would  just  say  it  is  probably  a 
dangerous  thing  to  expose  children  to  what  goes  on  on  the  Hill, 
[Laughter.] 

If  they  have  to  be  exposed  to  the  workings  of  the  Senate,  this  is 
the  best  place  for  them  to  be.  I  reiterate  and  reaffirm  the  state- 
ments and  comments  relative  to  service  provided  the  country  and 
to  this  committee,  and  the  personal  friendships  that  I  have  been 
able  to  enjoy  with  General  Sullivan  and  General  Mundy.  I  trust 
this  is  not  the  last  time  we  will  have  a  chance  to  sing  our  gratitude 
and  praises  for  your  service,  but  I  would  not  want  to  let  this  mo- 
ment pass. 

I  also  reiterate  the  fact  that  all  four  of  the  gentlemen  at  the  wit- 
ness table  have  been  extraordinarily  forthright  in  their  assess- 
ments of  the  pluses  and  the  minuses  and  the  question  marks  rel- 
ative to  our  national  security,  their  role  in  our  national  security, 
and  what  they  need.  That  is  very  refreshing  and  very  helpful  and 
very  necessary. 

It  is  one  of  the  essential  functions  of  government  and,  I  think, 
one  of  the  highest  responsibilities  that  each  of  us  is  privileged  to 
be  in  this  as  an  elected  representative,  Senator,  have  a  role  in  en- 
suring that  our  national  security  is  all  that  it  can  be  and  needs  to 
be.  That  is  what  this  is  all  about. 

I  just  want  to  thank  you,  Mr.  Chairman,  for  your  dogged  persist- 
ence in  pursuing  this  question  of  readiness,  both  short-term  and 
long-term.  I  think  it  is  a  very  important  hearing,  and  I  look  for- 
ward to  the  testimony  of  our  witnesses. 

Senator  McCain.  Thank  you  very  much,  Senator  Coats. 


We  would  like  to  begin  with  you,  General  Sullivan.  I  would  like 
to  tell  the  witnesses  you  are  free  to  summarize  your  statement  or 
present  it  in  any  way  that  you  feel  would  be  most  effective  and 
your  complete  statements  will  be,  without  objection,  made  part  of 
the  record.  Welcome,  General  Sullivan. 

STATEMENT  OF  GEN.  GORDON  R.  SULLIVAN,  CHIEF  OF  STAFF, 

U.S.ARMY 

General  Sullivan.  My  thanks.  Senator,  to  you  and  your  col- 
leagues. I  appreciate  very  much  your  compliments,  and  I  am  hon- 
ored. I  am  honored  to  be  here  once  again;  well,  I  think  for  the  first 
time  before  this  subcommittee,  but  certainly  not  the  first  time  be- 
fore you  gentlemen.  I  will  submit  a  statement  for  the  record,  if  that 
is  alright. 

I  am  pleased  to  report  that  America's  Army  is  trained  and  ready. 
The  indicators  are  good  in  the  near  term,  and  we  have  been  suc- 
cessful in  breaking  the  historic  mold  that  has  bedeviled  America 
since  1775.  I  think  our  performance  over  the  last  6  years,  since  the 
fall  of  the  Berlin  Wall,  is  a  manifestation  of  the  fact  that  we  have 
broken  that  mold. 

I  am,  like  you,  concerned  about  modernization  and  infrastructure 
revitalization.  We  have,  in  fact,  kept  the  Army  trained  and  ready 
since  1989.  One  of  the  reasons  we  have  done  that  is  that  we  have 
tried  to  strike  a  balance  between  what  we  call  the  six  imperatives: 
our  leader  development  programs;  an  appropriate  force  mix;  a  doc- 
trine that  is  reflective  of  the  world  in  which  we  live;  our  training 
programs;  equipment  which  is  appropriately  modernized;  and  of 
course,  the  most  important  thing  is  our  quality  people. 

Now,  earlier  this  year  in  a  full  committee  hearing  before  the  Sen- 
ate Armed  Services  Committee,  I  was  asked  by  one  of  the  senior 
members  to  rate  the  Army  on  a  scale  of  1  to  10,  1  being  the  "hollow 
Army,"  as  set  forth  by  General  Shy  Meyer,  during  one  of  his  testi- 
monies before  one  of  your  committees. 

I  testified  at  that  time  and  said  that  I  thought,  at  the  moment 
when  I  was  asked,  that  the  Army  was  an  8  on  a  scale  of  1  to  10. 
I  used  the  number  eight.  Now,  I  am  sure  there  are  other  people 
around  who  would  shave  that  one  way  or  the  other;  but,  in  my 
view  as  the  Chief,  I  said  an  8.  I  think  that  is  true,  and  it  reflects 
the  real  world.  We  are  not  a  hollow  force.  This  is  a  much  different 
Army  than  what  General  Shy  Meyer  was  talking  about  when  he 
came  before  the  committee. 

Our  challenge  has  been  to  keep  the  Army  balanced,  ready  today 
and  ready  tomorrow,  keeping  the  Army  ready  to  respond  imme- 
diately to  any  crisis  and  keeping  ourselves  ready  for  tomorrow.  We 
have  had  to  constantly  balance  and  rebalance  the  imperatives  as 
we  have  moved  along.  Now,  needless  to  say,  I,  like  you  and  Dr. 
Perry,  and  by  the  way,  Greneral  Shalikashvili,  am  also  concerned 
about  modernization  into  the  out-years  and  infrastructure  revital- 
ization. We  have  established  a  process  now  to  grow  ourselves  into 
the  21st  Century. 

One  of  the  reasons  I  told  you  zero  on  tanks  is  that  there  will  be 
no  new  tanks;  but  we  will,  in  fact,  product  improve  the  existing 
tanks.  The  MlAl  will  be  upgraded  to  an  M1A2.  We  are  doing  that 


at  the  rate  of  about  90  a  year.  I  certainly  would  like  to  see  more 
than  that. 

As  you  know,  the  Apache  Longbow,  with  and  without  Fire  Con- 
trol Radar,  is  a  digitized  Apache,  and  a  very  effective  weapon  sys- 
tem. 

We  are  actually  buying  very  few  new  weapon  systems.  We  will 
product  improve  existing  capital  goods  and  obviously  continue  to 
compete  for  high-quality  soldiers  in  a  very  competitive  market.  We 
will  give  them  demanding  training,  and  then  begin  a  series  of  ex- 
periments to  see  if  we  can  put  all  of  this  together  in  new  organiza- 
tional designs. 

I  think  we  are  starting  to  see  the  results  of  some  of  our  work; 
and,  in  my  view,  we  will  begin  to  revolutionize  land  warfare. 

Senator,  I  have  noted  very  quickly  some  of  the  questions  General 
Schwarzkopf  raised.  I  am  prepared  to  answer  those,  because  a  lot 
of  things  have  happened  since  the  end  of  the  Gulf  war  that  have 
given  us  dramatic  increases  in  improvement  on  the  battlefield. 

We  must  have  a  stable  funding  base.  There  must  be  a  stable 
funding  base  into  the  future,  so  that  we  can  modernize  our  equip- 
ment and  bring  our  experiments  to  fruition,  keeping  ourselves 
trained,  ready,  and  modernized  for  the  future.  I  think  what  we 
need  is  essentially  what  is  being  said  here  today,  a  commitment  to 
readiness  and  modernization. 

It  is  difficult  to  predict  the  status  of  the  American  Army  in  2001. 
Certainly,  it  was  impossible  for  any  of  us,  from  where  I  sit,  to  have 
predicted  in  the  summer  of  1989  what  would  happen  in  the  next 
6  years.  I  was,  in  fact,  in  the  Department  in  1989  as  the  operations 
officer  when  all  of  this  started.  Fortunately,  I  have  been  here  for 
6  years,  so  I  have  a  perspective  on  all  of  this. 

Again,  it  would  have  been  impossible  to  predict  what  happened 
to  us.  I  think  looking  ahead  6  years  is  equally  difficult  now.  My 
hunch,  though,  is  that  we  are  going  to  be  asked  to  do  more  and 
more  with  less  and  less. 

Now,  our  approach  to  the  next  6  years  is  conceptually  the  same 
as  it  has  been  for  the  last  6;  that  is,  we  have  tried  to  strike  a  bal- 
ance between  readiness  and  modernization,  and  to  continue  to  at- 
tract high-quality  people.  Our  enthusiasm  regarding  our  experi- 
ments and  the  promises  of  technology  must  be  tempered  with  re- 
ality. 

The  promises  of  technology,  frankly,  sometimes  are  not  met.  But 
we  are  working  our  experiments  in  a  rigorous  way  with 
hypotheses.  We  have  a  process  to  look  at  what  these  experiments 
might  bring  us  in  the  way  of  organizational  design  and  how  we 
might  applv  the  power  of  the  United  States  of  America. 

Given  all  of  the  above,  my  prediction  is,  that  given  the  amount 
of  dollars  we  will  receive  into  the  out-years,  it  is  going  to  continue 
to  be  a  real  balancing  act  between  near-term  readiness  and  mod- 
ernization. We  must  have  a  commitment  from  the  American  people, 
and  certainly  from  the  Congress  as  their  representatives,  to  con- 
tinue a  stable  funding  base.  A  declining  funding  base  will  be  hard 
to  manage  into  the  out-years. 

My  outlook  is  that  it  will  be  a  fine  line  into  the  out-years.  I  think 
there  is  some  stability  there,  but  General  Reimer,  if  he  is  con- 
firmed as  my  replacement,  is  going  to  have  the  same  difficult  task 
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I  did  to  balance  both.  You  said  it  in  your  opening  remarks.  I  do  not 
see  big  plus-ups.  If  you  ask  me  about  the  study  you  did,  I  have  a 
number  which  I  could  attach  to  that,  and  it  is  a  big  number  to 
reach  that  force  level. 

[The  prepared  statement  of  General  Sullivan  follows:] 

Prepared  Statement  by  Gen.  Gordon  R.  Sullivan,  Chief  of  Staff,  U.S.  Army 

INTRODUCTION 

Mr.  Chairman  and  members  of  the  committee:  I  am  honored  to  appear  before  your 
committee  once  again.  Today,  I  will  report  on  the  readiness  of  the  U.S.  Army.  Let 
me  begin  by  telling  you  that  America's  Army  is  trained  and  ready  to  fulfill  its  criti- 
cal role  in  the  country's  National  Security  Strategy.  We  are  trained  and  ready  today; 
we  are  the  best  Army  in  the  world.  This  fact  is  a  tribute  to  the  great  men  and 
women  serving  in  the  Army,  the  American  people,  and  their  representatives  in  Con- 
gress. The  Nation's  defense  is  a  shared  responsibility.  We  all  can  take  a  measure 
of  pride  in  our  Army's  success.  The  Army  appreciates  the  support  it  has  received 
from  the  members  of  this  committee. 

As  I  have  stated  in  the  past,  the  world  today  poses  many  challenges  and  many 
dangers  to  the  interests  and  the  security  of  the  United  States.  From  peacekeeping 
to  humanitarian  assistance,  the  U.S.  Army  is  engaged  worldwide.  And  we  must  al- 
ways be  prepared  to  fight  and  win  our  Nation's  wars.  We  must  live  in  the  world 
as  it  is,  not  as  we  would  wish  it  to  be.  Consequently,  I  draw  three  conclusions.  First, 
our  Nation  continues  to  need  a  trained  and  ready  Army.  Second,  America's  Army 
must  be  of  sufiicient  size,  deployability,  and  versatility  to  deal  with  the  many  and 
varied  threats  that  exist  today  and  into  the  foreseeable  future.  Third,  we  must  con- 
tinue to  work  to  keep  our  Army  trained  and  ready  today  and  into  the  21st  Century. 
This  can  only  be  done  with  stable  and  balanced  funding. 

The  intent  of  my  statement  is  to  provide  you  with  a  report  on  the  current  state 
of  readiness  of  the  U.S.  Army  and  to  outline  the  measures  I  think  are  necessary 
to  maintain  our  readiness  in  the  future. 

THE  ARMY  TODAY 

The  Army's  primary  mission  is  to  organize,  train,  and  equip  forces  for  the  conduct 
of  prompt  and  sustained  combat  operations  on  land.  In  order  to  carry  out  this  mis- 
sion, the  Army  must  be  a  credible  force,  structured  and  trained  to  fight  and  win 
decisively  if  called  upon  to  do  so.  We  must  be  capable  of  accomplishing  an  extraor- 
dinary variety  of  operational  missions  across  the  spectrum  of  operations — from  hu- 
manitarian assistance  to  restoring  fragile  democracies  to  fighting  a  high  intensity 
war. 

America's  Army  is  a  powerful  presence  around  the  world.  We  have  almost  140,000 
soldiers  providing  an  American  presence  in  over  70  countries.  Last  summer,  we 
were  in  105  different  countries.  These  soldiers  represent  our  Nation,  its  values,  and 
its  interests.  Their  presence  clearly  demonstrates  American  commitment  and  re- 
solve. 

America's  Army  is  a  Power  Projection  Army.  We  have  demonstrated  our 
deployability  and  versatility  in  situations  as  different  as  Rwanda,  Kuwait,  Korea, 
and  Haiti.  In  the  past  year,  the  Army  supported  the  humanitarian  effort  in  Rwanda 
to  deliver  clean  water,  food,  and  medicine  to  starving  refugees;  deterred  the  forces 
of  Iraq  from  threatening  vital  U.S.  interests  in  the  Middle  East;  reassured  our  Ko- 
rean and  Asian  allies  in  the  Far  East;  and  compelled  the  non-democratically  elected 
Government  of  Haiti  to  stand  aside  for  the  reinstatement  of  its  democratically  elect- 
ed leaders.  Last  week,  we  were  helping  U.S.  civil  authorities  in  the  aftermath  of 
the  tragedy  in  Oklahoma  City. 

Throughout  the  world,  America's  Army  is  meeting  the  challenges  of  supporting 
our  national  military  strategy  of  compelling  and  deterring  opponents  while  reassur- 
ing our  allies  abroad  and  supporting  our  citizens  at  home.  In  every  instance,  we 
have  been  successful  because  we  have  been  ready  to  deliver  decisive  victory — suc- 
cess— in  every  mission  that  America  has  given  us. 

Today,  the  U.S.  Army  stands  ready,  just  as  it  has  for  almost  220  years,  to  serve 
the  Nation  in  countless  ways.  The  Army  is  prepared  to  answer  the  Nation's  call, 
anywhere  or  anytime. 


READINESS 

America's  Army  is  ready  because  we  have  invested  in  training;  quality  people;  an 
appropriate  force  mix;  leader  development;  doctrine;  and  modernization.  The  proper 
balance  of  these  six  imperatives  is  key  to  ensuring  a  trained  and  ready  force.  Readi- 
ness is,  without  question,  of  utmost  importance  to  the  leadership  of  the  Army. 

There  is  no  time  out  for  readiness  today,  and  we  must  maintain  our  readiness 
in  the  future.  This  is  a  critical  issue.  We  all  must  ask  ourselves  not  only  whether 
the  Army  is  ready  to  confront  the  challenges  of  today,  but  is  the  Army  equally  pre- 
pared for  the  uncertainty  of  tomorrow?  The  efforts  of  this  committee  to  address  the 
problems  of  readiness  today  will  affect  the  credibility  and  capability  of  the  force  of 
tomorrow,  its  preparedness  in  the  future. 

What  is  readiness?  Readiness  is  a  state  of  preparation,  the  ability  to  accomplish 
a  mission.  Oftentimes,  readiness  is  confused  with  operating  tempo  (OPTEMPO).  But 
readiness  is  more  than  OPTEMPO  alone.  People,  training  proficiency,  moderniza- 
tion, force  structure,  sustainment,  infrastructure,  and  industrial  base  all  contribute 
to  the  readiness  of  the  Army.  If  any  one  of  these  components  is  out  of  balance,  the 
Army's  readiness  may  be  in  question.  For  example,  it  is  doubtful  that  our  forces 
would  have  been  able  to  conduct  Operation  Vigilant  Warrior  or  Uphold  Democracy 
if  we  did  not  have  the  ability  to  sustain  our  deployed  forces.  Balancing  today's  needts 
against  tomorrow's  unknowns  is  difficult  at  best,  but  it  is  the  lincnpin  of  future 
readiness. 

Measures  of  Readiness 

The  Army's  current  readiness  reporting  system  has  provided  us  an  adequate 
"snapshot"  of  our  unit's  current  readiness  lor  many  years.  With  the  evolving  nature 
of  the  missions:  we  have  undertaken  in  recent  years,  however,  it  now  makes  sense 
to  modify  the  way  in  which  we  report  readiness.  The  Department  of  the  Army  is 
currently  revamping  its  system  for  reporting  readiness  to  account  for  factors  not 
currently  considered  when  determining  readiness  ratings.  However,  regardless  of 
the  type  of  system  we  use  to  report  readiness,  we  cannotlose  sight  that  to  maintain 
readiness  we  must  provide  sustained  and  stable  funding  for  quality  people,  equip- 
ment, training,  and  facilities. 

Current  Readiness 

The  Army  is  ready  today  to  support  the  National  Security  Strategy.  The  dilemma 
facing  the  Army  with  respect  to  readiness  is  finding  a  workable  balance  between 
planned,  programmed  training  requirements  and  unprogrammed  contingency  oper- 
ations. As  you  know,  during  the  past  2  years  the  Army  has  been  forced  to  pay  for 
contingency  operations  such  as  Support  Hope  and  Uphold  Democracy  from  funds 
programmed  for  operations  and  maintenance.  The  issue  is  clear.  We  must  receive 
timely  reimbursement  for  unprogrammed  operations,  or  we  face  the  dilemma  of  cut- 
ting programmed  training  events  and  facilities  repair  and  maintenance  in  order  to 
pay  these  bills. 

Long  Term  Readiness 

The  challenge  for  the  administration,  Congress,  and  the  Army  is  to  ensure  that 
our  forces  are  not  only  ready  today,  but  ready  in  the  future.  Both  the  administra- 
tion, Congress,  and  the  Army  must  make  difficult  trade-ofTs  between  the  demands 
of  today  and  the  challenges  of  tomorrow.  The  dilemma  for  the  administration,  Con- 
gress, and  the  Army  is  to  ensure  that  we  have  a  force  that  is  ready  today  and  that 
will  also  be  ready  in  the  21st  Century. 

Long  term  readiness  is  a  function  of  sustained  and  stable  investment  in  the  six 
Army  imperatives — quality  people,  challenging  training,  comf)etent  leaders,  modem 
equipment,  proper  force  mix,  and  effective  doctrine.  We  must  continue  to  invest  in 
these  imperatives  if  we  are  to  maintain  a  credible  force.  We  have  seen  our  soldiers 
prevail  in  combat  in  Iraq  and  Panama,  and  we  have  seen  our  soldiers  succeed  in 
operations  other  than  war — in  Rwanda,  in  Somalia,  in  Haiti.  We  have  seen  our  sol- 
diers provide  disaster  assistance  here  at  home.  This  is  the  type  of  Army  that  we 
must  maintain  in  the  future.  We  must  invest  resources  steadily  over  time  to  main- 
tain the  best  trained,  best  equipped  force  in  the  world. 

QUALITY  PEOPLE 

In  an  all-volunteer,  professional  Army,  quality  soldiers  are  the  bedrock  upon 
which  all  else  is  built.  Today,  America's  Army  has  disciplined,  spirited,  educated, 
and  ambitious  soldiers  who  do  everything  we  ask  of  them  and  more.  The  Army  sen- 
ior leadership  remembers  the  time,  energy,  and  resources  it  took  to  develop  this 
high  caliber  force,  and  we  focus  daily  to  maintain  it.  The  way  to  maintain  personnel 
readiness  is  to  recruit  and  retain  quality  people. 
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Recruiting  and  Retention 

Recruiting  goals  and  requirements  are  the  by  product  of  how  well  we  train  and 
retain  soldiers.  Training,  equipment,  retention,  and  quality  of  life  programs  are  all 
brought  into  play.  We  must  ensure  that  our  non-commissioned  officers  and  leaders 
are  providing  the  best,  most  challenging  training  experiences  for  our  soldiers,  or  we 
will  not  retain  them.  This,  in  turn,  affects  the  numoer  of  soldiers  we  must  recruit. 
Recruiting  and  retention  is  a  complex,  tough  business. 

The  Army  completed  its  third  oest  recruiting  year  in  1994.  The  problem  facing 
us,  however,  is  that  the  "supply"  side  and  the  "demand"  side  of  the  recruiting  equa- 
tion are  moving  in  opposite  directions.  The  1993  Youth  Attitudinal  Tracking  Survey 
(YATS)  of  youtn  prop)ensity  for  service  shows  that  the  willingness  to  serve  in  the 
Army  continues  to  drop  among  high  school  students.  For  example,  in  1990,  it  took 
100  contacts  to  enlist  one  soldier.  Today,  that  number  is  160.  Compounding  this 
problem  is  the  fact  that  the  number  of  individuals  in  the  17-21  year  old  population 
is  also  declining,  down  25  percent  over  the  last  decade.  Althou^  we  are  nearing 
the  end  of  the  drawdown  for  the  Active  component  forces,  the  recruiting  or  accession 
mission  for  fiscal  year  1996  is  20  percent  higher  and  for  the  fiscal  year  1997,  the 
mission  is  36  percent  higher  than  the  recruiting  mission  for  fiscal  year  1995.  To 
bridge  the  gap  between  the  greater  demand  for  an  increasingly  smaller  pool  of 
young  men  and  women,  the  Army  made  substantial  resource  adjustments  in  its  fis- 
cal year  1994  advertising  budget  to  enable  us  to  achieve  our  fiscal  years  1996  and 
1997  accession  missions.  The  advertising  budget  was  increased  from  $41  million  to 
$55  million  in  fiscal  year  1995  and  from  $40  million  to  $71  million  in  fiscal  years 
1996  and  1997.  Additionally,  we  have  increased  the  number  of  recruiters  by  over 
7  percent. 

Quality  of  Life 

You  often  hear  that  you  enlist  soldiers  but  you  reenlist  families.  Quality  of  life 
for  our  soldiers  and  their  families  supports  readiness  and  is  critical  in  my  mind  to 
sustaining  this  great  Army.  Americas  Army  derives  its  superiority  first  and  fore- 
most from  the  unsurpassed  quality  of  its  officers,  non-commissioned  officers  and  sol- 
diers. Our  soldiers  and  their  families  bear  the  burden  of  increased  deployments,  but 
through  it  all  they  continue  to  do  everything  we  ask  of  them  and  more.  This  is  one 
fact  that  has  not  changed.  People  are  what  make  our  Army  great,  and  the  senior 
Army  leadership  has  provided  increased  funding  for  quality  of  life  programs  and  en- 
suring that  our  soldiers  have  the  best  equipment  in  their  hands  m  the  fiscal  year 
1996  budget. 

On  a  typical  day  in  the  1990s,  the  Army  has  138,000  soldiers  operationally  de- 

f)loyed  in  75  countries.  That  is  equivalent  to  over  20  percent  of  the  Army's  total 
brce!  Yet,  whenever  the  Nation  has  called,  the  soldiers  and  the  families  of  Ameri- 
ca's Army  have  promptly  responded.  Providing  adequate  family  housing;  improving 
the  living  conditions  lor  single  soldiers;  providing  aflbrdable,  quality  child  care;  and 
ensuring  our  soldiers  are  afforded  adequate  pay  and  benefits  is  the  least  we  can  do 
for  America's  soldiers  and  their  families.  The  fiscal  year  1996  budget  supports  these 
goals. 

Personnel  Tempo 

The  current  pace  of  operations  is  placing  increased  stress  on  our  soldiers  and 
their  families.  To  monitor  the  effects  of  increased  operational  deployments,  the  De- 
partment of  Defense  began  an  initiative  to  monitor  personnel  tempo  (PERSTEMPO). 
Army  is  currently  developing  a  format  to  track  PERSTEMPO,  and  we  have  been  col- 
lecting data  since  January  1995.  We  have  divided  PERSTEMPO  into  unit  deploy- 
ment tempo  (DEPTEMPO)  and  soldier  skill  deployment  tempo  (SKILLTEMPO). 
DEPTEMPO  is  the  percent  of  time  units  spend  on  out-of-station  deployments. 
SKILLTEMPO  is  the  percent  of  time  spent  on  out-of-station  deployments  by  soldiers 
aggregated  by  military  occupational  specialty  and  skill  level.  This  methodology  will 
maintain  visibility  oi  not  only  unit  deployments,  but  perhaps  even  more  impor- 
tantly, it  will  monitor  the  effect  of  continued  or  repeated  deployments  on  individual 
skill  specialties.  This  report  will  assist  in  retention  analysis,  development  of  soldier 
programs,  force  policy  decisions,  use  of  the  Reserve  component  forces,  and  is  key  in 
monitoring  personnel  readiness. 

TRAINING 

Training  of  the  Army's  soldiers,  leaders,  and  units  is  one  of  the  Army's  most  criti- 
cal tasks.  Although  major  reductions  to  force  structure,  and  other  available  re- 
sources is  taking  place,  one  thing  remains  constant — training  is  vital.  Training  is 
the  business  of  ensuring  soldiers,  leaders,  and  units  are  capable  of  accomplishing 
their  assigned  missions  with  the  least  number  of  causalities.  To  ensure  that  we  are 
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trained  and  ready  when  called  upon  to  support  the  National  Security  Strategy,  unit 
training  programs  are  tough,  challenging,  and  realistic.  The  extensive  use  of  simula- 
tors, simulation,  and  other  training  devices  maximizes  the  training  process  and  are 
essential  to  its  success.  The  Army's  four  Combat  Training  Centers  are  an  essential 
part  of  the  Army's  unit  training.  They  support  highly  complex  and  demanding  train- 
ing from  all  levels  from  squad  through  corps  stafT,  service-specific  as  well  as  joint 
scenarios.  I  concur  with  General  Shalikashvili  that  the  practiced  capability  to  inte- 
grate and  synchronize  joint  forces  is  a  key  aspect  of  our  training  reacUness. 

Operating  Tempo 

Outside  the  Army,  readiness  is  often  viewed  as  our  operating  tempo  (OPTEMPO). 
In  reality,  OPTEMPO  is  a  Department  of  the  Army  programming  tool  to  determine 
the  annual  cost  estimates  for  unit  training  strategies.  OPTEMPO  models  the  cost 
of  parts,  spares,  fuel,  and  other  recurring  operations,  training,  and  maintenance 
costs  to  operate  annual  miles  for  vehicles  and  hours  for  aircraft  in  the  field  army. 
While  not  perfect,  OPTEMPO  has  historically  provided  the  Army  with  a  methodol- 
ogy that  provides  flexibility  in  planning  and  executing  training.  The  intent  is  to  en- 
sure that  all  Active  component  units  train  to  the  same  standards  regardless  of  their 
sequence  in  the  Department  of  the  Army  Master  Priority  List  (DAMPL)  sequence. 
This  is  done  because  individual  soldiers  rotate  between  units,  and  if  we  had  a  sys- 
tem of  "tiered  readiness"  in  the  Active  force,  a  soldier  of  a  unit  not  normally 
deployable,  may  become  a  member  of  a  deployable  unit  tomorrow  and  find  himself 
in  harm's  way  2  days  later. 

To  support  high  levels  of  readiness  the  Army  is  budgeting  for  an  Active  force 
OPTEMPO  of  800  miles  annually  for  ground  combat  vehicles  and  14.5  flying  hours 
per  month  for  aircraft.  U.S.  Army  Reserve  OPTEMPO  is  funded  at  156  miles  annu- 
ally for  ground  vehicles  and  7.2  flying  hours  per  month  for  aircraft.  The  Army  Na- 
tional Guard  OPTEMPO  is  funded  at  213  miles  annually  for  ground  vehicles  and 
7.1  flying  hours  per  month  for  aircraft.  These  levels  are  essential  for  providing  the 
level  of  training  needed  to  assure  the  success  of  operations  ranging  from  humani- 
tarian assistance  through  ground  combat. 

The  transitory  dip  in  readiness  experienced  by  three  of  our  divisions  in  the  4th 
Quarter,  fiscal  year  1994  was  not  caused  by  a  lack  of  OPTEMPO  funding.  Rather, 
commanders  were  forced  to  divert  resources  from  OPTEMF*0  to  other  readiness  ac- 
counts in  an  effort  to  balance  overall  readiness.  Moneys  not  spent  directly  on  train- 
ing exercises  were  used  to  sustain  training  support  activities  such  as  ranges,  lands, 
and  base  operations  (BASOPS)  requirements.  Additionally,  since  the  Army  has  been 
forced  to  pay  for  unplanned  contingency  operations,  the  Army  spread  the  shortfall 
between  requirements  and  appropriations  across  the  Army.  The  major  commands 
(MACOM)  ultimately  make  the  decisions  regarding  what  is  and  is  not  funded.  Units 
canceled  training,  deferred  maintenance,  and  reduced  repair  parts  stockage  levels 
in  the  4th  Quarter,  fiscal  year  1994  because  they  could  not  afford  them,  not  because 
they  did  not  need  them! 

By  increasing  the  BASOPS  accounts  in  the  fiscal  year  1996  budget,  we  have  en- 
sured that  OPTEMPO  dollars  will  not  have  to  be  diverted  into  BASOPS,  thereby 
ensuring  the  training  readiness  of  the  force.  However,  this  will  only  be  true  if  OMA 
dollars  are  protected  and  not  moved  around  in  the  budget,  and  if  dollars  required 
for  future  contingency  missions  are  reimbursed  in  a  timely  manner.  Moving  pro- 
grammed dollars  around,  requiring  further  offsets,  or  not  providing  the  Army  with 
timely  reimbursement  for  contingency  costs  could  reduce  the  readiness  of  some  units 
again. 

Operational  Readiness 

With  the  evolving  nature  of  the  missions  we  have  undertaken  in  recent  years,  it 
makes  sense  to  modify  the  way  in  which  we  report  readiness.  To  deal  with  the  reali- 
ties of  today's  uncertain  world  and  to  manage  readiness,  the  Army  is  developing  a 
new  methodology  to  reflect  the  cost  of  preparing  a  unit  for  war.  Operational  Readi- 
ness (OPRED)  will  establish  a  better  link  between  resourcing  and  readiness. 
OPRED  will  include  costs  currently  captured  in  OPTEMPO  and  all  associated  costs 
necessary  to  be  prepared — training  aids,  devices,  simulators  and  simulations; 
ranges;  land;  as  well  as  maintenance  and  force  projection  facilities.  OPRED  will  tie 
funding  to  the  execution  of  an  explicit  training  strategy  and  will  link  resources  to 
readiness  from  the  battalion  to  the  Department  of  the  Army.  Once  implemented, 
OPRED  will  not  only  enhance  readiness  management,  but  it  will  present  a  clear, 
supportable  training  funds  requirement  to  Congress.  The  Army  plans  to  use  this 
new  methodology  in  computing  its  resourcing  requirements  for  the  1997  budget. 
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DOCTRINE 

Changes  in  our  doctrine  and  training  help  us  accommodate  the  world  in  which 
we  operate  today  and  are  likely  to  face  in  the  future.  Our  keystone  doctrinal  man- 
ual, Field  Manual  100-5,  Operations,  issued  in  June  1993,  set  the  pace  for  a  whole 
series  of  supporting  doctrinal  manuals.  TRADOC  Pamphlet  525-5,  Force  XXI  Oper- 
ations, published  in  August  1994,  describes  the  conceptual  foundations  for  the  con- 
duct of  operations  in  the  21st  Century.  The  Army's  new  doctrine  is  incorporated  at 
our  training  centers  and  in  our  classrooms.  We  have  taken  our  doctrine  and  training 
seriously.  We  have  grappled  with  the  challenges  of  projecting  stateside  forces  rap- 
idly worldwide,  mobilization,  operations  other  than  war,  and  joint  and  combined  op- 
erations. Doctrine,  joint  procedures,  top-notch  people  and  equipment  combined  with 
years  of  training  have  made  this  possible.  America's  Army  has  demonstrated  its 
competence,  sufiiciency  and  versatility  and  is  the  strategic  core  of  our  Nation's 
warnghting  capability. 

LEADER  DEVELOPMENT 

If  we  are  to  maintain  a  trained  and  ready  force,  we  must  invest  in  the  develop- 
ment of  confident,  competent  leaders  at  all  levels  throughout  the  Army.  The  impor- 
tance and  benefits  associated  with  capable  leaders  at  all  echelons  is  demonstrated 
daily  worldwide.  Our  leader  development  program  is  based  on  the  premise  that  it 
takes  years  of  training  and  application  to  produce  leaders  for  America's  Army.  The 
future  challenge  is  for  us  to  continue  to  produce  the  same  quality  leaders  despite 
our  constrained  resources.  The  Army  is  committed  to  maintaining  our  premier  lead- 
er development  programs  for  officers,  non-commissioned  officers,  and  civilians. 

The  Army's  readiness  as  shown  by  its  recent  successes  is  directly  tied  to  our  in- 
vestment in  leader  development.  The  Army's  leader  development  is  organized 
around  three  pillars:  institutional  training  and  education,  operational  assignments, 
and  self-development.  We  are  using  emerging  technologies  to  develop  classrooms 
without  walls.  We  are  revamping  our  school  system  with  fully  accredited  and  inte- 
grated Active,  National  Guard,  and  Army  Reserve  schools.  TTiis  system  will  allow 
us  to  ensure  the  best,  uniformed  training  for  all  components  of  the  force. 

MODERNIZATION 

We  recognize  that  warfare  will  change  as  we  move  into  the  21st  Century  and 
America's  Army  must  stay  in  front  of  that  change.  We  have  aggressively  taken  steps 
to  redesign  the  force  to  take  advantage  of  new  and  emerging  technologies,  inte- 
grated through  sound  doctrine  and  reinvented  organizations  to  make  a  smaller,  yet 
more  capable  force. 

Funding  for  force  modernization  correlates  directly  to  the  warfighting  capability 
the  Army  will  have  as  we  enter  the  next  century.  Ten  years  before  World  War  II, 
General  MacArthur  recognized  the  importance  and  essence  of  vision  and  change  for 
the  future  when  he  said:  "We  must  hold  our  minds  alert  and  receptive  to  the  appli- 
cation of  unglimpsed  methods  and  weapons.  The  next  war  will  be  won  in  the  future, 
not  in  the  past.  We  must  go  on,  or  we  will  go  under."  We  are  committed  to  moving 
on  in  order  to  preserve  our  warfighting  capability  well  into  the  future. 

Modernization  of  current  systems  is  essential  if  the  Army  is  to  dominate  the  fu- 
ture battlefield.  We  must  take  advantage  of  technology  rather  than  become  its  po- 
tential victim.  Failure  to  look  to  the  future  and  modernize  increases  future  costs  to 
sustain  readiness  of  aging  systems.  The  Army  has  made  critical  decisions  regarding 
how  much  we  invest  in  sustaining  a  high  state  of  readiness  for  the  current  force 
and  how  much  we  spend  for  the  future.  Today  we  are  providing  the  capability, 
equipment,  and  supplies  to  support  the  readiness  of  the  current  force  and  we  must 
plan  on  increasing  our  investment  in  modernization  or  else  we  will  not  have  a  tech- 
nologically superior  Army.  For  example,  our  fiscal  year  1996  budget  is  $1.7  billion 
dollars  less  than  fiscal  year  1995  in  the  area  of  Research,  Development,  and  Acquisi- 
tion. At  some  point  before  the  turn  of  the  century,  we  must  invest  more  dollars  in 
modernization  or  future  readiness  will  be  in  jeopardy.  The  fiscal  year  1996  budget 
calls  for  procurement  funding  to  start  growing  in  real  terms  in  fiscal  year  1999. 

We  are  grappling  with  what  we  should  do  and  what  we  can  afford  to  do.  The  re- 
curring theme  in  each  of  the  CINC's  testimony  was  that  we  are  ready  today,  but 
our  future  readiness  is  in  cruestion  if  we  do  not  sustain  a  viable,  balanced  mod- 
ernization program.  Admiral  Macke  (CINCPAC)  and  General  Luck  (CINCUSFK) 
commented  in  testimony  provided  to  the  House  National  Security  Committee  on 
February  28,  that  near  term  readiness  is  "on  the  edge"  and  mid-term  readiness  in- 
cluding military  construction  and  infrastructure  revitalization  have  been  mortgaged 
to  keep  near-term  readiness.  Both  ClNCs  stated  that  long-term  readiness  equals 


13 

modernization,  which  must  be  addressed  now  to  ensure  readiness  in  the  future.  The 
Army  must  provide  the  warfighting  CINCs  what  they  need.  To  do  this  we  must  not 
only  modernize,  but  we  must  invest  in  force  enhancements  and  technologies  that  re- 
flect the  changed  world  conditions. 

The  reality  of  the  world  suggests  to  me  that  we  must  project  a  land  force  capable 
of  dominating  ground  combat.  Strategic  airlift  and  sealift  enhancements  combined 
with  continual  land  force  modernization  is  essential  to  address  the  warfighting  re- 
quirements of  the  future.  The  Army  must  be  funded  adequately  to  support  future 
modernization  beyond  1997.  Moreover,  if  we  do  not  provide  adequate  funding  for  fu- 
ture modernization,  we  may  lose  the  very  industrial  base  needed  to  equip  our  forces 
in  the  event  of  the  reemergence  of  a  large  scale  threat  to  the  United  States.  We 
are  watching  the  critical  industrial  base  very  closely.  The  dip  in  readiness  at  the 
end  of  fiscal  year  1994  would  pale  in  comparison  to  the  effect  on  the  readiness  of 
our  forces  if  we  had  to  undertake  the  difficult  and  protracted  process  of  reviving  a 
demobilized  industrial  base. 

We  must  preserve  the  current  funding  for  research  and  development  for  the  Cru- 
sader and  Comanche.  This  year  is  the  last  buy  in  the  Family  of  Medium  Tactical 
Vehicles  (FMTV),  and  the  Army  will  still  be  nearly  85,000  vehicles  short  of  our  re- 
quirement. However,  the  Army  plans  to  start  buying  FMTVs  again  in  the  late 
1990s.  By  the  turn  of  the  century,  our  combat  systems  will  reach  the  half  life  of 
their  expected  useful  lifetime,  and  if  we  are  to  avoid  a  large  procurement  bow  wave, 
we  must  continue  investing  in  modernization  programs.  Of  equal  concern  to  me  is 
infrastructure  revitalization  and  support  for  base  operations.  We  must  have  stable 
funding  in  these  two  areas  to  ensure  our  ability  to  project  forces  rapidly  and  effi- 
ciently from  the  Continental  United  States  (CO>fUS). 

All  other  aspects  of  the  Army's  modernization  plan  are  reflected  in  the  process 
we  are  taking  to  acquire  the  Army's  vision  for  the  21st  Century — Force  XXI.  We  are 
studying  ana  thinking  today  about  the  effects  of  the  on-going  revolution  in  military 
affairs.  Force  is  a  concept,  a  process  for  change  throughout  the  Army  designed  to 
produce  over  the  next  decade  a  series  of  improved  versions  of  today's  force.  Force 
aXI  will  fundamentally  transform  the  Army  at  all  levels,  from  the  industrial  base 
to  the  infantry  soldier. 

The  world  has  already  entered  the  Information  Age.  The  old  ways  of  accumulat- 
ing, analyzing  and  disseminating  information  have  passed.  The  Army  is  at  the  lead- 
ing edge  of  incorporating  Information  Age  technologies  to  enhance  our  capabilities 
throughout  the  entire  force.  We  must,  however,  stay  out  in  front  of  the  technology 
curve  to  maintain  our  standing  as  the  best  Army  in  the  world.  Force  XXI  enables 
us  to  take  advantage  of  technology  rather  than  become  its  potential  victim. 

To  win  on  the  Information  Age  battlefield,  we  will  share  information  almost  im- 
mediately across  extended  distances.  We  must  harness  technology  to  let  us  know 
where  friendly  and  enemy  forces  are  and  where  they  are  not.  The  insertion  of  digital 
technology  into  Army  of  the  21st  Century  opens  up  a  wide  array  of  organizational 
possibilities.  Our  Force  XXI  process  focuses  most  dramatically  on  the  redesign  of  our 
tactical  units,  to  improve  their  performance  and  capabilities. 

This  is  an  important  distinction.  Force  XXI  is  not  only  a  modernization  initiative. 
Rather,  it  is  an  intellectual  effort  to  understand  the  possibilities  of  the  future  and 
an  institutional  effort  to  adapt  and  exploit  those  tremendous  possibilities. 

The  work  to  build  the  force  of  the  21st  Century  is  underway  today  throughout 
the  Army.  We  are  experimenting,  studying,  and  creating  the  conditions  to  carefully 
craft  the  best  force  for  tomorrow.  We  must  continue  to  modernize  in  order  to  create 
an  Information  Age  Army  from  the  Pentagon  all  the  way  to  the  foxhole  by  the  turn 
of  the  century. 

FORCE  MIX 

During  the  Cold  War,  the  process  and  formula  of  determining  the  proper  force 
structure  for  the  Army  was  straightforward.  Today,  as  the  world  remains  in  transi- 
tion to  a  new  world  order,  it  is  apparent  how  complicated  it  is  to  plan  against  to- 
day's uncertainty  and  instability.  The  Army  has  embraced  change  as  the  strategic 
environment  and  national  security  needs  changed.  The  Army  has  developed  a  pru- 
dent and  appropriate  force  structure  to  meet  our  needs  and  the  level  of  threat  for 
the  foreseeaole  future.  By  the  end  of  fiscal  year  1996,  the  Active  component  will 
achieve  its  endstrength  of  495,000.  This  represents  a  cut  of  over  34  percent  of  our 
Active  force  since  1989.  In  my  personal  opinion,  to  go  below  this  Active  component 
endstrength  of  495,000  would  not  be  prudent. 

The  Army  National  Guard  and  the  U.S.  Army  Reserve  play  a  critical  role  in  en- 
suring that  America's  Army  is  capable  of  executing  its  strategic  responsibilities.  We 
must  ensure  that  we  sustain  our  ability  to  mobilize,  to  train,  to  deploy,  and  to  em- 
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ploy  our  Guard  and  Reserve  units  wherever  and  whenever  needed.  That  is  our  ulti- 
mate strategic  responsibility,  and  we  must  not  forget  it.  The  National  Security 
Strategy  requires  us  to  be  capable  of  responding  to  two  nearly  simultaneous  re- 

fional  conflicts.  The  Army  relies  on  mission-ready  Guard  and  Reserve  units  to  re- 
uce  the  risks  we  incur  with  a  smaller  Active  Army.  It  is  crucial  that  we  have  early 
access  to  Guard  and  Reserve  units  and  individuals  when  the  Nation  calls. 

Reserve  Component  Readiness 

Readiness  of  our  Guard  and  Reserve  units  is  a  must.  During  the  Cold  War  we 
could  afford  a  baseline  level  of  readiness  in  the  Reserve  component  because  we  had 
sufficient  time  between  call-up  and  deployment.  A  smaller  Active  component  re- 
quires that  the  Army  be  able  to  tap  the  core  competencies  of  the  Reserve  component 
more  quickly  than  ever  during  the  Cold  War  under  its  "mass  mobilization"  scenario. 
While  the  crisis  response  contingency  forces  will  be  drawn  primarily  from  the  Active 
component,  there  are  almost  400  National  Guard  units  in  this  force  that  are  essen- 
tial to  victory  in  a  protracted  crisis  scenario.  They  must  maintain  a  high  state  of 
readiness  to  augment  early  deploying  Active  component  forces.  And  being  ready 
means  that  many  of  these  Guard  and  Reserve  units  must  attain  and  maintain  pre- 
mobilization  levels  that  are  higher  than  "C-3." 

To  ensure  a  trained  and  ready  Guard  and  Reserve  force,  the  Army  continues  to 
move  forward  in  implementing  Title  XI,  the  Army  National  Guard  (AJING)  Combat 
Readiness  Reform  Act  of  1992.  Although  aimed  at  the  ARNG,  the  Armv  is  applying 
many  of  the  Title  XI  sections  to  the  U.S.  Army  Reserve  (USAR)  as  well.  The  Army 
has  implemented  many  initiatives  to  improve  the  readiness  of  its  Reserve  forces. 
Programs  implemented  to  date  for  the  National  Guard  such  as  Bold  Shift  and 
Project  Stancuird  Bearer  and  the  Army  Reserve's  Priority  Reserve  Initiatives  in  Mo- 
bilization Enhancement  (PRIME)  are  key  to  ensuring  that  early  deploying  units  are 
fully  manned,  equipped,  and  trained  to  standard. 

CONCLUSION 

America's  Army  is  the  best  in  the  world — Active,  Reserve,  civilian  and  industry, 
and  our  families — and  it  is  not  by  mistake.  We  rebuilt  our  Army  over  the  last  two 
decades.  We  are  a  balanced,  values-based  organization  fulfilling  the  national  secu- 
rity needs  of  our  Nation.  We  are  trained  and  ready  to  respond  to  the  Nation's  call — 
ready  to  fight  and  win  our  Nation's  wars.  The  soldiers  of  America's  Army  under- 
stand their  mission  as  does  the  senior  Army  leadership.  America  deserves  a  ready 
Army  and  the  men  and  women  of  America's  Army  deserve  the  best  training,  equip- 
ment, and  quality  of  life  that  we  can  provide  them.  Quality  and  readiness  are  essen- 
tial— not  optional.  I  cannot  overstate  the  importance  oi  this.  The  citizens  of  our 
country  and  the  Congress  have  continually  provided  their  consistent  and  unmistak- 
able support  to  a  strong  national  defense.  Now  we  must  ensure  that  there  is  no  re- 
treat from  readiness. 

The  fiscal  year  1996  budget  provides  adequate  funding  for  near  term  priorities. 
The  fiscal  year  1996  budget  fullv-funds  our  OPTEMPO  program,  thereby  enabling 
us  to  meet  the  diverse  training  challenges  of  today.  The  fiscal  year  1996  budget  also 
supports  the  strategic  mobility  program,  enabling  us  to  rapidly  project  Army  forces 
in  support  of  the  National  Security  Strategy.  Finally,  the  fiscal  year  1996  budget 
ensures  that  our  soldiers  and  families  are  adequately  cared  for  by  providing  funding 
for  base  support;  family  housing;  barracks  upgrades;  and  adequate  pay  for  our  sol- 
diers. I  am  nevertheless  concerned  about  modernization — that  gives  us  long  term 
readiness. 

In  my  opinion,  three  things  are  very  clear.  First,  the  world  will  remain  an  uncer- 
tain and  ambiguous  place;  second,  the  Army  will  continue  to  be  the  strategic  force 
of  choice  in  the  foreseeable  future;  and  third.  Congress  must  support  the  Army's 
modernization  programs  and  those  DOD  modernization  programs  that  enhance  the 
Army's  power  projection  capabilities.  Cuts  in  the  fiscal  year  1996  budget  must  be 
avoided  or  we  will  not  be  capable  of  preserving  key  modernization  capabilities  and 
future  readiness.  In  a  similar  vein,  the  current  restrictions  placed  by  Congress  on 
the  Army  financial  management  system  take  away  the  Army  s  flexibility  to  manage 
its  budget.  The  effect  of  these  restrictions  is  our  inability  to  react  to  unexpected  re- 
quirements such  as  contingency  operations  or  to  fund  new  RDT&E  projects  (in  ex- 
cess of  $4  million)  that  take  advantage  of  new  technologies  or  of  a  time  sensitive 
nature.  Events  of  the  last  year  support  our  need  to  have  flexibility  in  the  manner 
in  which  we  manage  our  funds. 

We  must  be  careful  not  to  shortchange  the  men  and  women  who  volunteer  to  wear 
the  uniform  of  the  U.S.  Army  and  this  Nation.  This  is  not  an  easy  task,  but  we  must 
seriously  address  the  backlogs  in  base  operations,  depot  maintenance,  real  property 
construction  and  repair,  and  begin  the  recapitalization  process  in  research  and  de- 
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velopment,  and  procurement  if  we  are  to  maintain  the  world's  best  equipped,  best 
trained,  and  best  prepared  Army.  The  senior  leadership  of  the  Armv  looks  forward 
to  vvorking  with  the  Members  of  Congress  as  we  prepare  a  defense  budget  that  col- 
lectively meets  our  responsibility  to  protect  America's  national  security  interests 
now  and  into  the  21st  Century. 

Senator  McCain.  Thank  you  very  much,  General.  Admiral 
Boorda. 

STATEMENT  OF  ADM.  J.M.  BOORDA,  CHIEF  OF  NAVAL 
OPERATIONS 

Admiral  Boorda.  Grood  morning,  Mr,  Chairman,  Senators.  I  also 
have  a  statement  for  the  record. 

This  morning  as  I  prepared  for  this  hearing,  right  before  I  came 
over,  I  decided  to  make  a  summary  of  that  statement  which  re- 
sponds, I  hope,  precisely  to  your  letter  and  to  your  opening  state- 
ment. While  it  is  relatively  brief,  I  hope  it  will  get  to  the  heart  of 
what  you  are  trying  to  discuss  this  morning. 

First,  our  focus,  given  limited  resources  in  an  uncertain  security 
situation,  has  been  on  near  term  readiness.  There  is  no  question 
about  that.  I  believe  it  is  the  only  prudent  course  that  a  military 
leader  could  take  today.  Today's  sailors  and  marines  will  be  sent 
into  situations  where  they  may  find  themselves  in  combat — we  just 
did  that  in  Somalia  last  month,  and  we  are  doing  it  every  day  in 
other  places  in  the  world — but,  to  send  them  in  an  unready  condi- 
tion would  be  exactly  wrong.  I  do  not  think  you  will  find  any  serv- 
ice Chief  that  will  do  that,  at  least  willingly.  So  today's  readiness 
is  the  policy  of  the  Department  that  takes  precedence  in  this  budg- 
et submission,  and  it  is  a  policy  with  Secretary  of  Defense's  words 
which  I  agree. 

As  you  have  so  clearly  stated,  and,  as  we  have  said  in  previous 
hearings  this  year,  focusing  on  today's  readiness  requires  difficult 
decisions  regarding  investment  for  tne  future,  and  the  balance  be- 
tween the  two.  I  do  not  think  that  is  a  new  question.  Except  in  the 
years  of  massive  rebuilding  of  our  forces,  it  is  a  question  we  have 
always  asked  and  tried  to  answer.  It  is  particularly  hard  right  now 
when  we  are  dealing  with  limited  resources. 

With  a  focus  on  today's  readiness,  again,  one  that  I  think  is  cor- 
rect, we  have  made  some  difficult  choices.  We  have  downsized  our 
Navy  as  rapidly  as  I  believe  is  prudent,  and  as  far  as  I  believe  we 
should  go. 

From  nearly  600  ships  just  a  few  years  ago,  we  stand  at  374 
today  and  are,  in  fact,  on  the  course  to  get  to  the  Bottom-Up  Re- 
view number  of  about  350.  From  almost  600,000  Navy  men  and 
women  just  a  few  years  ago,  we  are  headed  to  about  400,000,  and 
we  are  nearly  there. 

We  have  been  forthright  in  closing  bases  and  in  reducing  infra- 
structure, and  we  plan  to  close  even  more.  All  of  that  has  been 
done  with  a  view  toward  freeing  up  money  for  today's  readiness  for 
the  force  stinicture  we  have  lefl,  to  maintain  that  readiness  in  the 
immediate  future,  and,  hopefully,  to  free  up  additional  funds  to 
build  the  Navy  of  the  future. 

Can  we  do  today's  missions?  The  answer  is  yes,  we  can.  You  can 
and  should  be,  I  think,  very  proud  of  today's  sailors  and  today's 
marines.  We  are  doing  everything  that  the  National  Command  Au- 
thority and  the  people  of  the  United  States  demand  of  us,  but  we 
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are  at  the  limits  of  our  ability  to  take  on  new  missions  without  in- 
creasing personnel  tempo  or  reducing  prudent  maintenance  beyond 
limits  which  I  think  are  unacceptable.  We  can  do  what  we  are  sup- 
posed to  do  today,  but  we  are  no  longer  on  the  "ragged  edge,"  a 
term  I  do  not  like  to  use.  We  are  as  little  and  as  lean  as  we  can 
be. 

You  are  well  aware  of  the  financial  implications  of  unplanned 
missions.  You  struggled  with  and,  thank  goodness,  passed  the  sup- 
plemental for  this  year.  We  would  have  been  hollow  without  that 
supplemental.  We  would  not  have  had  to  worry  about  future  readi- 
ness; today's  readiness  would  have  been  unsatisfactory.  I  would 
like  to  thank  you  for  your  personal  work  on  making  that  happen 
and  making  it  happen  in  time. 

You  said  the  focus  of  this  hearing  would  be  on  the  future,  and 
I  have  concerns  for  the  future.  While  our  plans  are  logical  and 
sound,  they  require  the  funding  levels  that  are  presently  included 
in  our  longer-range  planning,  the  "bow  wave"  you  talked  about. 
History  tells  us  tnat  future  funding  is  often  overestimated,  and 
that  as  future  years  become  the  present  years,  we  have  less  money 
than  we  anticipated. 

Because  we  have  put  so  much  of  today's  money  and  tomorrow's 
Navy  in  the  outyear  funding  category,  it  is  imperative  that  future 
funding  actually  materialize.  If  it  does  not — if  we  follow  the  trends 
"of  the  past  several  years  and  we  reduce  funding  as  time  goes  on, 
if  we  do  not  realize  the  savings  of  our  downsizing  and  restructur- 
ing, if  we  do  not  keep  the  funds  that  we  save — if  in  fact  we  do  save 
them — and  if  we  don't  apply  those  funds  to  the  Navy  of  the  fu- 
ture— then  the  Navy  of  the  future  will  not  be  large  enough  or  mod- 
ern enough  to  accomplish  the  tasks  that  will  be  required.  We  have 
that  "bow  wave,"  that  mountain  to  climb,  that  you  talked  about. 

I  would  argue  strongly  for  stable  funding,  for  staying  the  course 
and  meeting  those  "bow  wave"  requirements,  or  if  we  do  not  think 
we  are  going  to  be  able  to,  to  find  a  way  to  deal  with  it  earlier  by 
adding  funds  where  possible,  and  for  further  savings  that  we  can 
reinvest  through  smarter  buying  and  by  maintaining  reasonable 
building  programs  in  each  of  the  years.  This  way,  our  industrial 
base  is  maintained  and  our  costs  are  not  allowed  to  grow. 

There  are  three  risks  in  our  approach:  the  approach  of 
downsizing,  attempting  to  free  up  funds  for  the  future,  and  getting 
well  in  the  outyears.  There  are  big  risks  there.  First  and  foremost, 
we  must  not  succumb  to  the  temptation  to  continually  reduce  our 
estimates  of  what  is  required  in  an  attempt  to  make  what  is  avail- 
able appear  to  be  what  is  needed. 

For  that  reason  I  have  strongly  supported  the  Bottom-Up  Review 
force  structure  and  numbers  for  the  Navy.  It  is  a  basis  on  which 
to  plan.  It  is  roughly  right,  given  the  situations  we  now  face  and 
can  postulate  for  the  future. 

Less  is  not  enough;  more  is  better,  but  maybe  it  is  not  affordable. 
That  is  a  decision  you  will  have  to  make.  We  need  something  on 
which  to  plan,  so  that  we  are  not  in  free-fall.  The  Bottom-Up  Re- 
view is  the  number  that  I  have  chosen  to  plan  on. 

I  am  concerned  about  the  Navy's  procurement  strategy.  We  re- 
quire increased  building  rates  in  the  future  for  both  ships  and  air- 
craft. If  these  plans  are  realized,  we  will  be  all  right.  If,  however. 
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we  follow  history  and  reduce  money,  ships,  and  aircraft  over  time, 
the  basic  math — and  it  is  in  the  report  on  readiness  from  the  re- 
tired four  stars — ^tells  us  we  will  be  in  a  downward  spiral.  That  spi- 
ral will  have  ships  and  aircraft  reaching  the  end  of  their  useful  life 
and  nothing  new,  nothing  modem  enough,  to  replace  them. 

We  cannot  permit  that  to  happen.  If  we  do,  today's  readiness  will 
have  been  purchased  at  the  expense  of  future  readiness.  Toda/s 
sailors  and  marines  who  sail  in  good  ships  with  good  aircraft,  albeit 
in  reduced  numbers,  will  be  sailing  in  old  ships  and  old  aircraft 
that  will  not  meet  the  threat  of  the  future.  They  will  be  employing 
ordnance  that  is  not  equal  to  the  threat  or  the  technology.  We  must 
stay  the  course.  If  we  do  not,  we  will  leave  a  legacy  to  our  succes- 
sors that  we  will  not  be  able  to  look  to  with  pride. 

Our  past  approach  of  neglecting  infrastructure,  investment,  and 
quality  of  life  for  our  people  is  one  we  cannot,  and  must  not,  re- 
peat. I  am  heartened  by  the  approach  taken  by  Secretary  Perry 
with  regard  to  quality  of  life  for  our  people.  They  deserve  decent 
housing,  adequate  pay,  retirement  benefits — which  they  are  wor- 
ried about  right  now — and  good  medical  care.  While  their  work  as 
sailors  and  marines  takes  them  away  from  home,  we  must  not 
overdeploy  them.  We  must  give  them  adequate  time  and  adequate 
funding  to  take  care  of  their  personal  lives  and  to  take  care  of  their 
equipment. 

These  issues  concerning  adequate  readiness — numbers  of  ships 
and  aircraft  and  people;  proper  amounts  of  training  and  operating 
funds;  equipment  maintenance  and  quality  of  life — these  are  the 
key  issues  for  us  today  and  for  the  future. 

The  1996  budget  request  deals  with  these  key  issues  in  an  appro- 
priate way  for  fiscal  year  1996.  The  issue  of  future  readiness  is, 
however,  a  most  difficult  one.  While  our  planning  is  good,  it  is  built 
upon  a  premise  that  the  money  for  the  future  will  actually  be 
there,  that  the  savings  will  be  realized,  and  that  we  will  use  those 
savings  for  the  purposes  intended. 

As  I  said,  we  are  no  longer  on  the  ragged  edge.  Instead,  we  have 
defined  the  limits  of  what  we  must  do  to  be  ready  in  the  future. 
We  are  ready  today,  but  we  must  build  for  the  future  by  following 
through  and  actually  accomplishing  what  we  set  out  to  do.  That 
"bow  wave"  you  talked  about  is  a  significant  concern  and  somehow 
together  we  must  find  a  way  to  deal  with  that. 

Thank  you.  Senator.  I  will  be  happy  to  answer  your  questions. 

[The  prepared  statement  of  Admiral  Boorda  follows:] 

Prepared  Statement  by  Adm.  J.M.  Boorda,  Chief  of  Naval  Operations 

Mr.  Chairman,  members  of  the  committee,  it  is  my  pleasure  to  testify  today  as 
we  review  the  readiness  of  our  Navy  and  the  specifics  oi  the  President's  1996  budg- 
et. I  am  well  aware  of  the  superb  support  our  Navy  and,  specifically,  our  Navy  peo- 
Fle  have  received  here  over  the  years  and  I  would  like  to  thank  you  for  that  support, 
am  particularly  grateful  for  the  leadership  each  of  you  provided  in  the  recent  pas- 
sage of  the  much  needed  supplemental  appropriation. 

The  Navy's  1996  budget  submittal  requests  $66.5  billion.  As  this  budget  was  pre- 
pared within  the  Department,  and  with  close  coordination  with  our  sister  service, 
the  Marine  Corps,  we  followed  a  consistent  and  I  believe  very  logical  approach.  That 
is:  We  considered  today's  Readiness  as  a  "must  fund"  issue.  Knowing  tnat  our  forces 
could  be  called  upon  at  any  time,  knowing  that  forces  we  put  Forward  .  .  .  From 
the  Sea  must  be  ready  to  do  whatever  is  required  of  them,  we  knew  that  it  would 
have  been  simply  wrong  to  deny  them  the  size,  weapons  and  equipment,  training 
and  supplies  they  might  require  to  carry  out  their  missions.  To  maintain  our  readi- 
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ness  we  have  requested  $21.2  billion  for  our  Operations  and  Maintenance  (Active 
Navy)  account.  Readiness  was  Navy's  highest  requirement  as  it  was  for  the  Sec- 
retaries of  the  Navy  and  Defense  and  you  will  see  that  theme  throughout  our  sub- 
mission. 

Readiness  is,  as  you  know,  an  extremely  fragile  commodity.  It  depends  upon  hav- 
ing adequate  numbers  of  properly  trained  personnel.  It  depends  upon  having  ade- 
quate numbers  of  capable  ships  and  aircraft.  And,  of  course,  it  depends  upon  keep- 
ing those  ships  and  aircraft  operable  by  conducting  needed  maintenance  and  having 
the  required  spare  parts  to  repair  emergent  eauipment  failures. 

Reaainess,  todays  readiness  and  that  of  the  future,  depends  upon  people.  Our 
budget  request  seeks  $18.3  billion  to  support  our  Active  and  Reserve  personnel  pro- 
grams. We  have  wonderful  men  and  women  in  our  Navy  and  I  couldn't  be  prouder 
of  them.  They  are  smart,  well  trained  and  motivated.  They  have  joined  and  stayed 
with  us  throughout  the  downsizing.  However,  if  we  don't  treat  them  properly,  if  we 
don't  provide  them  the  quality  of  life  they  deserve,  they  will  not  stay  with  us  over 
the  long  term.  The  1996  budget  reflects  the  need  for  quality  of  life  for  our  people. 
In  addition  to  the  housing  upgrades,  welfare  and  recreation  programs,  comjiensation 
initiatives,  promotion  opportunities  and  other  key  programs,  tne  Secretary  of  De- 
fense has  added  great  emphasis  to  Quality  of  Life  by  setting  aside  significant  funds 
for  improvement.  I  urge  you  to  favorably  consider  these  proposals  for  they  will  make 
the  dinerence  for  our  people  and,  in  the  end,  for  our  reaainess. 

A  key  quality  of  life  and  resulting  readiness  factor  is  the  amount  of  time  our  per- 
sonnel spend  away  from  home.  We  have  done  a  good  job  of  holding  the  line  on  the 
length  of  forward  deployments  for  our  sea-duty  personnel  to  6  months.  As  our  Navy 
gets  smaller  we  have  had  to  work  harder  to  hold  to  this  limit  but  I  am  happy  to 
report  that  we  have  been  successful.  That  is,  however,  only  part  of  the  story.  We 
must  also  provide  sufficient  time  at  home  between  6  month  deployments  in  order 
to  permit  me  necessary  maintenance  and  training  without  overtaxing  our  people 
ana  our  ships  and  aircraft.  It  would  do  little  good  to  limit  deployments  to  6  months 
if  we  simply  deployed  again  in  such  a  short  time  that  our  people  were  never  home 
and  our  systems  could  not  be  maintained.  To  put  the  challenge  of  high  naval 
PERSTEMPO  rates  into  persoective,  last  month  on  a  typical  day  (March  14)  133,000 
DOD  personnel  were  forwara-deployed  away  from  home.  Of  these  98,000  were  sail- 
ors or  marines  (84,000  sailors). 

In  order  to  deal  with  this  essential  need  to  maintain  a  reasonable  operating  tempo 
as  we  have  become  smaller,  we  have  taken  a  two  pronged  approach.  First,  we  have 
reduced  forward  deployments.  For  example,  at  the  height  oi  the  Cold  War  we  de- 
ployed two  carrier  battle  groups  forward  for  the  command  of  Commander  in  Chief 
of  U.S.  Forces  Europe.  Each  of  those  battle  groups  had  a  carrier,  nine  surface  war- 
ships and  several  support  ships.  Today  a  single  forward-deployed  carrier  group  is 
in  CINpEUR's  AOR  only  about  three-quarters  of  the  year  and  it  has  six,  not  nine, 
surface^warships.  This  is  typical  of  the  reductions  we  have  made.  We  have  examined 
the  way  we  train  for  these  deployments  and  reduced  appropriately,  just  this  year 
making  changes  which  provide  the  average  ship  with  an  additional  19  days  in  home 

f»ort  between  6  month  missions.  We  are  reorganizing  Atlantic  and  Pacific  Fleet  sur- 
ace  forces  to  create  smaller  squadrons  with  tailored  training  and  makeup,  in  order 
to  improve  continuity  of  command  and  reduce  time  away  from  home  while  still  pro- 
viding maximum  forward  presence  with  a  smaller  force.  All  of  this  is  being  done, 
in  my  opinion,  with  prudent  risk  and  maintaining  our  ability  to  meet  the  minimum 
requirements  of  the  Unified  Commanders  in  Chiei. 

Earlier  Navy  plans  had  projected  a  Navy  of  330  ships,  16  below  the  Bottom-Up 
Review  force  structure  of  346.  In  the  Navy's  1996  budget  we  have  retained  some 
ships  previously  slated  for  decommissioning.  We  will  seek  to  retain  a  few  more  in 
the  future  years  to  have  346  ships  in  1999  as  determined  in  the  BUR.  This  modest 
adjustment  will  permit  us  to  stay  within  our  OPTEMPO  and  PERSONNEL  TEMPO 

foals  when  it  is  coupled  with  the  training  and  organization  changes  we  have  made, 
'his  is  very  important  from  both  quality  of  life  and  mission  accomplishment  points 
of  view. 

Readiness,  also,  requires  that  we  properly  maintain  our  ships  and  aircraft  and  our 
facilities  which  support  our  operating  forces.  We  have  carefully  reviewed  the  pro- 
jected levels  of  ship,  aircraft  and  facilities  maintenance  backlogs  and  believe  that 
they  are  both  manageable  and  represent  an  acceptable  level  of  readiness  risk.  We 
are  willing  to  accept  this  risk  as  more  acceptable  than  the  immediate  loss  of  readi- 
ness which  would  result  from  alternative  reduction  in  OPTEMPO  levels  or  recapital- 
ization for  the  future. 

Mid-term  and  longer-term  readiness  depends,  of  course,  upon  keeping  the  future 
force  capable  through  introduction  of  new  technology  and  introduction  of  new  ships 
and  aircraft.  The  fiscal  year  1996  RDT&E  budget  request  of  $8.2  billion  includes 
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both  science  and  technology,  and  research  and  development  for  the  systems  essen- 
tial to  our  modernization  strategy.  Our  request  also  demonstrates  our  commitment 
to  remain  at  the  forefront  of  science  and  tecnnology  which  we  have  a  unique  interest 
in  while  remaining  abreast  of  and  taking  advantage  of  progress  made  in  civilian  re- 
search sectors. 

While  overall  I  believe  our  readiness  is  sufTicient  today,  there  are  storm  signals 
in  the  air  that  in  some  individual  areas  we  have  stretched  too  far.  For  example, 
some  of  our  aviation  squadrons  are  stretched  thin  and  we  are  working  on  necessary 
adjustments  in  personnel  and  training  to  improve  their  readiness  to  the  right  level. 

WhUe  our  focus  has  been  on  near-term  readiness,  we  recognize  that  if  we  do  not 
modernize  at  a  higher  rate  we  ultimately  place  future  readiness  at  risk.  In  the  past 
several  years  we  nave  reduced  ship  procurement  rates  by  72  percent  and  aircraft 
procurements  by  70  percent.  That  downward  rate  in  procurement  cannot  continue. 
For  that  reason,  the  NaNy's  budget  proposes  a  real  after- inflation  increase  in  its  pro- 
curement account  of  17  percent  from  fiscal  year  1996  to  fiscal  year  1997.  Our  Ship- 
building and  Conversion  request  for  fiscal  year  1996  is  for  just  over  $5  billion.  Our 
Aircraft  Procurement  request  is  for  $3.9  billion.  We  are  pressing  ahead  with  the 
DDG-51  building  program  and  development  of  a  new  shio  or  ships  for  the  next  cen- 
tury, with  completion  of  SSN-23  and  transition  to  the  New  Attack  Submarine  in 
1998,  with  the  funding  of  a  new  amphibious  ship  (LPD-17)  in  1998  to  replace  the 
overage  LPD— 4  class,  with  the  final  buy  of  F/A-18  C&D  aircraft  in  1996  and  transi- 
tion to  the  F/A-18  E&F  in  1997,  and  with  the  V-22  for  Marine  Corps  and  Special 
Operations  Forces.  We  are  also  making  progress  in  the  joint  program  of  developing 
a  Theater  Ballistic  Missile  Defense  for  deployed  U.S.  forces  and  allies  through  K&D 
and  testing  of  very  promising  capabilities  from  the  sea  with  missiles  fired  from  our 
DDG— 51  and  CG-47  class  snips.  This  program,  fully  joint  in  development  and  in 
later  execution,  is  essential  for  joint  warfighting  success.  We  have  demonstrated, 
with  the  Eisenhower  Battle  Group,  an  important  new  capability  called  Cooperative 
Engagement  Capability  wherein  are  control  quality  data  is  shared  between  firing 
units  of  all  services  enabling  fully  joint  warfare  against  the  most  modem  weapons 
we  may  face  in  the  future.  We  are  in  full  cooperation  with  the  Air  Force  in  develop- 
ment and  procurement  of  precision  guided  munitions  necessary  for  joint  warfare 
over  land  in  support  of  Army  and  Marine  Corps  forces. 

In  striving  for  balance  among  force  structure,  readiness  and  modernization  our 
building  programs  are  not  as  roDust  as  they  have  been  in  the  past;  we  have  reluc- 
tantly slowed  modernization.  But  given  the  funds  available,  I  believe  we  have  made 
the  right  choices. 

The  value  of  naval  forces  Forward  .  .  .  From  the  Sea  was  proven  once  again  in 
1994.  Let  me  provide  four  examples  from  last  year's  experience.  In  the  Adriatic  our 
carrier  battle  groups  and  amphioious  ready  groups  witn  embarked  marines  partici- 
pated in  a  fully  joint  and  combined  role  in  carrying  out  missions  associated  with 
the  tragic  war  in  Bosnia  and  the  dangers  inherent  in  the  Balkans  and  the  region. 
These  were  already  forward  deployed  forces  and  we  were  not,  as  a  result,  required 
to  surge  for  these  missions.  Of  equal  note  in  this  time  of  scarce  resources,  much  of 
the  cost  of  using  them  was  already  provided  for  and  therefore  resulted  in  only  a 
nominal  additional  expense  to  the  Nation.  We  also  participated  with  two  carrier  bat- 
tle groups,  in  the  Western  Pacific  this  past  summer  and  fall,  when  tensions  rose 
as  a  result  of  the  concerns  about  nuclear  weapons  proliferation  by  North  Korea. 
Navy  ships,  a  high  of  24  at  one  time  including  amphibious  ready  groups  with  ma- 
rines, ana  two  aircraft  carriers  with  Army  forces  embarked  were  full  participants 
in  our  Nation's  operations  related  to  Cuban  migrants  and  Haitian  missions  this  past 
fall  and  our  Naval  Base  in  Cuba  remains  fully  involved  in  the  aftermath  of  this  situ- 
ation. My  final  example  is  Operation  Vigilant  Warrior  when,  in  October,  land  forces 
of  Iraq  moved  south  and  threatened  to  repeat  their  earlier  violations.  A  carrier  bat- 
tle group  led  by  U.S.S.  George  Washington  and  an  amphibious  ready  group  led  by 
U.S.S.  Tripoli  were  on  station  almost  immediately  in  what  turned  out  to  be  a  suc- 
cessful demonstration  of  U.S.  commitment  and  power  to  avoid  repeated  conflict  in 
this  volatile  region.  These  are  simply  examples.  Naval  forces.  Forward  .  .  .  From 
the  Sea,  are  on  station  and  ready,  in  a  fully  joint  and  combined  manner,  to  lead 
and  participate  in  unilateral,  bilateral  and  fully  combined  operations  whenever  and 
wherever  this  Nation  requires  them.  In  the  past  few  weeks,  amphibious  forces  and 
a  cruiser  from  the  Constellation  Carrier  Battle  Group  have  been  involved  in  the 
withdrawal  from  Somalia,  again  in  a  fully  joint  way  and  in  combined  operations 
with  other  nations.  Because  we  are  forward  our  Nation  can  call  upon  these  ships, 
aircraft  and  personnel  without  the  need  for  surge  from  the  United  States  and  with- 
out the  need  for  permission  to  base  them  on  foreign  soil.  Rapid  response,  significant 
force,  visible  presence — these  are  all  important  contributions  of  naval  forces.  Navy 
and  Marines,  positioned  forward. 
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We  are  ready  today.  We  will  be  ready  in  the  future  if  we  have  the  programs  we 
need,  and  can  maintain  high  quality  personnel  in  the  numbers  we  need.  As  a  result, 
I  am  asking  your  continued  support  of  our  recruiting  efforts  in  a  difficult  maricet- 
place.  I  ask  for  your  support  of  our  quality  of  life  programs,  for  they  form  the  basis 
of  a  retention  program  designed  to  keep  the  very  best  with  us.  I  ask  for  your  sup- 
port for  a  force  structure  that  adequately  responds  to  the  need  for  forces  forward 
while,  at  the  same  time,  meets  the  need  for  larger  force  deployments  in  the  event 
of  MRC  level  combat  requirements.  Finally,  I  ask  for  your  continued  support  of  our 
research  and  development,  and  our  procurement  reauirements  for  the  future.  A 
Navy  that  is  too  small  and  lacks  the  technological  eage  that  will  be  necessary  to 
fight  and  win  in  the  future  should  not  be  the  result  of  our  concentration,  albeit  nec- 
essary concentration,  on  near-term  readiness.  Together  we  can  work  to  prevent  that 
outcome  even  as  we  work  to  keep  today's  force  fully  ready  for  today's  security  situa- 
tion and  the  missions  we  can  anticipate.  While  keeping  our  focus  on  today's  readi- 
ness we  must  also  plan  for  the  future  in  a  troubled  and  uncertain  world. 

In  summary,  you  have  a  first-rate  Navy  today.  It  is  a  Navy  manned  by  high  qual- 
ity people  with  top  quality  systems.  You  can  count  upon  them  to  do  the  very  best 
they  can  with  the  resources  we  provide.  They  proved  that  in  1994  and  they  will  do 
80  again  this  year.  Our  challenge  is  to  continue  to  move  forward,  to  maintain  today's 
high  readiness,  while  at  the  same  time  to  ensure  those  who  serve  in  the  future  will 
have  what  they  need  to  carry  out  their  duties  in  the  years  to  come.  Thank  you.  I 
would  be  pleased  to  answer  any  questions. 

Senator  McCaesi.  Thank  you,  Admiral.  General  Mundy. 

STATEMENT  OF  GEN.  CARL  E.  MUNDY,  JR.,  COMMANDANT  OF 
THE  MARINE  CORPS 

General  Mundy.  Good  morning,  Mr.  Chairman,  and  to  all  of  you. 
Gentlemen,  thank  you  for  the  opportunity  to  be  before  you.  You 
have  thrown  some  "bouquets,"  as  Senator  Cohen  described  them, 
our  way.  I  will  tell  you,  as  he  has  already  said,  that  coming  from 
the  four  of  you  they  are  especially  big  bouquets.  They  mean  a  lot, 
both  in  friendship  and  in  the  privilege  of  being  able  to  work  with 
people  like  you. 

I  think  you  probably  will  get  something  of  a  barbershop  quartet 
up  here  this  morning,  because  I  think  we  all  are  on  the  same  trail. 
I  hate  to  say  it  all  over  again,  and  will  not.  I  have  submitted  a 
brief  statement.  I  would  certainly  support  what  the  two  colleagues 
to  my  right  and  what  I  know  General  Fogleman  is  going  to  say 
here  with  regard  to  stability  and  those  things  that  we  have  talked 
about. 

We  seem  to  be  on  something  of  a  rollercoaster  from  year  to  year. 
You  cannot  manage  an  organization  very  well  when  you  do  not 
know  what  the  funds  are  going  to  be  a  year  from  now  and  there 
is  very  little  flexibility  in  there  to  manage  them. 

I  have  been  searching  for  a  term  to  try  to  describe  meaningfully 
to  you  where  I  think  we  are.  We  are  not  hollow  and  we  are  not  un- 
ready. If  you  will  point  the  way,  we  will  go  anywhere  and  whip 
anybody  that  you  want  whipped  today.  The  United  States  Armed 
Forces  are  the  gold  standard.  There  is  no  question  about  that;  that 
we  are  capable  today  of  doing  that.  All  of  us  share  the  same  con- 
cern for  the  future  as  you  have  and  as  is  the  focus  of  this  hearing. 

I  think  if  I  describe  the  Corps  to  you  today,  we  have  not  stopped 
doing  anything.  In  the  now  almost  4  years  that  I  have  been  here, 
nothing  has  stopped.  We  are  still  doing  everything  that  we  were 
doing  before.  In  the  case  of  the  Marine  Corps  force  structure,  the 
right  numbers  of  people  to  be  able  to  do  these  sorts  of  things  every 
day  of  the  year — not  just  on  two  MRCs  that  are  the  least  likely  cir- 
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cumstance  we  are  going  to  face,  but  on  every  day  of  the  year.  Force 
structure  is  what  it  is  all  about  for  us. 

We  are  at  a  level,  as  Admiral  Boorda  has  played,  that  I  could  not 
in  good  conscience  reduce  the  Marine  Corps  one  additional  marine. 
I  cannot  do  that.  I  cannot  give  that  type  of  military  advice  to  any 
of  my  superiors  or  to  this  body.  We  are  where  we  need  to  be,  as 
he  said.  We  cannot  go  any  further  in  force  structure. 

We  speak  and  we  focus  on  technology  and  modernization,  and 
well  we  should  because  that  is  of  concern  to  all  of  us.  However,  I 
will  tell  you — and  Greneral  Sullivan  and  I  know  this  and,  of  course, 
it  is  a  Navy  installation,  so  I  think  all  of  us  are  involved,  in  fact 
there  will  be  air  policemen  down  there — to  manage  the  Cuban  mi- 
grant situation  in  Guantanamo  currently  requires  23  companies  of 
U.S.  personnel.  Twenty-three  companies — that  is  a  lot  of  soldiers 
and  a  lot  of  marines  and  a  lot  of,  again,  air  police.  We  are  using 
air  police  in  that  role.  They  will  not  be  armed  with  tanks  or  with 
fighters  or  with  bombers  or  with  V-22s  or  what  have  you,  but  they 
are  young  Americans  that  are  down  there  for  6-month  stints  of 
duty  managing  that  particular  problem.  It  takes  people  to  do  what 
we  do  around  the  world  every  day. 

That  is  fundamentally  important  to  me.  Again,  I  will  say  to  you, 
as  I  have  many  times  since  I  got  here,  and  to  my  civilian  superiors 
in  the  Pentagon,  that  I  cannot  go  any  lower  in  the  Marine  Corps 
and  continue  to  do  that. 

The  Marine  Corps  right  now  is  shallow;  we  are  not  hollow.  We 
are  happy.  Marines  in  the  field  think  they  are  doing  one  heck  of 
a  job  for  the  Nation,  and  they  are.  They  feel  good  about  themselves 
and  they  feel  good  about  the  way  they  are  doing  it;  but  we  are 
shallow. 

I  passed  through  Okinawa,  and  it  comes  to  mind  because  this 
was  one  snapshot  in  time,  in  August  1991.  The  Heavy-Lift  Heli- 
copter Squadron  that  was  in  the  unit  deployment  cycle  at  that  time 
numbered  240  marines  and  16  heavy-lift  helicopters.  I  passed 
through  there  again  2  months  ago.  That  same  squadron  was  back, 
because  they  are  rotated  in  unit  deployment,  and  it  has  202  ma- 
rines on  the  rolls. 

Now,  two  of  you  gentlemen  are  pilots.  You  know  very  well  that 
we  still  have  16  airplanes  and  we  still  have  the  same  number  of 
pilots.  However,  the  quality  assurance  chiefs,  the  gunnery  ser- 
geants that  should  be  and  are  in  there  filing  the  QA  reports  on  air- 
planes, are  also  turning  wrenches  fixing  airplanes  on  the  flight 
line. 

Are  we  still  ready?  Yes,  but  we  are  ready  at  the  expense  of  18- 
hour  days.  We  are  ready  at  the  expense  of  using  people  in  roles 
which  they  certainly  are  capable  of  doing,  but  perhaps  at  some  ex- 
pense to  the  quality  assurance  that  that  squadron  is  getting.  I 
could  go  across,  I  think,  a  wide  variety  of  types  of  organizations. 

We  choose  to  do  that,  and  fortunately,  thank  goodness,  our  peo- 
ple answer  that  bill.  They  do  not  complain  much  about  that.  The 
working  hours  are  long  out  there  and  the  demands  on  the  individ- 
uals are  high.  Retention  is  good  for  us  right  now,  because  they  feel 
like  they  are  doing  an  important  job. 

We  are  shallow.  We  do  not  have  a  lot  of  depth  unless  we  reach 
over  here  and  plus  ourselves  up  to  be  able  to  send  forth  a  "full  up 


22 

round,"  if  you  will,  on  a  particular  contingency.  That  has  to  do  with 
force  structure. 

As  to  the  two  MRC  focus,  perhaps  there  is  a  g^eat  amount  of 
focus  on  that,  as  well  it  should  be.  That  is  our  strategy.  Again,  I 
would  point  out  that  there  are  some  caveats  in  there;  there  is  a  gap 
in  there.  We  all,  I  think,  would  say  to  you  that  the  long  pole  and 
the  tent  in  the  two  MRC  strategy  is  our  strategic  mobility  and 
being  able  to  get  there,  to  a  degree  our  logistic  sustainability.  In- 
deed, with  the  number  offerees  that  we  have  we  probably  can  fight 
two  MRCs  and  can  meet  those  requirements.  For  marines,  for  the 
amphibious  ships  and  what  not,  it  means  swinging,  but  that  is  part 
of  tne  strategy.  So,  we  are  able  there. 

With  regard  to  modernization,  I  can  give  it  to  you  in  relatively 
simple  terms.  The  helicopter  that  we  fly — and  I  know  this  is  a  very 
old  saw  up  here,  you  have  been  hearing  it  for  12  years  now — it  is 
now  an  average  age  of  27  years  old.  We  are  at  the  current  level 
of  funding  that  is  then  applied  to  fix  that. 

With  the  V-22,  we  will  buy  that  airplane  for  the  next  27  years 
to  replace  a  27-year-old  helicopter  today.  We  will  have  to  slip  the 
27-year-old  helicopter  at  about  age  30  and  we  will  spend  $1  billion 
to  make  that  old  helicopter  still  capable  of  continuing  until  it  is  50 
years  old,  when  we  are  finally  reaching  a  point  where  we  will  be 
replacing  what  we  badly  need  today.  Have  we  stretched  out  pro- 
grams and  again  shallowed  those  programs  or  made  them  a  tight 
rubberband?  Yes,  we  certainly  have  in  just  about  any  area  that  I 
can  point  out  to  you. 

Our  truck  fleet  along  with  the  Army  right  now  is  about  14  years 
old.  Is  anybody  in  the  room  driving  a  14-year-old  car  today.  Maybe 
somebody  has  an  antique  and  will  raise  his  hand  yes,  but  these  are 
vehicles  that  have  to  be  used  for  heavy  and  very  deliberate  pur- 
poses. We  can  upgrade  them,  we  can  rebuild  them,  and  we  are  pre- 
pared to  do  that.  That  is  going  to  be  a  cost.  That  will  be  one  of 
these  about  2001  or  so  that  we  will  begin  to  see  the  bills  come  due 
on. 

The  Assault  Amphibian  vehicles  that  were  used,  as  Admiral 
Boorda  pointed  out,  as  recently  as  in  Somalia  to  extract  the 
UNISOM  forces  that  were  there,  currently  average  about  22  years 
old  in  age.  The  bill  is  coming  due.  They  are  running  fine — they  are 
doing  fine — they  are  good  vehicles.  Again,  it  is  a  1965  Chevy  that 
we  must,  in  the  future,  take  some  steps  to  modernize  at  a  realistic 
rate. 

I  could  go  on.  I  could  talk  to  you  about  a  lot  of  other  things  that 
we  have.  With  regard  to  stability,  let  me  just  offer  this  too.  At  the 
present  time  I  think  for  any  of  us,  any  incentive  that  we  would 
nave  would  be  to  try  to  fix  ourselves  to  some  degree. 

If  I  identify  anything  that  I  think  I  could  change  or  reap  some 
dividends,  those  dividends  for  the  past  couple  of  years  will  leave 
me  and  go  to  pay  some  other  bogey  somewhere.  I  do  not  have  the 
incentive  that  a  business  does  of  being  able  to  say  "I  think  I  can 
do  it  a  little  bit  better  over  here,"  because  that  money  goes  away 
if  I  try  to  do  that. 

Stability,  once  again,  I  support.  I  would  support  also  the  state- 
ments with  regard  to  the  supplementals.  I  do  not  think  many  peo- 
ple realize  that  we  do  not  fund   contingencies.  You  buy  Armed 
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Forces  and  you  pay  to  train  us  and  you  pay  to  equip  us,  but  we 
do  not  fund  contingencies. 

To  give  you  some  idea — and  thank  vou  very  much  everyone  up 
here  who  saw  fit  to  provide  the  supplemental  for  us  that  was  so 
badly  needed — the  Marine  Corps  would  have  ceased  promoting  ma- 
rines May  1  without  that  supplemental.  We  would  not  have  pro- 
moted another  marine  until  October  1. 

We  can  talk  all  we  want  to  about  quality  of  life,  we  can  talk  all 
we  want  to  about  morale,  but  when  you  stop  promoting  people  be- 
cause you  do  not  have  enough  money  to  do  it,  that  is  not  a  "gold 
watch.  We  are  that  shallow  in  our  funding.  We  have  no  flexibility 
at  all  to  be  able  to  maneuver  over  humps  like  that. 

Finally,  regarding  the  quality  of  life.  I  often  use  the  reference 
that  the  best  quality  of  life  that  we  can  provide  to  the  young  fami- 
lies in  the  Corps,  to  the  fathers  and  mothers  in  America,  is  to  train 
them  hard  and  to  bring  them  back  alive.  We  have  to  make  sure  as 
we  look  at  these  quality  of  life  initiatives,  that  they  have  a  reason- 
able standard  of  life.  It  is  important  that  we  give  them  reasonable 
housing,  pay  raises,  and  so  on.  We  cannot  do  that  at  the  expense 
of  reducing  ammunition  or  the  amount  of  training  and  not  having 
them  ready  when  they  go  out. 

There  is  no  young  wife  out  there  in  any  one  of  our  services  that 
wants  a  casualty  call  in  a  very  nice  house  at  the  expense  of  a 
spouse  who  is  not  well-trained  and  capable  of  doing  his  or  her  job. 
That  to  me  is  the  bottom  line  in  quality  of  life.  Again,  the  ability 
and  the  resources  to  be  able  to  accomplish  that  are  very  shallow 
today.  I  thank  you  for  your  time,  gentlemen,  and  look  forward  to 
your  questions. 

[The  prepared  statement  of  General  Carl  E.  Mundy,  Jr.,  follows:] 

Prepared  Statement  by  Gen.  Carl  E.  Mundy,  Jr.,  Commandant  of  the  Marine 

Corps 

Mr.  Chairman  and  members  of  the  committee,  the  Marine  Corps  is  healthy  and 
ready  today.  We  continue  to  meet  all  commitments  with  operationally  ready,  rel- 
evant, and  capable  forces. 

At  the  outset,  let  me  state  that  I  support  the  President's  budget.  It  provides  the 
minimum  level  of  funding  necessary  to  provide  the  Nation  a  ready  Marine  Corps 
in  1996.  Readiness  is  what  the  Corps  is  all  about.  We  have  during  the  past  year, 
are  at  present,  and  will  during  the  coming  year,  continue  to  respond  to  the  calls 
placed  on  marines  to  support  our  national  security.  The  budget  before  you  buys  that 
current  readiness. 

To  summarize  our  requirements,  the  budget  supports: 

•  A  total  force  level  of  1,174,000  Active  and  42,000  Selected  Marine  Reservists.  This 

is  the  absolute  force  level  required  by  the  Corps  to  execute  the  national  military 
strategy  in  terms  of  warfighting,  peacetime  forward  presence,  and  operations 
other  than  war.  Our  manpower  accounts,  to  include  a  pay-raise,  are  fully  fund- 
ed. 

•  Operations  of  our  Fleet  Forces.  The  budget  finances  adequate  levels  for  routine 

operations,  training,  maintenance  and  repair  of  organic  ground  equipment. 
Depot  maintenance  is  financed  at  rates  tnat  allow  us  to  achieve  reasonable 
backlogs  in  the  future. 

•  Significant  improvements  in  the  quality  of  life  for  marines  and  the  sailors  who 

serve  with  us.  Additional  funding  is  included  in  this  budget  for  family  housing 
and  barracks  initiatives  particularly  in  the  areas  of  revitalization,  maintenance 
and  new  construction.  We  have  also  significantly  increased  funds  allocated  for 
morale,  welfare  and  recreation  support  for  marines  and  their  families.  The  per 
capita  amount  of  funding  for  marines  in  the  budget  before  you  approximates  for 
the  first  time,  that  of  the  other  services.  This  could  not  have  been  achieved 
without  the  combined  efforts  of  the  Secretary  of  the  Navy  and  the  Secretary  of 
Defense  who  added  resources  to  Marine  Corps  quality  of  life  enhancements. 
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•  Minimum  levels  of  investments.  Procurement  of  ammunition  and  modernized 
ground  equipment  is  at  a  historical  low.  We  have  allocated  increased  funding 
to  invest  in  the  maintenance  and  repair  of  our  bases  and  stations,  but  the  back- 
log in  this  critical  area  continues  to  grow.  This  is  an  approaching  critical  con- 
cern. 

We  have  a  healthy  force  in  readiness;  however,  it  is  also  a  "force-in-use,"  which 
continues  to  respond  ably  to  numerous  commitments.  This  past  year,  forward  de- 
ployed Navy/Marine  Corps  Expeditionary  Forces  provided  a  powerful  presence  and 
continuous  on-scene  crisis  response  capability.  When  the  9-1-1  calls  went  out,  your 
marines  responded  at  the  highest  operating  tempo  in  many  peacetime  years. 

Most  recently,  marines,  first  to  arrive  in  Somalia,  returned  to  provide  security  for 
the  withdrawal  of  U.N.  forces  (Operation  United  Shield).  As  the  curtain  closed  on 
this  latest  chapter  of  our  Corps'  legacy,  marines  departed,  but  only  after  ensuring 
that  all  UNISOM  Forces  had  withdrawn  safely.  Despite  the  news  accounts  of  the 
flawless  execution  of  this  operation,  it  should  not  go  unnoticed  that  the  withdrawal 
was  accomplished  under  fire.  This  successful  operation  was  a  classic  example  of 
Naval  Forces  conducting  an  amphibious  withdrawal  and  returning  to  the  sea.  They 
did  this  safely  and  with  no  friendly  casualties  from  hostile  fire. 

Our  missions  in  the  post-Cold  War  environment  have  grown  steadily.  Currently, 
about  one  third  of  our  infantry  battalions,  helicopter  squadrons,  and  tactical  avia- 
tion squadrons  are  deployed;  another  one  third  are  undergoing  intense  training  in 
preparation  for  deployment.  However,  marines  understand  and  accept  the  profes- 
sional demands  and  challenges  associated  with  being  the  Nation's  force  in  readiness. 
Sustained  high  operational  and  deployment  rates  have  intensified  equipment  usage, 
thus  requiring  more  frequent  maintenance.  Yet  the  same  conditions  reduce  the  op- 
portunity to  conduct  necessary  maintenance,  resulting  in  the  early  aging  of  equip- 
ment. This  situation  is  common  to  much  of  our  1980s-procured  equipment.  Still,  our 
marines  manage  to  maintain  exceptionally  high  equipment  readiness  rates,  but  at 
a  cost  of  increased  labor  and  resources. 

Our  approach  to  modernization  has  been  and  continues  to  be  frugal,  relying  on 
product  improvements  and  upgrades  as  much  as  possible  to  save  procurement.  The 
majority  of  the  combat  essential  equipment  that  we  monitor  to  assess  our  readiness 
is  in  the  last  third  of  its  life  cycle,  where  repair  work  tends  to  be  labor-intensive 
and  expensive.  Eventually,  aging  equipment  becomes  too  expensive  to  economically 
maintain  and  must  be  replaced,  we  are  also  seeing  similar  trends  in  the  material 
condition  of  our  bases  and  stations.  Lack  of  adequate  investment  in  maintaining  our 
physical  plant  is  contributing  to  a  growing  backlog  of  maintenance  and  repair.  Over- 
all, our  current  funding  strategy  allows  us  to  meet  the  current  demands  on  the 
Corps  but  severely  lifts  our  ability  to  invest  in  future  readiness.  We  can  do  this  in 
the  short  term,  but  I  remain  concerned  about  the  not-so-distant  implications  in  con- 
tinuing to  defer  needed  investment  for  the  Marine  Corps  of  the  future. 

Like  the  Active  component,  the  Reserve  forces  face  readiness  challenges.  Reserve 
units  are  afiected  by  base  realignments  and  closures.  When  a  unit  is  relocated  be- 
cause of  a  base  closure,  it  will  take  3  to  5  years  to  rebuild  and  attain  full  combat 
readiness. 

Before  I  conclude,  I  would  like  to  address  two  other  issues.  The  first  is  on  contin- 

fency  operations.  Your  marines  are  forward-deployed  and  ready  to  respond.  The 
udget  is  structured  to  finance  our  operating  tempo.  But,  in  the  case  of  unplanned 
contingencies,  while  the  incremental  costs  may  be  relatively  small,  it  is  extremely 
important  that  these  incremental  costs  be  financed  in  a  timely  manner  in  order  to 
avoid  degradation  in  readiness.  I  would  like  to  thank  you  for  your  support  on  this 
year's  supplemental  request.  As  a  result  of  your  quick  action,  critical  training  will 
proceed  without  interruption. 

Second,  I  am  concerned  about  the  trends  I  am  seeing  in  Total  Force  recruiting. 
We  are  experiencing  continued  difficulties  in  recruiting  adequate  numbers  of  young 
Americans  to  staff  the  Armed  Forces.  Interest  in  serving  the  military  remains  low. 
At  the  same  time,  accession  requirements  of  the  services  are  climbing.  This  is  put- 
ting a  significant  strain  on  our  young  recruiters  and  their  families.  I  encourage  your 
continued  focus  to  ensure  we  can  recruit  the  adequate  number  and  quality  of  people 
to  staff  your  Marine  Corps. 

In  summary,  this  budget  provides  an  operationally  effective  and  ready  Marine 
Corps.  To  ensure  current  readiness,  we  have  deferred  investment  in  modernized 
equipment  for  our  ground  forces  as  well  as  investment  in  our  physical  plant  in 
terms  of  necessary  maintenance  and  repair.  We  can  do  this  in  the  short  term,  but 
I  remain  concerned  about  the  not  so  distant  implications  of  continuing  to  defer  need- 
ed investment  in  the  Marine  Corps  of  the  future.  My  assessment  is  that  at  the  cur- 
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rent  level  of  funding,  I  can  guarantee  the  continued  "health"  of  the  Corps  only 
through  fiscal  year  1997,  the  second  year  of  the  current  2-year  budget. 

Let  me  close  with  my  personal  assurance  that  your  marines  will  continue  to  an- 
swer the  Nation's  call.  TTiis  is  their  responsibility,  and  their  commitment.  My  re- 
sponsibility and  commitment,  working  with  the  Congress  and  my  civilian  leader- 
ship, is  to  provide  your  marines  the  resources  they  need  to  do  their  job.  I  look  for- 
ward to  working  with  you  to  meet  this  vital  obligation. 

Senator  McCain.  Thank  you,  General.  General  Fogleman. 

STATEMENT  OF  GEN.  RONALD  R.  FOGLEMAN,  CHIEF  OF 
STAFF,  U.S.  AIR  FORCE 

General  Fogleman,  Mr.  Chairman,  distinguished  members  of  the 
committee,  it  is  indeed  a  privilege  to  be  here  and  represent  the  ac- 
tive duty,  guardsmen,  reservists,  and  civilian  men  and  women  of 
our  Air  Force.  On  their  behalf,  I  would  like  to  thank  you  for  your 
commitment  to  ensuring  they  have  the  tools,  resources  and  oppor- 
tunities to  maintain  a  highly  capable  combat  edge.  I  will  tell  you 
that  we  have  a  ready  Air  Force  today. 

I  again  want  to  reinforce  what  my  fellow  chiefs  have  said  about 
the  importance  of  the  supplemental.  I  will  also  tell  you  that  I  am 
going  to  spend  a  few  minutes,  a  very  few  minutes,  here  focusing 
on  some  things  that  we  have  done  in  the  past,  understanding  that 
your  focus,  and  I  believe  a  very  correct  focus,  is  on  the  future. 

The  reason  that  I  want  to  do  this  is  that  there  are  those  out 
there,  Mr.  Chainnan,  who  would  have  you  believe  that  we  three 
gentlemen  up  here  still  represent  Cold  War  military  establish- 
ments, and  I  do  not  think  that  is  true.  I  think  that  when  people 
understand  some  of  the  things  we  have  done  over  the  past  4  or  5 
years,  there  is  not  a  lot  of  blood  left  in  this  turnip  that  we  can 
squeeze  out  internally. 

Today,  I  would  tell  you  that  we  are  very  well-postured  to  project 
power  and  forces  to  influence  events  and  to  protect  our  Nation's 

flobal  security  interests  as  part  of  a  joint  team.  In  fact,  the  Air 
'orce  is  doing  this  today.  I  am  reminded  how  we,  along  with  the 
members  of  other  services,  have  maintained  a  virtual  air  occupa- 
tion of  Iraq  over  the  last  4  years.  In  a  similar  manner,  we  have 
flown  humanitarian  aid  airlift  into  Bosnia  for  over  2V2  years,  twice 
as  long  as  the  Berlin  airlift  lasted. 

As  you  know,  we  have  also  supported  NATO  enforcement  and  re- 
inforcement of  a  no-fly  zone  with  our  fellow  Army,  Navy,  and  Ma- 
rine aviators  in  Bosnia.  We  have  had  AC-130s  and  tanker  crews 
that  supported  the  Mogadishu  withdrawal,  that  Carl  Mundy  just 
talked  about,  of  the  UNISOM  Forces. 

When  I  say  that  we  are  ready  today,  I  make  this  statement 
based  on  a  wide  range  of  indicators,  models  and  associated  reports. 
I  can  say  with  a  high  degree  of  confidence  that  in  the  aggregate, 
we  are  ready.  For  instance,  nearly  90  percent  of  our  units  are  com- 
bat ready. 

You  might  say,  "Well,  why  are  the  others  not  combat  ready?"  In 
the  main,  they  are  not  combat  ready  because  they  are  in  conversion 
status,  rather  than  because  of  supply,  equipment,  or  personnel. 
These  units  possess  the  resources;  they  have  conducted  the  appro- 
priate training  to  do  their  wartime  missions;  and  this  is  a  percent- 
age that  is  consistent  with  where  we  have  been  over  the  past  10 
years. 
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Another  indicator  in  the  aircraft  business,  of  course,  is  cannibal- 
ization  rates.  These  rates  have  been  stable  for  us  in  the  Air  Force 
over  the  past  5  years.  Likewise,  while  we  had  a  very  bad  week  last 
week,  our  flight  mishap  rates  are  below  the  10-year  average. 

While  our  major  aircraft  mission  capable  rates  have  fallen  some- 
what, that  is,  from  about  84.6  percent  in  1990  to  79.4  percent  in 
1994,  we  predict  that  we  will  be  able  to  maintain  the  current  pro- 
gram. These  rates  will  actually  start  climbing  toward  the  end  of 
this  year  because  of  some  investments  we  made  in  1993  and  1994. 

I  will  also  tell  you  that  these  rates  which  we  have  are  com- 
parable to  the  levels  we  had  in  1985  and  1986.  That  is,  in  1985  the 
overall  average  mission  capable  rate  was  about  74.7;  in  1986,  it 
was  77.8.  At  the  same  time,  I  will  admit  that  we  have  had  some 
PERSONNEL  TEMPO  problems,  particularly  with  some  of  our  spe- 
cial unique  assets  that  are  on  the  road  too  much:  AWACS,  the  air- 
borne command  and  control  aircraft,  and  our  rescue  forces. 

We  were  kind  of  caught  unaware  by  this.  As  we  drew  down  the 
force,  we  did  not  change  the  mix  between  the  Guard  and  Reserve 
for  some  of  these  assets.  This  year  we  have  been  able  to  get  the 
Guard  and  Reserve  more  involved.  We  have  done  a  little  cross-lev- 
eling. 

I  do  not  say  that  this  will  not  continue  to  be  a  problem,  but  it 
is  more  and  more  under  control.  I  will  tell  you  that  everything  is 
not  perfect.  But,  overall,  your  Air  Force  is  ready,  it  is  able,  and  it 
is  an  enthusiastic  partner  of  the  joint  team. 

I  would  like  to  reiterate  that  it  is  not  a  "Cold  War  Air  Force." 
I  can  say  this  because  as  an  institution  we  made  some  tough  deci- 
sions and  took  some  action  over  the  last  several  years.  It  really 
started  in  the  summer  of  1990  at  the  time  we  published  our  strate- 
gic vision,  "Global  Reach — Global  Power." 

A  lot  of  people  thought  that  was  a  bumper  sticker  to  do  a  top  to 
bottom  restructuring.  My  predecessor  was  at  the  lead  in  this  thing. 
We  cut  our  major  air  commands  from  13  to  8.  In  the  process  of 
doing  that,  we  stood  up  commands  like  Air  Combat  Command  and 
Air  Mobility  Command,  a  better  posture  to  use  the  former  Cold 
War  resources  in  the  current  environment,  things  like  combining 
our  airlift  aircraft  with  our  tankers. 

We  made  other  changes  in  the  organization;  we  eliminated  an 
entire  staff  and  management  level.  We  took  19  air  divisions  out  of 
our  Air  Force.  We  reduced  the  number  of  our  wings  that  we  oper- 
ated from  over  160  down  to  99.  We  accelerated  reductions  in  our 
force  structure.  We  reduced  our  combat  aircraft  by  roughly  50  per- 
cent, and  we  reduced  our  personnel  end  strength  by  one-third. 

We  have  worked  hard  to  reach  DOD  end  strengths  early.  We 
have  stepped  up  to  trying  to  swiftly  reduce  our  infrastructure.  In 
fact,  if  you  read  the  DOD  budget  submission  closely,  you  have  seen 
that  71  percent  of  all  of  the  DOD  BRAC  savings  in  this  decade  are 
a  result  of  Air  Force  actions  today. 

All  of  these  have  been  tough  and  they  have  been  painful  deci- 
sions. They  were  positive  decisions  that  the  leadership  made  to  get 
us  into  the  new  environment.  We  made  them  to  free  money  to 
maintain  readiness.  Your  support  of  readiness  has  been  superb, 
and  it  has  been  appreciated.  I  would  also  tell  you  that  you  are  on 
target,  though,  to  make  a  similar  commitment  to  tomorrow's  readi- 


27 

ness.  Today's  modernization  dollar  buys  tomorrow's  ready  relevant 
forces. 

Our  restructuring  actions  and  decisions  of  the  past  few  years 
have  allowed  us  to  maintain  what  I  would  describe  as  the  absolute 
minimum  modernization  program.  It  is  very  delicately  timed.  We 
have  to  capitalize  on  this.  In  the  near  term,  we  have  to  fix  our 
gpreatest  shortfall. 

Your  gray  beards,  and  I  apologize  to  those  distinguished  gentle- 
men in  advance  if  they  take  offense  by  that,  but  your  committee 
who  reported  to  you.  General  RisCassi  and  others,  pointed  out  that 
strategic  lift  is  probably  the  single  greatest  deficiency  facing  the 
Department  of  Defense.  We  are  trying  to  fix  the  air  part  of  that, 
sealift  and  airlift,  with  the  C-17  and  the  Non-Developmental  Airlift 
Aircraft. 

Carl  Mundy  talked  about  his  heavy  lift  helicopters.  I  could  tell 
you  that  this  Nation's  core  airlifter,  the  C— 141,  was  designed  in  the 
1950s,  was  built  in  the  1960s,  was  stretched  in  the  1970s,  and  we 
have  flown  it  hard  and  put  it  away  wet  ever  since. 

The  box  of  the  airplane  was  built  for  the  kind  of  equipment  that 
the  Army  and  the  Marines  operated  back  in  that  timeframe,  that 
is:  jeeps,  armored  personnel  carriers,  et  cetera.  It  is  not  designed 
to  support  the  kind  of  equipment  they  have  today. 

Another  modernization  priority  is  the  upgrade  of  our  bomber 
forces:  our  B-ls,  our  B-2s,  and  our  B-52s.  We  think  that  as  a 
power  projection  force,  the  capability  to  be  employing  these  assets 
while  we  deploy  the  rest  of  the  force  is  very  important  to  the 
CINCs. 

We  also  have  to  continue  to  provide  this  Nation's  fighting  forces 
with  the  capability  of  air  superiority.  I  would  like  to  just  point  out 
that  the  F-22  is  the  only  fighter  program  in  the  United  States 
today  that  is  sustaining  the  fighter  industrial  base.  It  is  the  only 
fighter  we  have  that  has  a  full  sweep  of  R&D,  engineering,  develop- 
ment, et  cetera. 

If  you  look  at  the  F-16,  if  you  look  at  the  F-15,  if  you  look  at 
the  F-18,  if  you  look  at  anything  else,  it  is  at  the  tough  labor  part 
of  the  development  and  fielding  process,  and  if  you  look  at  the 
JAST,  which  is  in  early  development  and  has  not  yet  reached  ma- 
turity. 

This  F-22  is  an  airplane  that,  because  of  its  stealth,  its 
supercruise,  and  its  integrated  avionics,  will  give  us  tremendous 
advantages  on  the  battlefield.  People  ask,  "Well,  where  do  you  see 
the  emerging  threat?"  We  have  the  capability  to  discuss  threats 
and  emerging  threats. 

The  thing  I  think  we  need  to  keep  in  mind  is  that  this  is  an  air- 
plane that  has  a  $19  billion  development  program.  We  have  al- 
ready spent  nearly  $14  billion  of  that.  It  will  achieve  initial  oper- 
ational capability  in  the  year  2005,  full  operational  capability  2010, 
and  will  be  the  core  of  our  air  superiority  force  during  the  years 
2020  to  2030. 

To  stop  such  a  program  now,  I  think,  would  be  a  disaster.  We 
validated  that  progpram  in  1991,  post  Cold  War,  and  it  is  moving 
forward  very  well.  Air  superiority,  in  my  view,  is  what  allows  our 
soldiers,  sailors,  marines,  and  airmen  the  freedom  to  operate  on  the 
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battlefield.  It  leverages  technology.  It  does  those  things  that  we 
have  to  do. 

We  also  have  to  modernize  space.  We  are  particularly  interested 
in  trying  to  get  our  spacelift  down,  acquire  our  infrared  warning 
systems,  and,  at  the  same  time,  continue  to  be  engaged  in  commer- 
cial activities. 

As  I  said,  to  meet  these  requirements  the  Air  Force  has  devel- 
oped a  very  well  thought  out,  in  my  view,  sequential  modernization 
plan.  A  funding  delay  in  one  area  does  more  than  just  postpone 
that  area.  It  starts  these  "bow  waves,"  that  Admiral  Boorda  talked 
about,  that  start  to  put  us  in  a  position  where  a  house  of  cards  will 
tumble. 

To  bring  this  to  conclusion,  Mr.  Chairman,  the  Air  Force  is  ready 
today.  We  are  a  full  partner  in  a  joint  team.  We  think  we  bring 
certain  core  competencies  to  the  table  that  we  have  stayed  focused 
on. 

It  was  very  lonelv  back  in  the  1980s  when  we  were  out  there 
working  on  stealth  by  ourselves,  when  we  were  pressing  down  the 
road  on  precision  munitions  and  reading  all  the  stuff  in  the  press 
from  the  people  who  were  wringing  their  hands  about  not  being  af- 
fordable or  effective  and  how  it  was  not  going  to  work  in  the  next 
war. 

I  think  we  saw  in  Desert  Storm  how  it  was  effective.  We  do  not 
want  to  go  back  and  re-fight  Operation  Desert  Storm,  but  we  need 
to  keep  moving  forward.  We  are  proud  to  serve  alongside  our  team- 
mates. As  good  as  we  are  today,  we  need  to  stay  capable  in  the  fu- 
ture. I  think  that  is  the  real  challenge,  as  you  have  said.  I  am  pre- 
pared to  answer  questions. 

[The  prepared  statement  of  General  Fogleman  follows:] 

Prepared  Statement  by  Gen.  Ronald  R.  Fogelman,  Chief  of  Staff,  U.S.  Air 

Force 

Mr.  Chairman  and  distinguished  members  of  the  committee,  it  is  an  honor  to  ap- 
pear before  you  to  talk  about  the  readiness  of  our  Nation's  Air  Force.  On  behalf  of 
our  men  and  women  stationed  throughout  the  globe,  I  would  like  to  thank  you  for 
your  steadfast  support  in  this  area.  Our  Air  Force  must  be  ready  to  sustain  deter- 
rence, control  the  high  ground,  supply  rapid  global  mobility,  and  provide  versatile 
combat  capability.  We  are  preparea  to  move  rapidly  in  any  direction  the  Nation  re- 
quires while  at  the  same  time,  minimizing  costs  in  terms  of  lives  and  resources.  To 
assure  we  accomplish  these  essential  requirements,  our  personnel  and  equipment 
must  be  fully  mission  ready. 

I  can  confidently  say  the  Air  Force  is  combat  ready  today.  Furthermore,  we  are 
conunitted  to  maintain  this  high  level  of  readiness.  We  are  ready  because  we  aggres- 
sively downsized  our  forces  to  Bottom-Up  Review  (BUR)  levels.  We  led  the  way  in 
reshaping  the  force  by  "lead-turning"  the  drawdown,  streamlining  the  organization, 
and  de-layering  to  reduce  fixed  overhead.  Since  1990,  we  made  substantial,  yet  pru- 
dent, reductions  in  forces,  bases,  and  personnel.  We  have  seen  nearly  a  33  percent 
reduction  in  Active  military  personnel,  a  34  percent  reduction  in  aircraft,  and  a  36 
percent  reduction  in  major  installations.  But  now  that  we  have  arrived  at  BUR  force 
levels,  we  have  very  little  margin  to  bust  for  unprogrammed  requirements  and  con- 
tingencies. 

Our  short  term  concern  is  the  effect  of  Military  Operations  Other  Than  War 
(MOOTW)  on  our  people,  training,  and  equipment.  Peacetime  Operations  Tempo 
(OPTEMPO)  has  risen  dramatically  since  the  end  of  the  Gulf  war.  During  the  past 
year,  we  have  provided  humanitarian  relief  in  Somalia,  Rwanda,  and  the  Caribbean; 
helped  restore  democracy  to  Haiti;  flown  more  than  16,000  sorties  over  Bosnia  in 
support  of  Operations  Deny  Flight^Provide  Promise;  and  averted  further  Iraqi  ag- 
gression when  we  quickly  deployed  122  combat  aircraft,  to  augment  the  67  USAF 
aircraft  already  deployed  to  Southwest  Asia  in  support  of  Operation  Vigilant  War- 
rior. The  performance  of  the  Nation's  Air  Force  over  this  past  year  clearly  dem- 
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onstrates  its  ability  to  project  air  power  in  an  effort  to  alleviate  human  suffering 
and  deter  would-be  aggressors.  But,  left,  unchecked,  high  OPTEMPO  could  have  a 
negative  impact  on  future  readiness  in  several  areas:  decreased  accession  and  reten- 
tion of  quality  people;  inability  to  complete  peacetime  training  requirements;  accel- 
erated depletion  of  spare  parts  and  Readiness  Spares  Packages  (RSP);  and  de- 
creased equipment  availability  through  declining  Mission  Capable  (MC)  rates. 

We  have  taken  a  number  of  steps  to  mitigate  these  factors.  This  includes  in- 
creased use  of  the  Guard  and  Reserve  in  order  to  reduce  TDY  rates  of  our  Active 
duty  forces,  and  a  distribution  of  the  workload  among  Active  duty  units.  And, 
through  the  support  of  this  committee,  we've  been  able  to  increase  our  purchasing 
of  spare  parts.  We  should  begin  to  see  positive  effects  by  the  end  of  this  year  as 
MC  rates  improve  and  TDY  burdens  are  more  evenly  shared  across  the  Total  Force, 
but  we  must  continue  to  vigilantly  monitor  our  readiness. 

The  Air  Force  uses  a  variety  of  tools  to  assess  its  readiness.  They  include: 

•  Status  of  Resources  and  Training  System  (SORTS) — resource  accounting 

•  Statistical  Indicators — key  leading  indicators  and  warning  signs 

•  Anecdotal  Information — from  a  myriad  of  sources 

•  Predictive  Models — primarily  logistics  models 

Our  indicators  continue  to  show  that  because  we  have  closely  managed  the 
downsizing  and  accepted  some  short-term  modernization  cuts,  our  readiness  re- 
mains high.  Currently,  nearly  90  percent  of  our  units  are  combat  ready  and  possess 
the  resources  and  training  to  accomplish  their  wartime  missions.  This  percentage 
has  remained  fairly  stable  over  the  last  10  years. 

While  we  are  confident  of  our  readiness  today,  we  must  maintain  an  investment 
strategy  that  assures  our  Air  Force  is  relevant  tomorrow.  In  Desert  Storm,  it  was 
well-trained  people  who  figured  out  how  to  overcome  obstacles.  From  deployment, 
to  mission  planning,  to  destroying  Iraqi  targets,  well-trained  forces  operating  qual- 
ity equipment  made  the  difTerence.  For  the  next  several  years,  our  problem  is  one 
of  maintaining  the  right  balance  between  current  readiness  (including  quality  of  life 
and  infrastructure)  and  modernization.  The  balance  between  these  two  major  areas 
will  demand  careful  judgment  to  ensure  a  ready,  sufficient,  and  effective  end 
strength  at  all  times  without  jeopardizing  the  reliability  and  relevancy  of  our  future 
force. 

Funding  levels  pose  a  major  obstacle  in  our  ability  to  maintain  this  balance  be- 
tween readiness  and  modernization.  Undue  delays  in  operations  and  maintenance 
(O&M)  reimbursements  for  contingency  operations  have  a  negative  effect  on  readi- 
ness and  quality  of  life.  The  Air  Force  must  absorb  MOOTW  costs  out  of  other  ac- 
counts, primarily  O&M,  and  then  request  reimbursement  aft^r  the  fact.  Typically, 
the  fiinds  are  "borrowed"  from  third  and  fourth  quarter  accounts.  One  key  to  main- 
taining Air  Force  readiness  is  a  stable  O&M  budget.  Instability  and  delays  in  con- 
tingency funding  in  the  future  have  the  potential  to  upset  the  balance  between  force 
structure  and  readiness.  O&M  funding  instability  give  us  very  little  "flex"  to  deal 
with  spot  readiness  problems  such  as  C-5  engine  shortages  and  FlOO-series  engine 
problems.  These  protlems  are  currently  manageable,  but  there  is  little  margin  for 
absorbing  budget  shortfalls.  We  need  continued  stability  in  our  O&M  accounts,  in- 
cluding timely  funding  for  contingency  operations,  if  we  are  to  retain  our  ability  to 
manage  these  type  of  problems.  We  appreciate  the  Congress'  shift,  action  on  the 
DOD  Emergency  Supplemental  Appropriations  bill  to  cover  reimbursements  this 
year. 

Looking  ahead,  the  Air  Force  is  in  a  position  to  provide  forces  offering  versatility 
and  strength  in  support  of  our  national  military  strategy.  However,  we  are  cau- 
tiously watching  the  impacts  of  a  changing  force  structure  and  budget  on  our  people, 
training,  equipment,  and  modernization. 

PEOPLE 

A  combat  ready,  robust  and  relevant  force  must  have  highly  motivated,  properly 
trained  people  operating  state-of-the-art  equipment.  Maintaining  a  reasonable  qual- 
ity of  life  for  our  people  is  essential  to  high  morale,  and  high  morale  is  key  to  readi- 
ness. Therefore,  people  are  the  Air  Force's  most  important  readiness  asset.  With  this 
in  mind,  we  are  fully  dedicated  to  recruiting  and  retaining  the  best  people,  ensuring 
their  quality  of  life,  and  providing  them  with  the  best  combat  training.  However, 
we  are  beginning  to  see  signs  of  stress  on  this  invaluable  resource,  especially  in 
terms  of  recruiting. 

The  propensity  Tor  young  Americans  to  enlist  is  down  from  1990  levels.  The  qual- 
ity of  our  young  recruits  remains  high  and,  while  we  anticipate  meeting  our  annual 
recruiting  goals,  they  are  becoming  more  difficult  to  attain.  AdditionalTy,  there  has 
been  a  decline  in  numbers  of  applicants  for  Air  Force  Academy  and  AFROTC  schol- 
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arships.  The  recent  boost  to  our  advertising  budget  should  help,  but  we  will  con- 
tinue to  monitor  these  trends. 

Operations  Tempo  (OPTEMPO)  and  Personnel  Tempo  (PERSTEMPO)  are  other 
areas  we  are  watching  closely.  The  Air  Force  defines  OPTEMPO  as  the  rate  of  unit 
activity  to  complete  tasking  and  training.  It  is  a  measure  of  workload  and  describes 
the  pace  of  operations  in  Air  Force  units.  PERSTEMPO  is  a  subset  of  OPTEMPO 
and  measures  personnel  activity.  It  is  a  fact  that  even  as  the  Air  Force  has  reduced 
its  end  strengtn  by  34  percent  since  1986,  our  deployments  have  increased  four-fold. 
Temporary  duty  rates  provide  an  indication  of  the  operational  workload  on  our  peo- 
ple. During  the  last  5  years,  we  have  seen  a  dramatic  increase  in  the  number  of 
people  TDY  in  support  of  Military  Operations  Other  Than  War.  Although  the  de- 
ployment burden  is  generally  spread  across  the  force,  there  are  a  few  key  weapwn 
systems  that  are  experiencing  dramatically  increased  TDY  rates.  For  example,  per- 
sonnel in  some  of  our  highest-tasked  units  like  RIVET  JOINT,  Special  Operations, 
and  Rescue  were  TDY  between  140  and  195  days  last  year.  An  excessive 
PERSTEMPO  can  have  repercussions  in  recruiting,  retention,  and  quality  of  life. 

To  avoid  these  repercussions,  we  have  set  in  motion  several  initiatives  to  curtail 
the  impact  of  high  PERSTEMPO.  As  noted  earlier,  we  increased  the  use  of  Guard 
and  Reserve  units  to  supplement  Active  forces  for  worldwide  taskings.  These  afford- 
able, accessible,  and  highly  capable  warriors  are  integral  to  our  fighting  force  struc- 
ture. They  are  currently  making  key  contributions  in  peacetime  contingency  oper- 
ations around  the  world.  We  simply  could  not  meet  TRANSCOM's  requirements 
without  Guard  and  Reserve  mobility  support.  Similarly,  Guard  and  Reserve  fighter 
forces  are  now  deployed  for  peacetime  contingency  operations  in  addition  to  meeting 
their  combat  training  commitments.  Likewise,  our  bomber  force  now  includes  a 
Guard  squadron  at  McConnell  AFB,  Kansas  and  a  Reserve  squadron  at  Barksdale 
AFB,  Louisiana,  working  toward  initial  operational  capability.  Another  Guard 
squadron  of  B-lBs  will  begin  its  stand  up  at  Robins  AFB,  Georgia,  next  year.  In 
short,  our  citizen  airmen  are  assuming  a  greatly  expanded  and  much  more  active 
role  in  every  aspect  of  Air  Force  operations. 

We  are  also  optimizing  the  use  of  Air  Force  Active  duty  forces.  We  are  distribut- 
ing Active  duty  deployment  burdens  through  our  Palace  Tenure  program.  This  pro- 
Sam  tasks  support  people  from  across  all  commands  to  spread  the  workload  among 
e  units.  At  tne  same  time,  we  have  modified  our  Personnel  Data  System  to  collect 
TDY  data  on  each  member.  This  will  allow  us  to  better  manage  PERSTEMPO  at 
the  individual  level,  credit  people  for  their  deployed  duty,  and  increase  the  equity 
of  our  remote  and  overseas  assignments. 

Military  service  places  unique  stresses  on  our  people  and  their  families.  The  Air 
Force  is  striving  to  care  for  our  people  through  initiatives  designed  to  provide  the 
quality  of  life  needed  to  reduce  the  impact  of  these  stresses  while  maintaining  readi- 
ness. These  initiatives  improve  readiness  by:  helping  to  recruit  quality  people,  re- 
taining our  best  people,  and  enabling  people  to  deploy  with  the  assurance  their  fam- 
ilies are  being  cared  for.  For  example,  our  Family  Support  Centers  (FSC)  have  im- 
plemented a  number  of  programs  to  ease  the  impact  on  the  families  of  deployed 
members.  These  centers  have  personnel  available  that  are  trained  to  respond  to 
family  needs  before,  during,  and  after  mobilization  due  to  operational  missions,  acci- 
dents, or  natural  disasters. 

Our  ability  to  remain  the  most  respected  Air  Force  in  the  world  is  directly  linked 
to  the  professionalism,  motivation,  and  technical  expertise  of  our  people.  To  main- 
tain readiness  over  the  long  term,  we  must  preserve  the  quality  of  life  of  our  service 
members. 

TRAINING 

Realistic  training  and  joint  exercise  programs  remain  the  cornerstone  of  Air  Force 
readiness.  These  are  not  luxuries,  but  necessities.  Short  of  actual  combat,  there  is 
no  better  substitute  than  realistic  training,  so  we  have  fully  funded  our  combat 
training  programs.  Our  daily  operations  increasingly  emphasize  composite  and  joint 
force  operations  to  build  on  basic  skills.  We  also  enhance  combat  training  through 
simulation,  which  provides  a  cost-effective  and  helpful  supplement  to  flight  oper- 
ations. Teamwork  and  realistic  combat  training  are  essential  to  achieving 
warfighting  excellence.  That  is  why  exercise  programs  are  so  important.  What  began 
20  years  ago  as  a  modest  exercise  known  as  Red  Flag  has  since  evolved  into  a  sys- 
tem of  worldwide  flag  exercises  which  make  up  the  backbone  of  Air  Force  readiness. 
What  we  did  in  Desert  Storm  was  possible  in  large  part  because  of  our  flag  exercise 
training.  Similarly,  the  Air  Force  is  a  full  partner  in  all  major  Army  exercises  at 
the  National  Training  and  Joint  Readiness  Training  Centers.  We  bring  our  high 
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training  standards  to  more  than  50  major  joint  and  combined  exercises  around  the 
globe  each  year. 

However,  our  participation  in  contingency  operations  has  challenged  our  ability 
to  provide  some  training  opportunities.  For  example,  neither  F-15E  squadron  in 
England  took  part  in  Maple  Flag  or  the  Western  System  Evaluation  Program  in 
1994  because  of  participation  in  contingency  operations.  Additionally,  several  other 
heavily  tasked  USAFE  units  required  waivers  to  peacetime  currency  training  events 
to  maintain  mission  ready  status.  The  loss  of  these  training  opportunities  is  a 
missed  chance  to  practice  essential  combat  skills — highly  perishable  skills  which  are 
not  generally  used  during  operations  in  support  of  humanitarian  and  peacekeeping 
missions.  Similar  challenges  affect  the  other  commands.  So,  I  must  emphasize,  the 
only  substitute  for  combat  experience  is  realistic  combat  training. 

EQUIPMENT 

We  have  enhanced  our  readiness  position  through  better  resource  management  of 
our  weapon  systems  and  their  logistical  support.  We  have  been  successful  in  several 
areas.  First,  we  have  strengthened  readiness  forecasting.  We  measure  readiness  on 
a  daily  basis  and  report  those  assessments  throughout  the  chain  of  command.  Our 
SORTS  provides  important  snapshots  of  each  unit's  current  health,  as  well  as  the 
unit  commander's  forecast.  This  system  helps  us  evaluate  the  impact  of  resource  de- 
cisions as  well  as  uncover  potential  weak  areas  before  readiness  erodes.  While  we 
have  yet  to  develop  a  comprehensive  predictive  model  that  can  tell  us  where  to  in- 
vest our  resources  for  the  optimum  payoff  in  readiness  or  what  increase  in  readiness 
will  result  from  increased  spending,  we  have  had  some  success  with  several  logistics 
models.  By  analyzing  several  variables,  the  Weapon  System  Management  Informa- 
tion System  (WSMIS)  model  gives  us  the  ability  to  determine  mission  capable  rates 
and  sortie  generation  capability.  The  Funding  Availability  Multi-Method  Allocator 
for  Spares  (FAMMAS)  model  assesses  the  impact  of  various  spares  funding  levels 
on  the  peacetime  readiness  of  our  weapon  systems.  Likewise,  the  Logistics  Assess- 
ment Model  provides  a  readiness  assessment  by  measuring  our  ability  to  perform 
our  wartime  tasking. 

Also,  we  are  significantly  changing  the  way  we  support  our  weapon  systems.  For 
example,  "lean  logistics"  is  an  integrated  eftbrt  among  maintenance,  supply,  and 
transportation  systems  which  provides  the  right  part,  at  the  ri^t  time,  at  the  best 
price  to  the  user.  Lean  logistics  streamlines  business  by  removing  a  whole  tier  of 
maintenance  support  at  the  base  level  for  highly  reliable  systems  and  emulates  com- 
mercial package  carriers  for  transporting  material.  With  this  system,  we  are  better 
prepared  to  support  forces  at  home  or  abroad  with  less  investment  in  support,  man- 
power, infrastructure,  and  inventories.  This  system  has  already  paid  dividends.  For 
example,  in  the  avionics  area,  we  cut  repair  pipeline  times  by  50  percent. 

However,  some  equipment  readiness  problems  are  very  difficult  to  predict  and 
must  be  managed  as  they  occur.  The  recent  F-16  FllO-GE-100/129  engine  seal 
problem  is  but  one  example.  When  we  recognized  we  had  a  problem,  we  directed 
a  precautionary  stand  down.  Our  engineers  were  then  free  to  isolate  the  problem, 
design  an  interim  fix,  and  adjust  inspection  standards  and  schedules  to  get  affected 
portions  of  the  fleet  flying  again.  They  then  developed  a  long-term  solution  which 
is  now  undergoing  rigorous  testing  at  General  Electric  and  our  Arnold  Engineering 
and  Development  Center. 

Another  warning  of  potential  readiness  problems  is  the  declining  inventory  of 
spare  parts.  The  spare  parts-driven  capability  of  the  strategic  airlift  fleet  is  down 
from  the  level  of  3  years  ago  and  spot  shortages  of  spares  have  caused  declines  in 
the  MC  rates  of  our  F-15E  fleets.  In  addition,  predictive  logistics  models  show  that 
MC  rates  wiU  bottom-out  at  the  Air  Force  composite  in  fiscal  year  1995  and  then 
begin  to  slowly  improve.  This  is  an  area  we  are  working  hard.  We  requested  and 
received  additional  funding  to  increase  spare  parts  procurement  in  fiscal  year  1994 
and  fiscal  year  1995.  These  efforts  to  improve  funding  will  soon  be  evident  when 
MC  rates  begin  improving  by  the  end  of  this  fiscal  year.  The  Fiscal  Year  1996  Presi- 
dent's Budget  has  added  funds  to  improve  the  reliability  of  some  of  the  older,  high 
failure  rate  parts. 

Additionally,  contingency  operations  are  having  a  detrimental  effect  on  equipment 
availability.  As  stocks  of  prepositioned  bare-base  assets  are  consumed,  they  are  no 
longer  available  for  an  MRC  tasking.  For  example,  as  a  direct  result  of  ongoing 
taskings.  Harvest  Falcon  bare-base  sets  have  an  MC  rate  of  only  48  percent  for 
Housekeeping  sets,  47  percent  for  Industrial  sets,  40  percent  for  Flight  Line  sets, 
and  16  percent  for  follow-on  Flight  Line  packages.  The  remaining  sets  are  either 
in  use  or  in  reconstitution.  A  similar  situation  exists  for  Harvest  Eagle  bare-base 
sets  and  Air  Transportable  Hospitals.  While  we  are  working  hard  to  reconstitute 
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these  limited  assets,  worldwide  requirements  continue  to  deplete  them  nearly  as 
fast  as  they  can  be  rebuilt. 

MODERNIZATION 

The  recent  declining  budgets  have  forced  us  to  choose  between  smaller,  ade- 
quately equipped  forces  and  a  larger,  unsupportable  force  structure.  In  the  short 
term,  we  cut  some  modernization  programs  to  ensure  today's  readiness.  But  we 
have  now  cut  as  far  as  we  can.  For  the  long  term,  we  need  stability  in  our  mod- 
ernization programs  to  assure  tomorrow's  readiness. 

The  Air  Force  is  sustaining  investment  accounts  at  an  historically  low  level  and 
is  at  a  point  where  it  can  not  reduce  modernization  further  and  still  sustain  a  credi- 
ble combat  capability  through  the  first  10-15  years  of  the  next  century.  We  took  de- 
livery of  our  last  F-15E  in  September  1994  and  will  take  delivery  of  our  last 
planned  block  50  F-16  early  in  1997.  Our  current  force  is  ready  and  sustainable, 
but  we  must  look  toward  the  future.  The  F-22,  C-17,  bomber  upgrades,  JSTARS, 
and  space  program  initiatives  are  core  modernization  programs,  critical  to  tomor- 
row's readiness. 

The  F-22  is  much  more  than  just  another  Air  Force  modernization  program — it 
is  a  national  asset  our  country  cannot  do  without.  Its  rapid  deployability,  stealth 
characteristics,  supersonic  cruise,  high  maneuverability,  and  advanced  avionics  all 
provide  the  qualitative  edge  required  to  fight  outnumbered  against  future  opponents 
and  win.  This  craft,  gives  us  the  ability  to  operate  at  the  time  and  place  of  our  choos- 
ing and  allowing  us  to  achieve  first-look,  first-shot,  first-kill  advantage  in  air  com- 
bat. Without  it,  American  ground  forces  are  placed  in  jeopardy:  with  it,  our  forces 
are  given  much  greater  freedom  to  maneuver.  Finally,  the  F-22  will  be  extremely 
valuable  penetrating  enemy  defenses  to  attack  critical  targets  with  precision,  day 
or  night — in  any  weather  conditions. 

The  Air  Force  is  also  committed  to  the  modernization  of  its  strategic  lift,  fleet — 
another  national  asset.  The  C-17  is  our  next  generation  core  airlifler  providing 
many  militarily  unique  capabilities  important  to  our  warfighting  CINCs.  Tne  recent 
Mobility  Requirements  Study,  Bottom-Up  Review  Update  identified  a  real  need  for 
at  least  120  C-17  equivalent  aircraft,.  The  November  1995  Defense  Acquisition 
Board  will  identify  the  best  mix  of  C-17s  and  Non  Developmental  Airlift,  Aircraft, 
(NDAA)  to  meet  this  need.  The  decisions  made  at  this  board  will  be  critical  to  a 
joint  force  commander's  ability  to  get  the  required  forces — for  peacetime  crisis  or 
wartime  contingency.  This  is  why  the  C— 17/NDAA  is  the  centerpiece  of  our  airlift, 
modernization  efforts. 

Our  bombers  provide  a  continental-based,  rapid-reaction  conventional  capability 
unmatched  anywhere  in  the  world.  Upgrade  efTorts  to  both  the  B-2  and  the  B-1 
are  crucial  to  the  Air  Force's  conunitment  to  provide  long-range  power  projection. 
We  are  enhancing  the  B-2  and  B-1  fleets  with  near  precision  and  conventional 
weapons.  With  these  munitions,  each  B-2  will  have  the  capability  to  target  up  to 
16  individual  aim  points  while  evading  enemy  radars.  Each  B-1  will  be  able  to  at- 
tack up  to  24  targets.  These  enhancements  will  pay  tremendous  dividends  in  mis- 
sion effectiveness  and  reduce  requirements  for  weapons  storage  and  resupply.  The 
bomber  upgrades  will  ensure  that  our  Nation  has  the  capability  to  project  air  power 
around  the  world  at  a  moment's  notice. 

JSTARS  is  one  of  our  critical  force  enablers,  which  will  provide  America  the  abil- 
ity to  anticipate  crises  and  prepare  appropriate  responses  to  them.  This  system  will 
significantly  increase  the  situational  awareness  of  military  leaders  and  military 
forces  at  all  echelons.  This  enhanced  situational  awareness  will  improve  our  ability 
to  generate  options  before  crises  erupt  and  to  apply  the  appropriate  range  of  mili- 
tary force  should  it  become  necessary.  This  ranks  JSTARS  at  the  top  oi  our  mod- 
ernization priorities  for  information-based  technology  systems. 

In  addition,  we  are  pursuing  development  of  the  Space  Based  Infrared  (SBIR)  sys- 
tem to  provide  accurate  tactical  warning  of  missile  attack  against  our  deployed 
forces.  We  are  also  developing  the  Evolved  Expendable  Launch  Vehicle  (EELV) 
which  will  transport  a  broad  range  of  spacecraft,,  or  multiple  spacecraft,  into  space, 
and  support  more  demanding  launch  requirements.  The  EELV  represents  the  first 
booster  replacement  in  30  years.  The  program  will  replace  the  current  spacelift,  vehi- 
cles with  a  lower  cost  family  of  vehicles  and  associated  infrastructure. 

The  Air  Force  modernization  plan  was  sequenced  to  meet  fiscal  constraints  and 
avoid  an  out-year  bow  wave.  While  we  are  confident  of  our  readiness  today,  we  need 
to  maintain  an  investment  strategy  that  ensures  our  Air  Force  is  relevant  tomorrow. 
We  can  not  afford  to  maintain  today's  readiness  at  the  expense  of  modernization.  To 
do  so,  mortgages  tomorrow's  readiness. 
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CONCLUSION 

Over  the  next  few  years,  changes  of  all  types,  some  which  we  cannot  now  predict, 
will  occur  and  will  influence  our  programs  and  our  future  posture.  Our  Air  Force 
programs  respect  the  possibilities  and  uncertainties  of  the  future  and  at  the  same 
time  attempt  to  make  the  greatest  possible  contribution  to  the  demands  of  the 
present.  Today,  I  can  confidently  say  the  Air  Force  is  ready  to  respond  to  two  nearly 
simultaneous  MRCs.  However,  we  have  accepted  an  increased  risk  level  throughout 
the  Future  Years  Defense  Plan.  It  is  a  prudent  level  of  risk;  however,  there  is  no 
margin  for  further  adjustment.  We  have  reached  the  point  where  further  reductions 
or  delays  in  contingency  funding  will  have  an  adverse  impact  on  our  ability  to  pro- 
vide a  ready  force.  The  risk  level  also  demands  that  we  closely  monitor  developing 
trends.  Right  now  we  are  watching  mission  capable  rates,  cannibalization  rates, 
RSP  fill  rates,  and  backlogs  closely.  We  want  to  catch  any  potential  problems  early 
and  make  adjustments  to  maintain  the  current  level  of  readmess. 

We  are  ready  today  primarily  because  of  our  decision  to  accelerate  force  structure 
reductions  to  BUR  levels,  aggressively  divest  costly  infrastructure,  streamline  our 
organization  and  accept  some  delays  in  our  modernization  programs.  These  timely 
managerial  decisions  have  allowed  us  to  maintain  readiness  during  a  period  of  un- 
precedented downsizing  and  a  steep  decline  in  funding.  We  have  taken  these  delib- 
erate steps  as  good  stewards  of  our  resources,  but  there  is  little  slack  remaining  for 
unplanned  or  unprogrammed  requirements. 

Our  future  readiness  will  depend  on  maintaining  a  sufficiently  robust  force  while 
also  investing  in  a  modern,  relevant  force.  This  won't  be  easy  given  today's  fiscal 
environment.  However,  since  none  of  us  can  forecast  the  precise  nature  of  things 
to  come,  modernization  will  remain  one  of  our  most  important  program  elements. 
The  Air  Force  must  continue  to  modernize  its  contribution  to  national  security  in 
order  to  remain  the  world's  preeminent  air  and  space  force — ready  and  relevant  to 
meet  the  requirements  of  our  national  strategy. 

Senator  McCain.  Thank  you  very  much,  General. 

I  think  one  of  the  messages  here  is,  perhaps,  that  our  most  sig- 
nificant priority  is  strategic  lift.  Are  we  in  agreement  on  that 
issue? 

General  Sullivan,  in  your  letter  to  me  last  December  you  said, 
'The  level  of  manning  and  funding  required  for  the  Army  over  the 
long-run  is  about  1.1  million  (495,000  active  and  575,000  reserve) 
and  funding  at  fiscal  year  1995  Army  Total  Obligation  Authority 
(TOA)  buying  power  plus  pay  raises  and  inflation,"  That  is  the  let- 
ter you  sent  me  last  December. 

Does  the  current  1996-2001  FYDP  provide  that  level  of  funding 
and  manning? 

General  Sullivan.  The  FYDP? 

Senator  McCain.  Future  Years'  Defense  Plan. 

General  Sullivan.  We  have  just  been  given  fiscal  guidance  for 
fiscal  years  1997  through  2001.  We  are  going  to  try  to  keep  it  at 
495,000  active  and  575,000  reserves.  I  think  I  can  compete  to  get 
that.  I  think  General  Reimer  can  compete  to  get  that.  But,  as  I  said 
in  my  statement,  he  is  going  to  have  to  balance  it.  He  is  going  to 
have  to  see  if  he  can  make  savings  and  apply  those  savings.  It  is 
going  to  be  a  balancing  act.  I  do  not  know  whether  he  can  do  it 
or  not. 

Senator  McCain.  General,  you  mentioned  that  you  had  been 
around  since  1989  within  the  building.  Was  that  correct  when  you 
said  that  not  a  lot  has  really  changed  since  1989? 

General  Sullivan.  Not  a  lot  has  changed  in  terms  of  the  ambigu- 
ities in  the  world  and  the  downward  trends.  I  do  not  see  the  down- 
ward trends  stopping,  Senator.  The  missions  are  up  300  percent, 
and  you  are  asking  us  to  do  more  with  less.  By  the  way,  I  used 
to  have  a  head  of  hair  like  some  of  the  people  in  this  room  before 
I  spent  6  years  in  the  Pentagon. 


34 

Senator  McCain.  Not  these  two.  Again,  these  charts  that  the 
"gray  beards,"  if  that  is  what  you  want  to  call  them,  presented  us 
with  are  really  startling.  I  was  looking  at  1989.  Ship  procurement 
in  1989  was  around  50  ships.  Tanks  and  combat  vehicles  in  1989 
was  around  2,500.  It  is  now  down  to  practically  zero.  The  ships  are 
down  to  three.  The  fighter  and  attack  aircraft  procurement  was 
around  400,  and  now  it  is  down  to  a  handful.  Missile  procurement 
in  1989,  as  I  read  this,  was  about  100,000  missiles,  and  now  it  is 
down  to  around  a  few  hundred.  I  think  that  is  a  stark  change  from 
1989,  General.  I  do  not  mean  to  say  that  you  are  not  saying  that 
but 

General  Sullivan.  What  I  was  saying  is  that  things  are  not 
going  to  change  in  terms  of  that  kind  of  change.  In  1989,  Senator, 
I  was  the  prioritizer  in  the  Office  of  the  Deputy  Chief  of  Staff  for 
Operations.  Looking  ahead  to  1995,  we  expected  to  spend  $100  bil- 
lion; in  fact,  we  got  $60  billion. 

Research,  development  and  acquisition  (RDA)  in  the  Army  has 
dropped  from  almost  $30  billion  a  year  to  $10  billion,  of  which  50 
percent  is  found  in  research  and  development.  It  is  a  one-to-one 
ratio.  These  are  remarkable  numbers.  The  only  way  we  are  mod- 
ernizing, frankly,  is  by  product  improving  existing  capital  goods. 
The  only  new  weapon  system  the  Army  is  going  to  buy  is  a  new 
artillery  system.  We  are  trying  to  get  out  of  the  thing  that  the  Ma- 
rine Corps  and  the  Army  have  been  using  really  since  the  Korean 
war. 

We  want  to  buy  a  new  field  artillery  system;  buy  an  armored  gun 
system,  which  is  a  105mm  gun  on  a  tracked  chassis;  product  im- 
prove the  Apache;  and  product  improve  the  Abrams.  For  the 
Abrams  we  are  talking  about  around  90  vehicles  a  year.  In  1989 
we  were  buying  700-plus  new  tanks  a  year.  By  the  way,  we  will 
get  a  shoulder-fired  antitank  weapon  for  the  infantryman,  which 
we  have  needed  for  years.  One  that  will  kill  tanks  or  other  armored 
vehicles.  These  are  dramatic  changes,  and  I  do  not  see  that  chang- 
ing. 

Senator  McCain.  I  guess  that  was  my  point.  I  saw  some  pro- 
posed Republican  budget  numbers  yesterday  that  at  best  perhaps 
they  may  be,  and  I  know  they  are  fluid.  The  budgeted  presentation 
has  been  delayed.  It  certainly  is  not  written  in  stone,  but  it  may 
be  the  proposal  that  we  level  fund  last  year's  numbers,  number- 
wise,  without  inflation  and  without  additional  funding. 

General  Sullivan.  Then  it  is  a  declining  base. 

Senator  McCain.  That  is  still  larger  than  the  President's  pro- 
posed budget.  General. 

General  Sullivan.  Well,  it  is  a  declining  base.  I  think  the  point 
that  Carl  Mundy  makes,  I  think  it  was  Carl,  is  that  if  we  can  make 
savings  in  this  process,  somehow  through  technological  upgrades, 
then  we  are  going  to  have  to  retain  the  dollars  we  saved  and  put 
them  into  modest  modernization. 

That  is  why,  frankly,  Senator,  it  is  very  difficult  for  me  to  predict 
the  shape  of  this  organization  in  2001.  When  Senator  Warner 
asked  me  the  question,  I  told  him  it  was  eight.  He  said,  "Why 
eight?  Is  it  just  your  thesis  or  is  there  a  basis  for  your  evaluation?" 
It  is  modernization  and  this  funding  stream  into  the  out-years.  I 
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will  tell  you  it  will  be  no  better  than  eight.  It  is  going  to  be  a  real 
stretch  to  keep  it  at  eight. 

Senator  McCain.  Admiral  Boorda,  are  you  confident  that  you  can 
maintain  the,  roughly,  345  ships  in  the  force  by  the  year  2001? 

Admiral  Boorda.  Provided  I  can  keep  some  frigates  that  we  had 
planned  to  decommission  and  provided  the  shipbuilding  numbers 
do  not  continue  to  go  down.  By  the  wav  right  now  we  are  building 
the  lowest  number  of  ships  we  have  built  in  50  years.  I  say  50 
years  only  because  that  is  as  far  back  as  our  records  go,  records 
that  are  really  verifiable.  Those  are  two  big  "provideds,"  provided 
I  can  keep  some  FFGs  and  provided  our  shipbuilding  totals  do  not 
go  lower.  The  answer  is  yes.  I  think  our  problem  really  comes  fur- 
ther in  the  future  than  2001,  but  not  much  further.  We  rely  on  the 
DDG  shipbuilding  program  to  keep  our  numbers  up.  We  expect  to 
build  more  of  those  ships  in  the  outyears  than  we  do  during  the 
budget  years  that  we  all  talk  about  in  the  Pentagon.  It  is  that  "bow 
wave,"  that  mountain  of  SCN  money  that  I  am  worried  about.  I 
think  it  makes  sense,  if  we  can  find  the  money,  to  try  to  eat  that 
mountain  down  a  little  bit  in  the  near  years.  When  you  pick  2000 
or  2001,  because  we  have  iust  downsized  them,  because  we  have 
a  pretty  good  new  force  right  now,  the  answer  to  your  question  is 
yes.  If  you  ask  me  that  same  question  a  little  later  in  that  decade, 
I  would  tell  you  that  you  have  to  start  addressing  that  problem 
now,  or  you  will  have  it  later  in  that  decade. 

Senator  McCain.  Greneral  Mundy,  given  the  situation  in  the  Per- 
sian Gulf  war  with  prepositioning,  about  90  percent  of  our  troops 
and  equipment  came  by  sea.  Is  that  about  accurate?  I  am  not  deni- 
grating the  criticality  of  airlift  because  of  the  rapidity  with  which 
we  can  achieve  getting  the  much  needed  men  and  material  to  the 
battlefield.  Are  you  concerned  about  the  block  obsolescence  that  we 
see  in  the  Amphibious  Force? 

General  Mundy.  Well,  certainly  I  am,  Senator.  At  the  same  time 
I  am  heartened  by  the  ship  construction  plans  that  I  think,  as  Ad- 
miral Boorda  has  laid  out,  as  long  as  they  come  through  and  as 
long  as  we  can  replace,  modernize,  recapitalize,  whatever  the  ap- 
propriate term,  the  amphibious  force,  there  will  be  fewer  amphib- 
ious ships  than  there  were  at  that  time.  They  will  be  far  more  ca- 
pable ships  and  will  give  us  a  pretty  robust  capabilitv. 

There  is  a  period  of  about  a  decade  here  in  which,  due  to  some 
initiatives  on  his  part  in  keeping  some  of  the  older  amphibs  in  the 
ready  reserve  fleet,  there  will  be  a  wartime  surge  capability  that 
will  approach  a  level  of  at  least  the  affordable  requirement.  If  the 
ships  slip,  if  they  get  canceled,  if  we  do  not  build,  if  we  do  not  re- 
place, then,  yes,  I  see  a  very  great  concern  over  the  nation's  am- 
phibious force  capability. 

Senator  McCain.  Thank  you.  I  will  have  additional  questions. 
Senator  Glenn. 

Senator  Glenn.  Thank  you,  Mr.  Chairman.  You  have  expressed 
confidence,  all  of  you,  in  being  able  to  do  the  job  you  are  assigned. 
I  know  it  is  good  to  salute  smartly  and  say  you  can  do  the  job  and 
all,  but  I  really  question  whether  we  have  cut  too  far.  I  want  to 
level  oflF  about  1.6  million  active  duty  force  overall.  I  think  that 
would  have  made  much  more  sense.  I  think  we  have  cut  too  far. 
If  you  just  use  the  old  school  solution  that  in  any  protracted  con- 
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flict  you  can  keep  about  one-third  of  your  forces  deployed;  about 
another  one-third  is  training,  getting  ready  to  go;  and  another  one- 
third  is  plowing  the  runways  of  Omaha  and  doing  logistics  things 
and  all  of  those  other  things. 

General  Powell  thought  that  that  is  still  a  pretty  good  ratio  to 
think  about.  In  the  Gulf,  just  to  do  that  one  job,  we  had  6  months 
to  build  up  before  doing  anything  over  there.  We  had  540,000 
Americans  over  there,  and  that  does  not  even  include  the  other 
folks  that  were  there  to  do  that. 

When  we  talk  about  this  Bottom-Up  Review,  I  do  not  think  it 
makes  any  sense  with  two  MRCs  and  the  exact  timeline  that  they 
would  be  required  to  operate  on  it.  It  is  still  classified.  I  think  it 
is  so  close  together,  I  do  not  see  any  reality  to  it  anymore,  quite 
frankly.  I  think  we  have  cut  too  far  already.  That  is  my  personal 
opinion. 

I  know  you  gentlemen  are  out  there  where  you  have  to  deal  with 
this  every  single  day.  What  we  are  faced  with  is  too  many  people 
around  here  who  are  looking  at  the  Cold  War  as  over  and  looking 
at  the  Defense  Department  as  a  "cash  cow"  that  we  can  fund  other 
things  out  of. 

I  think  we  have  gone  too  far  in  the  cuts  already  myself  We 
should  have  leveled  off  at  about  1.6  million  active  duty  force  to  see 
how  this  worked  out.  War  gamed  some  of  these  things,  since  we  do 
not  have  any  combat  going  on  to  test  things  with.  War  game  these 
things  as  best  we  can,  and  then  make  our  judgments  there  as  to 
whether  we  can  safely  come  down  any  more. 

I  am  very  much  afraid  that  the  1.425  million  is  going  to  be  an- 
other target,  that  people  are  going  to  try  to  cut  below  that.  I  just 
do  not  want  to  see  that  happen.  I  think  that  would  be  a  mistake 
with  the  worldwide  commitments  we  have  and  the  leadership  posi- 
tion we  have.  I  think  we  are  making  a  mistake  to  go  below  that. 
I  will  not  ask  for  your  comments  on  that. 

I  did  pass  out  that  sheet  there,  and  I  was  sitting  here  thinking 
about  this.  I  would  like  to  ask  each  one  of  you  to  go  through  this 
thing.  It  would  take  a  couple  of  hours  for  everybody  to  go  through. 
I  think  maybe  the  best  thing  would  be  to  ask  for  your  comments 
on  specifics  where  you  know  there  have  been  some  improvements 
and  where  we  still  have  a  very  major  lack.  I  would  then  ask  each 
one  of  you,  if  you  would,  to  reply  in  writing  for  the  committee 
record,  running  through  each  one  of  these  and  giving  us  a  short 
statement  on  where  you  see  this  right  now. 

These  are  things  that  Greneral  Schwarzkopf  came  up  with  as  defi- 
ciencies in  the  Gulf.  These  would  not  necessarily  apply  in  the  jun- 
gles in  some  other  country  or  somewhere  else.  That  was  a  unique 
war,  I  think.  We  too  often  try  to  base  our  future  planning  on  the 
Gulf  war.  We  might  have  to  go  back  in  there  again.  If  we  do,  we 
have  to  be  ready  for  it. 

To  base  all  of  our  posture,  whether  it  is  North  Korea  or  wher- 
ever, on  what  happened  in  the  Gulf  war,  I  think,  is  unlikely.  If  you 
could  comment  on  specifics  there  where  you  feel  we  still  have  a 
particularly  glaring  need  or  where  we  have  corrected  one  of  these 
things,  I  would  appreciate  your  comments  just  across  the  table 
there. 
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When  we  had  our  hearing  with  General  Shalikashvih  and  Sec- 
retary Perry,  it  turned  out  that  we  ran  Nimble  Dancer.  That,  I  am 
sure,  all  of  you  gentlemen  were  involved  with.  Apparently  we  made 
the  assumptions  going  in,  for  at  least  most  of  that,  as  I  understood 
their  testimony  that  day,  they  assumed  that  these  enhancements 
were  already  in  place. 

Now  these  seven  enhancements  we  need  for  the  future  were 
spelled  out.  That  gives  a  completely  different  base  on  which  to  run 
a  war  game,  if  you  are  talking  about  the  airlift/sealift  problem  al- 
ready being  solved.  A  lot  of  these  problems  we  will  not  have  solved 
in  15  years  with  the  funding  situation  that  we  have  reached  now. 
We  would  have  to  lay  down  some  keels  right  now  to  do  some  of  the 
things  that  are  going  to  be  required  to  come  up  under  those  en- 
hancements. 

If  you  could  comment  on  the  Schwarzkopf  list  and  then  on  the 
force  enhancements,  where  you  would  see  that,  I  would  appreciate 
it.  If  each  one  of  you  could  take  this  back  and  give  us  a  better  anal- 
ysis than  we  will  be  able  to  go  into  here  this  morning.  It  would  be 
rather  lengthy,  but  I  would  appreciate  it  very  much.  I  think  this 
is  very  important  for  the  future  on  how  we  deal  with  our  readiness 
problems. 

General  Sullivan.  Okay.  Senator,  let  me  take  a  whack  at  it. 
Power  projection:  I  do  not,  off  the  top  of  my  head,  know  what  the 
date  was  on  Nimble  Dancer,  what  date  they  were  using — 1998  or 
2000,  but  power  projection  is  on  its  way  to  being  fixed. 

There  is  a  lot  of  money  going  into  the  Strategic  Mobility  Pro- 
gram. There  are  five  ships  which  are  being  converted  now.  I  have, 
for  instance,  a  brigade  afloat,  which  we  did  not  have  during  the 
Gulf  war.  I  have  a  brigade  in  the  Gulf  right  now  in  Kuwait,  and 
you  saw  the  manifestations  of  that  change  during  the  December 
crisis  when  the  24th  Infantry  Division  from  Fort  Stewart  had 
troops  on  the  ground  taking  their  equipment  out  of  storage  within 
48  hours.  Within  48  hours  we  were  bringing  tanks  out  of  the  sheds 
in  the  Gulf! 

Senator  Glenn.  For  Nimble  Dancer,  I  think  they  used  the  basis 
in  1997.  I  think  that  was  the  year  it  was  supposed  to  be. 

General  Sullivan.  Well,  even  in  1997,  we  will  have  made  a  lot 
of  improvements.  I  not  only  have  the  brigade  afloat  and  the  brigade 
in  the  Gulf,  but  also  I  have  a  brigade  in  Italy  now.  The  Army  has 
done  a  lot  and  spent  a  lot  on  power  projection.  I  will  get  you  the 
details  on  that. 

[The  information  follows:] 

Power  Projection 

America's  Army  will  have  accomplished  a  lot  in  terms  of  power  projection  by  1997. 
Power  projection  is  provided  through  the  three  equal  legs  of  the  strategic  mobility 
triad — ground  and  afloat  prepositioning  of  sustainment  stocks  and  unit  equipment, 
strategic  airlift  and  strategic  sealifl.  In  combination,  they  deliver  decisive  forces  to 
the  unified  commander's  theater.  By  1997  our  improvements  in  prepositioning  will 
include  the  deployment  of  up  to  seven  brigade  sets  of  unit  equipment  (UE)  including 
at  least  one  afloat.  In  sealift  5  of  the  programmed  19  Large  Medium  Speed  Roll- 
on/RoU-off  (RO/RO)  ships  will  be  delivered  as  well  as  17  of  the  19  planned  Ready 
Reserve  Force  RO/ROs.  The  programmed  airlift  capacity  is  represented  by  120  C- 
17s,  and  32  will  be  on  hand  by  1997.  Major  portions  of  our  continental  United 
States  (CONUS)  deployment  infrastructure  improvements  plan  will  be  complete  as 
well.  This  entire  program  provides  the  Nation  with  the  capability  of  deploying  a 
Desert  Storm  sized  force  in  half  the  time,  specifically  a  five  and  one-thira  division 
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contingency  corps  in  75  days.  The  Army  has  spent  nearly  $1.6  billion  on 
prepositioning  and  CONUS  infrastructure  improvements,  and  we  have  an  additional 
$683  million  budgeted  in  fiscal  year  1996.  Navy  and  Air  Force  programs  supplement 
ours  by  providing  the  sealift  and  airlift  the  Army  requires. 

General  Sullivan.  Front-end  lethality:  You  know  in  the  Gulf 
war  there  was  a  lot  of  concern  about  the  82d  Airborne  Division 
being  on  the  ground,  using  Dragons  and  antitank  weapons  like 
that.  The  Javelin  is  about  to  come  in.  The  Javelin  is  a  shoulder- 
fired  antitank  weapon  system  that  is  good  out  to  2,000  meters  and 
with  top  attack  can  kill  armored  vehicles  on  the  battlefield.  The 
Javelin  will  be  in  the  hands  of  our  troops  in  1997.  An  armored  gun 
system,  which  is  a  rapid  fire  105mm  gun,  the  82d  Airborne  Divi- 
sion will  have  beginning  in  1999. 

Front-end  lethality,  which  is  one  of  Norm's  points  on  improved 
anti-armor,  will  in  fact  be  fixed,  if  the  dollars  are  there.  Now  this 
goes  back  to  Senator  McCain's  point — really  to  the  thrust  of  this 
thing — I  have  them  in  the  program  now;  they  are  relatively  tiny 
dollars,  but  we  have  to  bring  them  on. 

Then,  the  last  thing  I  would  say  in  this  forum  concerns  the 
Guard  and  Reserve.  We  have  done  a  lot  of  work  on  the  Guard  and 
Reserve.  There  are  three  problems  of  the  Guard  and  Reserve:  size, 
readiness,  and  design.  We  are  working  the  readiness  piece.  We 
have  put  a  lot  of  advisors  out  there  with  them,  and  so  forth,  and 
so  on.  I  can  give  you  the  details  on  this.  The  last  is  design. 

Senator  McCain.  The  readiness  of  the  Guard  has  improved? 

General  Sullivan.  On  the  firont  end,  it  is  improving  but  it  is 
going  to  take  me  90  days  post-mobilization  training.  Look,  Senator, 
there  are  some  people  who  want  me  to  get  Guard  brigades  into  the 
fight  in  less  than  90  days.  I  do  not  think  it  can  be  done. 

Now,  I  understand  you  can  put  companies  into  the  fight;  but  I 
am  talking  about  brigades,  and  that  is  essentially  what  Norm  was 
talking  about.  You  cannot  do  it  in  less  than  90  days.  We  are  work- 
ing the  action,  but  it  is  long-term.  There  is  modernization  of  the 
Guard,  too,  and  design.  I  am  not  sure,  frankly,  that  the  National 
Guard  divisions  are  designed  correctly,  and  we  need  to  work  on 
that. 

These  are  not  problems  I  can  solve  overnight.  Right  now,  I  have 
3,000  senior  people  assigned  as  advisors  to  the  Guard  and  Reserve, 
and  that  number  is  going  up  to  5,000.  By  the  way,  5,000  senior  offi- 
cers, noncommissioned  officers,  majors,,  and  captains  are  enough 
rank  to  man  three  divisions.  There  is  no  free  lunch.  As  I  said,  we 
are  operating  on  a  very  thin  line  here;  but  we  are  devoting  energy 
to  it.  We  are  devoting  resources  to  it.  We  are  moving  in  the  right 
direction.  My  response  to  all  of  this  is  that  we  are  working  the  ac- 
tion in  the  Army,  as  I  think  the  other  services  are,  and  we  have 
made  big  improvements.  I  will  get  back  to  you  with  the  specifics. 

[The  information  was  not  received  at  time  of  printing.] 

Senator  Glenn.  I  would  appreciate  that. 

Admiral  Boorda.  In  order  not  to  use  too  much  time,  let  me  an- 
swer all  of  these  for  the  record. 
[The  information  was  not  received  at  time  of  printing.] 

Senator  Glenn.  Yes.  Be  as  brief  as  you  can,  because  I  know  we 
have  other  people  with  questions  here.  Just  run  through  them. 
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Admiral  Boorda.  Let  me  just  tell  you  that  we  are  working  on  all 
of  these.  You  know  that  in  mine  counter-measures,  we  have  fielded 
some  new  ships  that  did  not  exist  during  Desert  Storm.  Two  are 
in  the  Western  Pacific  right  now  and  four  are  now  training  with 
our  allies  in  Northern  Europe.  We  are  working  all  of  these  with 
varying  degrees  of  success. 

There  is  one  area  I  would  like  to  talk  about  today,  and  I  will  do 
the  rest  of  it  for  the  record.  General  Schwarzkopf  said  that  we 
should  increase  missile  detection  capabilities.  I  think  it  is  a  bigger 
issue  than  just  that,  and  he  meant  it  to  be  when  he  said  that. 

We  are  really  talking  about  missile  defense,  in  particular,  ballis- 
tic missile  defense.  We  have  a  strategy  that  requires  airlift  and 
sealift.  We  are  buying  the  ships  for  sealift.  Nimble  Dancer  assumed 
that  we  bought  what  we  had  money  in  there  for,  and  no  more.  Ron 
talked  about  airlift.  If  you  have  a  strategy  that  requires  sealift  and 
airlift  to  get  your  forces  there,  then  you  had  better  have  ports  and 
airports  to  put  them  ashore. 

If  ballistic  missiles  go  the  way  everything  has  gone — in  that  they 
get  longer  ranged,  more  accurate,  and  more  lethal — you  had  better 
have  a  way  to  shoot  them  or  somebody  will  not  let  you  use  those 
airports  and  seaports  to  carry  out  your  strategy.  In  the  old  par- 
lance that  we  used  to  talk  about,  they  were  "war  stoppers."  If  you 
do  not  solve  that  problem,  your  strategy  does  not  work. 

In  the  area  of  missile  defense,  we  have  a  lot  of  work  to  do.  It 
needs  a  lot  of  attention.  We  have  had  some  successes,  but  that  is 
a  program,  I  think,  that  we  should  all  be  scrutinizing  to  make  sure 
we  do  not  end  up  with  plans  but  no  missiles  for  the  next  time  we 
have  to  fight.  If  we  do  not  solve  that  problem,  we  will  not  be  able 
to  do  what  we  say  we  are  going  to  do. 

General  Mundy.  I  will  also  address  them  in  detail.  Senator.  Just 
looking  down  the  list,  ATARS,  the  Advanced  Tactical  Area  Recon- 
naissance System  that  was  of  concern,  is  coming  along  fine  in  the 
development  and  testing.  We  will  begin  procuring  it  in  1997. 

The  night  flying  capabilities  on  the  Harrier  on  the  AV-8  are 
about  half  way  there.  We  are  projected  to  completely  upgrade  the 
night  targeting  and  the  radar  capabilities  by  2001.  Part  of  that  is 
hooked  to  the  remanufacture  program  for  the  AV-8B. 

Again,  in  terms  that  I  mentioned  earlier  of  stretching  out,  we 
were  programmed  to  do  14  of  those  aircraft.  In  this  next  budget 
year,  we  will  be  doing  four.  We  have  been  reduced.  The  2001  string 
gets  a  little  bit  longer  in  that  upgrade.  Just  again,  capabilities  for 
the  Cobra,  the  Cobra  is  the  night  target  system  now. 

Improved  command  and  control:  half  of  the  procurement  funding 
that  the  Marine  Corps  will  spend  in  1996  is  for  command  and  con- 
trol equipment  that  will  keep  us  compatible  as  a  part  of  the  team 
here.  There  is  a  fairly  substantial  investment  in  that  type  of  thing. 

[The  information  follows:] 
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Department  of  the  Navy, 
Headquarters  United  States  Marine  Corps, 

Washington,  DC.  May  8.  1995. 
Hon.  John  Glenn, 
Senate  Armed  Services  Committee, 
U.S.  Senate, 
Washington,  DC. 

Dear  Senator  Glenn:  First,  let  me  say  that  I  greatly  appreciated  the  oppor- 
tunity to  appear  before  the  Senate  Armed  Services  Committee,  Readiness  Sub- 
committee on  27  April  to  discuss  Marine  Corps  concerns. 

During  the  course  of  that  hearing  we  were  discussing  lessons  learned  during 
Desert  Storm  and  deficiencies  identified  by  General  Schwartzkopf  in:  strategic  lift, 
mine  countermeasures,  friendly  force  identification,  tactical  air  reconnaissance,  the 
total  force  policy,  round  out  brigade  concept,  fast  sea-lift,  night  (lying  capabilities 
for  the  Cobra  and  other  helicopters,  and  increased  missile  detection  capabilities. 
Your  concern  was  how  were  these  deficiencies  treated  in  Nimble  Dancer? 

Nimble  Dancer  exercises,  as  I  understand  them,  are  CJCS  sponsored  seminar 
style  war^ames  combining  modeling,  simulation,  and  military  judgment  to  test  the 
sufficiency  of  U.S.  Forces  in  a  2  MRC  scenario.  It  is  a  macro-level  examination  of 
the  strategic  and  operational  levels  of  war.  Nimble  Dancer  was  conducted  7-9  Dec 
94  with  the  CINC/Service  Chief  presentations  on  31  Jan  95.  Nimble  Dancer  II  was 
15-17  Mar  95  with  CENC/Service  Chiefs  being  scheduled  for  15  July  95.  Nimble 
Dancer  did  not  consider  the  deficiencies  listed  above  or  take  into  account  specific 
aircraft,  equipment,  or  weapons  systems  capabilities. 

Several  of  the  deficiencies  you  listed  are  of  concern  to  the  Marine  Corps  and  I 
would  like  to  provide  you  with  where  we  are  today  and  where  we  are  going  in  meet- 
in^  these  deficiencies, 

TACTICAL  AIR  RECONNAISSANCE:  ATARS-Modern  manned  air  reconnais- 
sance capability  requirements  were  very  clearly  demonstrated  during  Desert  Storm 
and  have  been  repeatedly  validated  in  operations  and  exercises  recently.  The  JROC 
also  reviewed  and  validated  this  requirement  in  October  1992.  The  Marine  Corps 
has  continued  the  ATARS  program  and  currently  has  6  systems  in  RDT&E,  3  of 
which  will  be  fielded  operationally  as  soon  as  they  are  up  to  standard.  We  are  fund- 
ed for  28  additional  systems  in  the  FYDP  with  a  total  requirement  for  31  systems. 
ATARS  provides  the  basis  for  transition  to  digital,  real-time/near-real-time  tactical 
reconnaissance  and  is  the  ONLY  system  under  development  which  will  provide  re- 
sponsive, organic  tactical  reconnaissance  to  replace  TAKPS. 

NIGHT  TARGETING  SYSTEM  FOR  THE  AH-IW  (NTS):  The  NTS  incorporates 
a  FLIR  and  a  laser  designator  to  provide  autonomous  weapons  delivery  at  night. 
It  is  the  first  part  of  a  3  phased  modernization  program  to  correct  nignt  fighting 
deficiencies  validated  in  Desert  Storm  lessons  learned.  Today  we  have  51  NTS  oper- 
ational with  77  additional  funded  in  the  FYDP.  The  total  requirement  and  goal  is 
141  NTS  upgrades,  fully  fielded  by  FY99. 

AV-8B  NIGHT  FIGHTING  CAPABILITIES:  The  Marine  Corps  is  addressing  the 
night  fighting  deficiencies  in  the  day  attack  AV--8B  by  re  manufacturing  72  day  at- 
tack aircraft  to  the  current  radar/night  attack  standard.  There  were  no  night  attack 
AV-8B's  deployed  to  Desert  Storm  but  there  are  53  operational  today,  along  with 
27  radar  night  attack  aircraft.  We  will  accept  first  delivery  of  remanufactured  air- 
craft in  Feb  of  '96,  8  AV-8B  day  attack  aircraft  remanufactured  to  the  night  attack 
standards  have  been  funded  in  '94  &  '95.  An  additional  64  are  funded  over  the 
FYDP.  This  program  is  easily  accelerated  with  additional  funding,  in  fact,  increas- 
ing the  FY96  buy  from  4  to  12,  triples  the  number  of  aircraft  lor  only  twice  the 
price. 

Finally,  any  discussion  of  strategic  lift  deficiencies  needs  to  address  shortfalls  in 
amphibious  shipping  and  Maritime  Prepositioning  Forces  (MPF).  During  Desert 
Storm  the  Marine  Corps  was  operating  13  prepositioning  ships  in  3  squadrons. 
Thanks  to  Congressional  support  of  our  efforts  to  enhance  MI-*Is  we  will  soon  have 
14  ships  with  2  additional  snips  also  authorized.  We  are  hopeful  that  future  appro- 
priations of  $220  million  will  be  provided  to  complete  this  enhancement  totaling  16 
MPF  ships. 

Amphioious  fieet  wise,  during  Desert  Storm,  we  had  62  amphibs  with  41  de- 
ployed. Today  60  ships  remain,  with  that  number  decreasing  to  49  by  FY98.  With- 
out replacements,  our  amphibious  force  will  decline  to  23  snips  by  2008.  Amphibs 
represent,  in  my  view,  the  only  sustainable  forcible  entry  capability  this  nation  pos- 
sesses. They  are  indeed  National  assets.  In  this  time  of  decreasing  forward  basing 
options,  the  ability  to  perform  any  operations  up  to  and  including  forcible  entiy  from 
Amphibious  ships  is  of  vital  importance  to  the  Nation.  Support  lor  the  last  LHD  and 
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the  entire  LPD-17  class  will  keep  us  as  strong  as  possible  during  these  fiscally  con- 
strained times. 

I  hope  that  I  have  answered  some  of  your  concerns  and  appreciate  the  support 
you  have  given  your  Marine  Corps  over  the  years  and  especially  during  my  tour  as 
its  Commandant.  If  I  can  be  of  additional  service,  please  feel  free  to  call. 
Very  Respectfully, 

C.E.  MUNDY,  Jr., 

General,  U.S.  Marine  Corps, 
Commandant  of  the  Marine  Corps. 

General  Fogleman.  Sir,  as  per  your  request,  I  will  just  answer 
for  the  record,  if  that  is  okay. 

[The  information  was  not  received  at  time  of  printing.] 

Senator  Glenn.  Yes.  I  may  just  send  a  letter  following  up  on  this 
and  list  these  things  a  little  better  than  they  are  here.  Those  were 
just  from  my  notes  from  the  office.  This  morning  here  I  gave  you 
each  a  copy  of  this.  You  can  be  preparing  some  of  this  stufF.  I  will 
send  a  letter  over  to  follow  up,  but  it  will  be  a  list  of  this,  and  what 
you  are  doing  in  these  areas.  I  think  it  is  very  important.  If  we  can 
get  that  kind  of  stuff  answered,  that  will  be  a  big  step  forward. 

Thank  you,  Mr.  Chairman. 

[The  information  was  not  received  at  time  of  printing.] 

Senator  McCain.  Senator  Cohen. 

Senator  Cohen.  Thank  you,  Mr.  Chairman.  I  was  thinking  as  you 
were  all  talking  about  a  psychedelic  song  of  the  sixties,  or  I  should 
say,  "I  just  dropped  in  to  see  what  condition  my  condition  was  in." 
[Laughter.! 

Based  upon  your  presentations,  it  is  sobering,  but  shaky.  As  I  lis- 
ten to  Senator  McCain,  who  being  a  Navy  man  likes  to  talk  about 
"bow  waves,"  and  as  a  landlubber  that  is  not  always  easy  for  me 
to  understand.  I  started  looking  at  some  of  the  numbers,  and, 
frankly,  they  do  not  add  up.  Admiral  Boorda,  if  we  take  the  SCN 
plan  for  the  shipbuilding  account,  we  have  over  the  FYDP,  we  have 
28  ships.  It  works  out  to  about  4.6  ships  a  year. 

How  much  does  it  take  to  buy  a  fleet  of  346,  which  you  keep  re- 
ferring to  as  a  Bottom-Up  Review?  It  takes,  roughly,  if  you  consider 
about  a  35-year  average  life  expectancy  for  a  ship,  9.9  years.  This 
year  we  may  be  buying  three,  which  means  we  have  a  deficit  of  6.6 
ships  this  year  and  every  year  thereafter.  Every  time  we  buy  less 
than  9.9,  we  are  simply  compounding  the  problem. 

This  is  the  bow  wave  we  are  looking  at,  because  Admiral  Owens 
testified  that  he  calculated  to  maintain  a  342-ship  Navy,  which  is 
slightly  under  the  Bottom-Up  Review  level.  We  need  to  invest  8.5 
billion  dollars  annually.  This  year  it  is  4.6;  next  year  it  is  3.7,  3.47; 
the  average  over  the  FYDP  is  4.9;  and  then  in  the  fiscal  year  of 
2002,  $15  billion.  Does  anyone  here  believe  that  we  are  going  to 
come  up  with  $15  billion  in  the  year  2002  for  the  shipbuilding  ac- 
count? I  doubt  it. 

When  we  talk  about  a  345-ship  level  we,  I  think,  are  indulging 
in  illusion;  it  is  a  mirage.  There  is  no  way  in  the  world  that  we 
are  going  to  be  able  to  achieve  that,  given  the  funding  levels  that 
we  currently  are  projecting,  and  then  assume  that  suddenly  in  the 
vear  2002  it  is  going  to  go  from,  roughly,  $3  billion  a  year  or  $4 
billion  to  $15  billion  in  order  to  maintain  that. 
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Admiral  Boorda,  I  would  ask  you  in  terms  of  the  DDG— 51,  which 
you  mentioned  in  your  opening  comments,  what  does  that  ship  con- 
tribute to  readiness?  If  there  were  more  funds  available  in  the  SCN 
account,  what  would  be  the  priority  of  acquiring  more? 

Admiral  Boorda.  Yes,  sir.  First,  let  me  say  I  never  thought  of 
you  as  a  "landlubber,"  Senator.  I  have  talked  to  you  about  ships 
a  lot.  Well,  you  have  not  been  to  Bangor,  Maine,  yet  either.  [Laugh- 
ter.] 

You  are  right.  Before  I  talk  about  the  DDG,  let  me  say  quickly 
that  the  "mountain,"  the  SCN  problem  I  was  talking  about,  is  the 
one  you  just  defined.  It  requires  that  we  save  all  the  money  we  say 
we  are  going  to  save  from  infrastructure  reductions  from  all  the 
things  we  are  doing  to  be  cheaper,  more  effective,  more  efficient. 
We  are  saving  a  lot  of  that  money. 

Then,  as  my  counterpart  from  the  Army  said,  you  have  to  be  able 
to  keep  that  money  and  apply  it  to  the  SCN  problem  and  it  really 
needs  to  be  there.  There  are  certainly  other  ways  to  attack  that 
problem.  Because  we  do  not  have  a  block  obsolescence  problem 
right  now,  we  do  not  see  it  in  the  years  that  Senator  McCain  was 
talking  about.  The  problem  comes  a  little  later  for  us.  Because  it 
takes  longer  to  build  ships  than  most  anything  else,  you  have  to 
attack  the  problem  early.  If  we  do  not  want  a  $15  billion  SCN  ac- 
count that  nobody  thinks  we  can  get  just  outside  the  FYDP,  then 
we  have  to  figure  out  a  way  inside  the  FYDP  to  build  more  ships 
and  not  have  to  deal  with  that  huge  mountain.  I  know  that  you  are 
looking  at  some  innovative  ways  to  do  that.  We  have  to  solve  that 
problem.  I  think  it  is  not  realistic  to  think  that  in  2002  or  2003  we 
will  suddenly  have  a  turnaround  and  be  building  more  than  we  are 
building  in  2000.  With  respect  to  the  DDG-51,  I  do  not  want  to 
make  it  sound  like  it  is  the  only  part  of  the  Navy.  Carriers,  sub- 
marines, airplanes — those  are  all  very  important.  But  specifically, 
the  DD(jr-51  brings  us  power — the  ability  to  project  power  ashore 
to  help  Carl  Mundy  and  the  Marine  Corps  and  to  shoot  Tomahawk 
missiles  at  ranges  of  750  to  1,000  miles  inland.  It  is  probably  the 
answer  to  part  of  the  theater  ballistic  missile  defense  problem — not 
the  whole  answer,  but  a  major  part  of  it.  We  have  had  some  good 
tests,  and  we  are  seeing  some  promise  there.  It  is  a  supported  pro- 
gram, and  I  think  it  needs  to  be  supported  and  followed  closely.  It 
is  the  lock  opener,  if  you  will.  Today,  the  Iranians  are  building  up 
on  their  islands  in  the  straits  and  on  the  coastline  near  the  straits. 
We  have  a  sealift  strategy,  but  sealift  has  to  be  able  to  get  there. 
The  DDG-51  is  one  of  the  things  that  helps  us  do  that.  It  is  a 
major  part  of  forward  presence  out  in  the  world.  It  is  the  backbone 
of  our  surface  Navy.  It  is  a  high  priority  for  me  and  it  is  on  my 
list  of  additional  things  to  buy,  if  more  money  were  to  be  available. 

Senator  Cohen.  General  Sullivan,  you  talked  about  some  of  the 
upgrades.  Without  reference  to  the  small  arms  in  particular,  I  ask 
about  the  requirements  for  the  Mark  19  grenade  launcher,  also  for 
the  7.62-millimeter  machine  gun.  What  are  the  requirements 
today?  What  sort  of  upgrades  are  you  looking  at  for  the  Mark  19 
and  also  for  the  requirements  of  the  machine  gun? 

General  Sullivan.  I  am  not  looking  at  any  particular  upgrades 
on  the  Mark  19;  although,  the  Mark  19  is  probably  one  of  the  best 
weapons  we  have.  The  2d  Cavalry  Regiment,  which  has  a  squadron 
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in  Haiti  and  is  about  to  deploy  another  squadron  down  there,  has 
the  Mark  19.  One  of  the  weapons  the  Hght  infantry  is  using  very 
effectively  is  the  Mark  19.  Fortunately,  they  are  not  having  to  use 
it  in  Haiti,  but  that  is  how  they  are  equipped. 

Senator  Cohen.  I  am  told  there  is  some  sort  of  a  universal  brack- 
et that  would  increase  its  night  fighting  capability  accuracy  range 
extension? 

General  Sullivan.  Yes,  in  fact,  night  vision  goggles  with  a  3X 
extender  will  enable  us  to  see  out  at  night  to  1,000  meters;  and 
with  laser  designators,  we  can  effectively  hit  the  target  and  point- 
ers at  night  at  600  meters.  Now,  that  may  not  seem  like  much  to 
all  the  aviators  in  the  room  and  other  people,  but  for  g^ys  like  Carl 
Mundy  and  me  1,000  meters  and  600  meters  at  night  is  a  big  deal. 
The  Mark  19  is  a  very  effective  weapon.  It  is  a  good  weapon,  and 
we  are  very  pleased  with  it.  Obviously,  the  machine  gun  will  con- 
tinue to  be  an  important  part  of  what  we  do. 

Senator  Cohen.  Okay.  Greneral  Fogleman,  would  you  just  com- 
ment on  the  Over  the  Horizon  Backscatter  (OTHB),  which  is  sched- 
uled to  be  terminated  or  to  be  put  into  cold  storage,  as  such,  as  of 
1995.  That  is  a  program  we  spent  some,  I  think,  $800  million.  I 
know  it  is  scheduled  for  closure,  but  would  you  g^ve  the  rationale 
for  that? 

General  Fogleman.  Yes,  sir.  I  believe  that  folks  in  the  Depart- 
ment have  communicated  with  you  recently  on  this  subject.  OTHB 
was  a  system  that  truly  was  designed  as  a  Cold  War  system,  and 
started  to  be  fielded  just  about  the  time  the  Cold  War  came  to  an 
end,  particularly  the  bulk  of  the  air  breathing  threat  to  the  con- 
tinental United  States.  It  also  came  on  the  scene  at  the  time  the 
drug  threat  to  the  Nation  was  high. 

We  tried  to  take  this  system  and  use  it  to  the  extent  that  we 
could  in  the  counterdrug  business.  As  it  turns  out,  the  relocatable 
Over  the  Horizon  System  is  much  more  effective  in  this  role.  The 
OTHB  basically  has  late  1970s,  early  1980s  technology.  We  looked 
at  what  it  would  cost  to  upgrade  the  system,  what  it  costs  to  oper- 
ate it  every  year.  And,  I  think  appropriately,  as  a  result  of  an 
interagency  review,  we  decided  that  we  would  go  to  the  relocatable 
OTH  for  the  counterdrug  mission. 

We  were  not  prepared  to  walk  completely  away  from  OTHB.  We, 
as  you  know,  are  willing  to  spend  about  $4  million  a  year  to  keep 
this  in  sort  of  a  warm  status,  while  we  go  make  an  assessment, 
quite  frankly,  of  the  cruise  missile  threat  that  we  see  emerging  out 
tnere  to  see  what  we  might  do  in  the  future.  That  is  really  where 
we  are.  Senator. 

Senator  Cohen.  Thank  you,  Mr.  Chairman.  My  time  is  up. 

Senator  McCain.  Senator  Robb. 

Senator  Robb.  Thank  you,  Mr.  Chairman. 

Gentlemen,  I  have  three  questions.  I  think  it  might  be  easier  to 
just  ask  a  general  question  that  has  three  component  parts  and  ask 
you  sequentially  to  just  give  any  comments  that  you  have  in  these 
three  areas.  Then,  if  I  have  time  left  in  this  round,  I  have  some 
specific  questions  that  relate  to  one  of  the  individual  service  Chiefs. 
I  would  like  to  begin. 

I  think  it  was,  Mr.  Chairman,  at  our  last  hearing  that  we  had 
a  report  from  four  distinguished  retired  military  officers,  comrades 
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in  arms.  I  am  certain  that  all  of  you  have  seen  and  reviewed,  and 
if  we  had  unlimited  resources,  I  suspect  that  you  would  not  object 
to  having  some  of  the  staffing  and  the  material  that  were  rec- 
ommended by  those  who  have  worn  the  same  uniform  fairly  re- 
cently. 

I  guess  my  first  general  question,  because  I  do  not  think  I  have 
heard  the  individual  service  Chiefs — although,  we  did  have  Sec- 
retary Perry  and  Greneral  Shalikashvili  react  to  it  at  least  in  part — 
but  with  respect  to  the  component  parts  that  reflect  your  individual 
services,  just  a  comment  or  two  on  whether  or  not  this  generally 
tracks  the  kind  of  priorities  that  you  would  establish,  had  you  the 
resources  to  carry  out  what  is  recommended  in  this  report. 

Second,  I  understand  the  Rules  and  Mission  Commission  is  hav- 
ing some  difficulty  with  the  Deep  Strike  missions  and  base  assets 
and  what  have  you  with  respect  to  the  individual  service  respon- 
sibilities. Any  comment  in  terms  of  how  this  is  being  resolved?  If 
indeed  we  are  on  track,  I  would  like  to  know  that,  but  I  do  not 
have  a  sense  of  that  at  the  moment. 

Finally,  one  third  general  question  with  a  brief  comment.  Given 
the  recent  actions  of  the  People's  Republic  of  China  moving  into  the 
Spratleys  and  establishing  a  more  assertive  stance  and  claim  in 
that  area,  I  realize  this  would  be  largely  a  SINCPAC-type  ques- 
tion. 

I  am  wondering  in  terms  of  the  individual  serv^ices  what  that 
portends  for  the  future,  and  whether  or  not  there  are  any  readiness 
reactions  to  a  possibly  more  assertive  PRC  or  a  reactive  Korea, 
Japan,  what  have  you,  with  respect  to  what  is  happening  in  North 
Korea  or  what  is  happening  in  the  People's  Republic  of  China?  I 
recognize  that  those  are  very  broad-based  questions  and  there  may 
be  an  opportunity  for  some  specific  follow-up. 

General  Sullivan,  I  understand  you  made  at  least  a  reference  to 
this  report  in  your  opening  remarks,  but  just  anything  in  terms  of 
whether  or  not  this  would  reflect  current  Army  thinking  if  not  con- 
strained by  budget,  the  requirements  of  the  Secretary  of  Defense 
and  the  Chairman  of  the  Joint  Chiefs,  and  what  have  you  whether 
there  would  be  any  significant  departures? 

General  Sullivan.  Well,  I  will  run  down  the  list,  Senator.  For 
me  the  report  means  a  force  structure  of  12  divisions  with  support- 
ing forces.  I  think  our  end  strength  number  now  is  around  540,000. 
The  Bottom-Up  Review  is  495,000  active  Army  in  10  divisions,  and 
there  are  no  plans  to  go  up  to  12  divisions. 

As  I  commented  in  my  opening  statement,  for  me  to  go  up  to  12 
divisions  would  require  a  considerable  plus-up  in  dollars.  Including 
modernization,  and  so  forth,  I  think  it  would  cost  something  like 
$68  billion,  and  I  will  get  about  $60  billion  for  fiscal  year  1996,  at 
least  that  is  what  I  think  I  will  be  looking  at.  So,  it  would  cost  to 
go  up  to  12  divisions. 

Senator  Robb.  Let  me  just  interject,  if  I  may.  General.  I  recog- 
nize that  none  of  you  are  individually  advocating  this;  although,  I 
think  that  it  probably  goes  without  saying  that  if  you  had  those  re- 
sources you  would  not  mind  these  assets.  What  I  am  suggesting, 
or  what  I  am  asking  is,  would  this  reflect  the  basic  priorities? 

I  am  concerned  with  some  of  the  things  that  Senator  Glenn  said 
and  others.  I  have  reflected  in  terms  of  whether  or  not  we  are,  in- 
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deed,  ready.  Nobody  likes  to  use  the  term  'Tiollow,"  and  nobody 
likes  to  suggest  that  our  procurement  will  not  be  adequate  to  meet 
the  phase-out  needs  in  terms  of  known  equipment  expiration  dates, 
and  what  have  you.  Is  this  the  way  you  would  go  if  you  had  the 
money? 

General  Sullivan.  Yes.  I  would  go  in  that  general  direction,  but 
I  think  some  of  the  modernization  we  are  doing  would  suggest  that 
the  Army  division  would  not  look  like  the  Army  division  of  the  Cold 
War.  We  would  redesign  it.  So,  that  is  why  I  want  to  be  a  little 
bit  vague  on  that  number.  I  do  not  even  think  there  is  a  number 
of  540,000  given  in  the  report  for  an  active  duty  end  strength.  So, 
I  would  let  the  end  strength  number  float.  In  general,  that  is  prob- 
ably what  I  would  do,  what  the  report  says.  It  is  a  good  report.  I 
think  that  after  I  retire,  I  will  also  have  increasingly  crystal  clear 
visions  of  what  will  happen — Carl  Mundy  and  I.  [Laughter.] 

Senator  Glenn.  We  will  welcome  your  comments. 

General  Sullivan.  Yes,  sir,  right. 

Okay.  On  roles  and  missions,  as  you  probably  know,  the  Commis- 
sion is  closeted  now,  and  I  truly  do  not  know  what  their  ultimate 
findings  will  be.  I  would  just  say  in  response  to  your  question  that 
the  Army  is  modestly  in  Space.  Space  is  pretty  much  an  Air  Force 
show  in  terms  of  dollars  and  manpower. 

I  have  strong  feelings  on  this.  I  would  like  to  maintain  some 
Army  foothold  in  Space.  I  do  have  astronauts,  and  I  will  put  an  as- 
tronaut up  there  in  June.  I  have  deep  fire  systems  now,  and  I  fully 
intend  to  stay  in  the  deep  fire  business.  I  think  it  is  appropriate. 
There  are  lots  of  targets  out  there,  and  there  is  always  a  lack  of 
people  around  to  shoot  at  them  when  it  comes  time  to  do  it.  So, 
I  want  to  stay  in  the  deep  fire  business. 

Now,  the  People's  Republic  of  China  (PRO  is  problematic.  No 
particular  implications.  Dr.  Deutch  mentioned  the  PRC  in  his  hear- 
ing yesterday.  I  would  just  say  that  the  Army  is  keeping  62,000 
people  in  and  around  the  Pacific,  and  we  intend  to  maintain  that 
number  into  the  future.  That  is  about  the  same  number  we  will 
have  in  Europe,  and  we  are  buying  the  ships  and  planes  to  project 
that  power. 

We  are  a  player  in  the  Pacific.  Other  than  in  broad  terms,  the 
PRC  remains  problematic  in  the  Pacific.  I  do  not  have  any  specifics 
on  the  issue  like  in  North  Korea  where  things  are  specific. 

Senator  Robb.  Thank  you.  General.  Admiral  Boorda. 

Admiral  Boorda.  Yes,  Senator.  Let  me  do  the  three  questions 
fairly  quickly.  My  answers  are  not  very  different  from  General  Sul- 
livan's. First,  with  regard  to  the  priorities  for  the  Navy,  if  we  had 
an  unlimited  amount  of  money,  of  course  I  would  want  more  air- 
craft carriers. 

Let  us  take  that,  for  example.  I  believe  the  retired  four-stars  said 
we  need  13  deployable  carriers.  I  was  asked  about  that  yesterday 
during  a  speech,  and  I  said  it  takes  15  to  have  a  carrier  in  each 
of  the  three  hubs:  the  Far  East,  somewhere  around  the  Persian 
Gulf,  and  in  the  Mediterranean.  Fifteen  is  the  number  we  would 
like,  but  we  cannot  afford  it.  Affordability  is  really  the  issue  here. 
If  you  had  an  unlimited  amount  of  money,  what  would  you  do?  We 
would  buy  more  aircraft  carriers,  without  a  doubt. 
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Senator  McCain.  Could  I  just  say,  I  do  not  think  that  these  indi- 
viduals base  this  on  unlimited  amounts  of  money.  I  think  they 
based  it  on  what  they  thought  our  national  security  requirements 
are. 

Admiral  BoORDA.  Yes,  sir. 

Senator  McCain.  In  all  due  respect,  it  is  a  bit  of  a  cop-out  for 
our  witnesses  to  say,  "Well,  if  we  had — ."  They  did  not  base  it  on 
that  premise.  They  based  it  on  what  our  national  security  require- 
ments were,  with  all  due  respect. 

Admiral  Boorda.  I  think  that  the  numbers  they  had  in  there, 
with  that  caveat,  are  about  the  right  numbers.  That  is  where  I 
would  try  to  go,  and  in  fact  I  said  that  in  an  earlier  hearing  before 
the  full  committee  of  the  Senate  Armed  Services. 

When  Admiral  Trost  was  asked  by  Senator  Glenn,  "Okay,  if  you 
had  more  money,  how  would  you  spend  it?",  he  said  that  he  would 
have  used  it  on  the  operations  of  the  current  force,  he  would  have 
done  midterm  modernization  and  depot  maintenance,  and  he  would 
have  recapitalized  the  Navy  in  the  terms  that  Senator  McCain  and 
Senator  Cohen  were  talking  about.  I  would  do  that  as  well,  so  I  can 
identify  with  that  report,  and  say  that  it  was  basically  in  line  with 
my  thinking. 

With  regards  to  Roles  and  Missions  and  Deep  Strike  and  Space, 
let  me  take  Deep  Strike  and  simply  sav  that  I  think  some  military 
redundancy  is  a  good  thing,  not  a  bad.  thing.  If  we  run  a  test  we 
may  find  we  can  shoot  eight  ATACMS  off  a  ship.  Whether  we  can 
afford  it  or  not  will  be  another  story,  but  that  capability  would  be 
good  to  have. 

Some  redundancy  is  important.  I  would  hope  that  the  Roles  and 
Missions  Commission,  and  I  do  not  know  what  they  will  do,  do  not 
get  into  tactics  or  strategy  that  borders  on  tactics.  The  review  of 
the  Gulf  war,  as  Senator  Glenn  said,  is  not  the  be-all  and  end-all 
of  future  warfare. 

The  idea  that  we  will  have  a  6-month  buildup  and  we  will  get 
to  start  when  we  want  and  the  other  guy  will  stay  in  place  and  not 
fight  back  real  hard — I  do  not  think  those  are  the  kinds  of  things 
we  want  to  count  on  in  a  future  war. 

For  Deep  Strike  I  think  that  all  of  the  services  having  some  ca- 
pability that  the  Joint  Force  commander  can  use  as  he  sees  fit  is 
the  right  way  to  go.  We  also  have  a  large  role  to  play  in  Space,  and 
I,  like  my  counterpart  in  the  Army,  want  to  be  sure  we  play  a  valid 
role  in  that.  I  think  the  service  Chiefs  are  pretty  much  in  agree- 
ment on  that. 

With  regard  to  The  People's  Republic  of  China,  we  have  a  role 
to  play  in  the  Pacific  which  is  important.  We  keep  a  carrier  in  the 
Pacific  full-time.  We  are  stressed  to  do  it,  but  we  are  doing  that; 
it  reassures.  We  keep  an  amphibious  ready  group  there  full-time. 
You  know  that  the  Marines  have  a  forward  deployment  there.  I 
think  that  reassures  our  alliesT 

The  talk  around  the  world  now  when  I  talk  to  other  leaders  is 
not,  "Why  don't  you  get  your  forces  and  take  them  home?"  It  is, 
"You  are  not  going  to  reduce  too  much,  are  you?  We  rely  on  you." 
I  think  that  is  particularly  true  in  the  Pacific,  and  so  we  need  to 
maintain  a  force  level  and  funding  for  that  force  level  that  allows 
us  to  have  a  forward  presence  there.  Right  now,  we  are  doing  that. 
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Senator  Robb.  Thank  you,  Admiral. 

General  MUNDY.  Not  too  much  to  add.  Senator,  yes,  the  priorities 
that  I  think  were  laid  out  in  the  report,  I  think,  are  good  for  the 
Marine  Corps. 

Senator  Robb.  Do  you  accept  20,000  more  as  an  end  strength? 

General  MuNDY.  Oh,  at  least  20,000  more.  That  is  about  right  for 
the  full  sizing  of  the  Marine  Corps,  were  that  possible. 

I  mentioned  earlier,  I  used  the  term  "shallow,"  and  I  used  the 
descriptor  to  say  that  if  you  go  around  anywhere,  to  about  any  or- 
ganization other  than  those  that  are  right  out  on  the  point  of  the 
spear,  which  we  keep  up  at  a  heavy  level,  they  are  about  20  per- 
cent under  what  strength  we  would  like  to  have. 

A  lot  of  that  comes  out  of  the  technical  specialties.  Aviation 
Squadrons  and  things  like  that  that  are  literally  operating  on  the 
margin  of  people,  longer  hours  and  so  on.  This  would  help  us  be 
more  robust  and  full-up  capable  and  give  more  opportunities  to 
train  and  that  sort  of  thing. 

The  Deep  Strike  mission — not  a  lot  to  add.  I  think  Admiral 
Boorda  has  hit  it.  Each  of  us  wears  a  different  color  uniform  for 
a  good  reason,  and  that  is  that  each  of  us  brings  particular^ skills 
to  the  joint  arsenal.  We  would  never  want  to  fence  those  off  and 
box  them  in  and  just  have  one  of  us  that  can  do  one  thing.  It  might 
be  the  wrong  place,  the  wrong  time,  or  you  might  not  be  there,  so 
it  is  good  to  have  some  redundancy.  As  was  said,  not  too  much 
maybe,  but  to  have  that  capability. 

The  Spratleys — I  think  they  emphasize  the  continuing  and  in- 
deed the  emerging,  if  you  will,  importance  of  the  Pacific  to  us  as 
a  nation,  and  certainly  the  Western  Pacific.  From  the  standpoint 
General  Sullivan  mentioned,  we  have  about  two-thirds  of  the  Ma- 
rine Corps  in  the  Pacific,  about  72,000  marines  that  are  out  there. 
About  25,000  of  those  are  forward  in  the  Western  Pacific.  We  have 
got  to  keep  flexible  force  options  to  be  able,  if  we  need  it,  to  deal 
with  situations  like  the  Spratleys  or  elsewhere  out  there. 

Senator  Robb.  Thank  you.  General. 

General  Fogleman.  Senator,  I  have  one  disconnect  with  the  re- 
port, and  that  is  given  the  rules  of  engagement  for  the  report  I 
would  not  support  increased  force  structure.  The  report  rec- 
ommended 25  TAG  Fighter  Wings.  I  would  prefer  to  stay  where  I 
am  at,  at  20  TAG  Fighter  Wings  and  walk  with  that  a  while. 

I  would  take  that  delta  in  dollars  and  invest  that  in  product  im- 
provement of  some  of  the  things  that  I  have,  and  to  better  assure 
myself  that  I  could  meet  these  modernization  goals  that  I  need  in 
the  long-term.  That  would  be  the  one  place.  Beyond  that,  their  pri- 
orities, I  think,  are  right  on  target  in  terms  of  the  types  of  things. 

The  Deep  Strike  capabilities — I  would  agree  with  what  has  been 
said.  I  would  tell  you  that  in  the  Deep  Strike  area  what  we  are  try- 
ing to  do  in  the  Air  Force  is  to  leverage  the  kinds  of  technology 
that  we  have;  that  is,  expand  the  number  of  precision-guided  muni- 
tions carriers  that  we  have  and  also  use  our  Stealth. 

Face  it,  in  the  Deep  Strike  business  if  you  are  firing  things  that 
cost  a  million  dollars  or  more  a  shot,  you  can  get  some  guy's  atten- 
tion, but  you  cannot  carry  out  a  campaign  doing  that.  It  is  going 
to  be  cost-prohibitive.  We  have  to  get  ourselves  in  the  position 
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where  we  can  expend  munitions  that  are  plentiful,  lethal  and  de- 
pendable. 

All  the  services,  the  Navy,  the  Air  Force,  and  the  Marines  were 
looking  at  JDAM  as  a  weapon  there,  that  is  about  a  $40,000  a  shot 
weapon,  versus  very  expensive  weapons.  There  will  be  a  part  of  the 
battle  where  maybe  the  best  way  to  get  that  there  is  on  a  stealthv 
platform.  Then  once  we  have  rolled  things  back,  we  can  bring  all 
the  assets.  That  is  the  value  of  what  has  been  said  about  all  of  us 
staying  in  this  game,  so  we  can  put  a  weight  of  effort  in  there. 

Space — I  think  that  again  I  am  very  cognizant  of  the  concerns  of 
my  fellow  chiefs  about  the  Space  business.  The  Air  Force  has  been 
in  the  Space  business  for  a  long  time.  We  have  a  lot  of  money  in- 
vested in  infrastructure.  We  have  a  lot  of  money  invested  in  com- 
mand and  control. 

On  my  watch  my  pledge  to  the  Chiefs  is  that  we  are  not  in  the 
business  of  trying  to  shut  the  other  services  out  of  Space.  I  do 
think  that  we  need  to  leverage  the  investments  that  we  have  made 
and  find  a  way  to  make  sure  that  their  requirements  are  taken 
care  of,  that  they  have  a  voice  at  the  table.  Yet,  we  do  not  have 
to  go  out  and  duplicate  infrastructure,  et  cetera,  to  go  do  that. 

Relative  to  the  Spratleys — again,  not  directly  involved;  however, 
I  think  it  is  an  example  of  a  place  where  Space-based  assets  to 
monitor,  to  observe  is  a  good  way  to  be  engaged.  Like  the  other 
services  I  would  point  out  for  the  first  time  in  my  memory  we  now 
_have  more  tactical  air  forces  deployed  to  the  Pacific  than  we  have 
in  Europe.  We  have  over  60,000  Air  Force  people. 

Senator  McCain.  Which  is  mainly  due  to  the  draw  down  in  Eu- 
rope. 

General  Fogleman.  Exactly.  And  not  drawing  down  in  the  Pa- 
cific. 

Senator  ROBB.  Thank  you.  General.  I  suspect  my  time  is  up.  I 
deliberately  did  that.  I  have  got  some  individual  questions.  I  will 
wait  for  the  next  round. 

Senator  McCain.  Thank  you.  Senator  Robb.  Senator  Coats. 

Senator  Coats.  Let  me  just  say  that  when  I  try  to  look  at  the 
needs  and  I  think  about  the  future  and  assess  what  you  have  said 
as  to  where  we  are,  it  makes  me  nervous.  When  we  are  dealing 
with  national  security,  I  would  like  to  err  at  the  plus  side.  I  do  not 
like  to  be  right  at,  as  someone  used,  I  think  it  was  General  Mundy, 
"as  little  and  as  lean  as  we  can  be." 

It  makes  me  nervous,  because  I  know  that  in  the  history  of  war- 
fare there  are  always  contingencies.  There  are  always  things  you 
do  not  think  of.  There  are  always  contingencies  out  there.  There 
are  always  threats  that  you  meet  that  you  have  not  fully  war 
gamed,  fully  understood.  That  is  just  the  nature  of  things.  I  like 
to  have  that  cushion. 

I  share  Senator  Glenn's  sentiments  that  we  would  all  feel  a  little 
more  comfortable,  I  think,  if  we  had  some  cushion.  Now,  it  is  not 
bad  to  be  lean.  It  is  not  bad  to  be  under  the  gun,  because  that 
forces  you  to  say,  "Do  we  really  need  to  do  this?  Is  there  a  better 
way  to  do  this?" 

Industry  has  to  go  through  that  all  the  time,  but  we  are  not  mak- 
ing Fords  here.  We  are  talking  about  making  weapons  that  are  im- 
portant to  our  survival  or  somebody  else's  survival.  I  start  from  the 
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standpoint  that  I  am  not  comfortable  with  where  we  are  and  would 
like  to  do  more.  ! 

The  reality  that  we  are  facing  is  that  we  are  not  going  to  get  that 
cushion.  Absent  some  development  that  we  hope  does  not  take 
place,  absent  some  engagement  or  some  conflict  or  some  threat  that 
we  do  not  now  see  on  the  horizon  actually  taking  place,  we  are  not 
going  to  get  that  response.  Then  if  we  get  it,  of  course  it  will  be 
too  late. 

I  guess  my  question  goes  to  the  issue  of:  what  can  we  best  do 
with  what  we  are  going  to  get?  It  goes  to  the  statement  that  I 
think  all  of  vou  made,  or  at  least  in  one  sense  or  another  indicated, 
stability  of  funding.  I  am  not  exactly  sure  what  we  mean  by  "stabil- 
ity of  funding." 

For  instance,  the  CBO  baseline  for  stability  of  funding  takes  us 
today  at  $270  billion  and  ramps  it  up  in  2000  over  the  next  5  years 
to  $304  billion.  That  is  CBO  baseline.  The  President's  budget  over 
that  same  period  is  $129  billion  less  than  that.  That  takes  us  at 
$272  billion  today  with  a  dip,  and  we  never  do  get  back  to  $272 
billion. 

The  Armed  Services  Committee  requested  via  a  letter,  which  we 
all  signed,  that  the  Budget  Committee  take  us  from  $270  billion  to 
$313  billion  essentially  building  in  for  inflation.  It  is  likely  that  the 
best  we  are  going  to  get  out  of  the  budget  proposal,  the  budget  pro- 
posal for  the  Senate,  the  best  we  are  going  to  get,  is  to  take  $272 
billion  and  just  keep  it  there  all  the  way  through.  The  decision  has 
not  been  made  yet.  We  are  talking  anywhere  from  about  $70  billion 
to  $130  billion  less  than  what  CBO  baseline  would  be  if  you  build 
in  some  inflation  numbers. 

I  guess  my  question  to  you  is:  what  do  you  mean  by  stable  spend- 
ing? Have  you  looked  at  those  numbers?  Can  you  do  what  you_ 
think  you  need  to  do  and  keep  us  at  this  level  where  you  say  we 
are  and  where  you  expect  to  remain  over  the  next  5  years?  Are  we 
dreaming  here?  This  is  the  reality  that  we  are  facing,  absent  a  big 
change. 

General  Sullivan.  Well,  I  think  that— and  I  think  Senator 
McCain  was  coming  back  and  Senator  Robb  on  the  questions  that 
we  were  asked  about  12  divisions  or  15  aircraft  carriers — if  it  is  a 
steady  stream  of  dollars  and  is  not  even  inflated,  in  5  years  it  is 
obviously  going  to  be  less.  You  are  going  to  be  in  a  death  spiral. 

We  will  be  up  here — people  like  us  will  be  up  here — just  walking 
that  very  thin  line  all  the  time.  I  think  the  other  services  are  say- 
ing the  same  thing.  We  are  walking  a  very  thin  line,  and  the  stable 
funding  base  is  in  fact  that.  I  would  like  to  see  close  to  $62  billion 
a  year  inflated,  but  I  do  not  think  the  money  is  there  to  do  it. 

If  it  is  not  there,  then  you  are  going  to  expect  men  like  us  to 
produce  the  best  way  we  can,  given  the  dollars  that  the  Republic 
gives  us.  That  is  what  we  are  trying  to  do.  You  have  to  move  peo- 
ple around  in  force  structure,  and  there  are  only  so  many  ways  to 
move  them  around.  In  my  case,  it  is  modernization,  manpower,  or- 
ganization, and  structure. 

Senator  McCain.  What  we  are  trying  to  get  at.  General,  if  I 
might,  and  not  to  impinge  on  Senator  Coats'  time,  is  there  is  some 
point  where  you  cannot  maintain. 

Senator  Coats.  Yes.  When  do  you  go  below  the  line? 
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Senator  McCain.  What  we  are  saying  is  can  you  give  us  some 
ball  park  figure  as  to  where  that  point  is?  We  recognize  there  are 
enormous  variables. 

General  Sullivan.  I  think  that  is  why  I  said  what  I  said  about 
2001.  It  is  \ery  hard  to  predict  that.  If  I  had  the  right  kind  of  fund- 
ing stability,  I  think  the  Army  could  hold  it  together  out  to  2001. 
But  you  have  the  costs  of  current  operations,  and  you  have  infla- 
tion; and  adds  that  costs  that  nobody  can  predict.  So,  I  think  it  is 
problematic. 

Senator  Coats.  Based  on  what  we  know  now,  though,  if  we  gave 
you  the  same  amount  of  money  for  the  next  5  years ? 

General  Sullivan.  Inflated? 

Senator  Coats.  Not  inflation-adjusted,  just  a  flat  amount. 

General  Sullivan.  I  think  if  you  gave  me  the  same  amount  of 
money  and  guaranteed  that  I  was  going  to  get  the  same  amount 
of  money,  I  could  give  you  the  Bottom-Up  Review  force  with  modest 
modernization,  and  I  would  have  to  have  the  authority  to  move 
things  around  on  the  inside.  That  is  making  some  big  assumptions 
on  the  front  end. 

Senator  Coats.  All  right.  Let  us  just  stick  with  that  question 
here  in  the  interest  of  time.  Where  would  you  go? 

Senator  McCain.  Can  I  just  say,  recognizing  that  that  is  more 
than  what  is  presently  contemplated  in  the  President's  budget. 

Senator  Coats.  A  whole  lot  more,  okay. 

General  Sullivan.  Right. 

Senator  Coats.  Fifty-seven  billion  dollars. 

Admiral  Boorda.  Let  me  go  back  just  for  a  second  to  Senator 
Robb's  question  and  Senator  McCain's  comment  about  it.  What 
does  it  really  take  to  do  the  job?  The  retired  four-stars  report  that 
A(^iral  Trost,  with  the  others,  put  out,  attempted  to  define  that 
issue.  Given  the  level  of  money  that  you  are  talking  about,  the 
force  they  identified  is  not  affordable.  Would  we  like  to  have  that 
force?  Of  course  we  would,  but  it  is  not  affordable. 

At  what  level  is  the  affordable  force  okay,  and  then  when  is  it 
not  okay  anymore?  I  focused  on  the  Bottom-Up  Review,  because 
there  "is  nothing  else  to  focus  on.  Obviously,  that  is  the  bottom  line 
and  that  is  what  I  have  been  saying.  You  have  got  to  have  a  bot- 
tom line  somewhere,  otherwise  you  are  in  free-fall.  We  picked  that 
bottom  line. 

Now,  to  get  to  the  specifics  of  your  question.  If  you  funded  a  sta- 
ble level  of  funding  that  we  could  count  on,  and  you  did  that  for- 
ever, then  we  still  would  not  have  the  right  force  in  the  Navy  be- 
cause we  have  this  huge  SCN  problem  out  beyond  the  outyears, 
just  as  our  force  gets  older  again.  We  have  to  find  some  way  to  deal 
with  that  even  if  you  do  this. 

The  second  thing  is,  how  much  flexibility  do  we  have  to  spend 
that  money  in  the  wav  that  we  think  provides  the  best  defense?  Is 
it  going  to  be  earmarked  for  various  things  that  do  not  contribute 
directly  to  the  mission  at  hand  or  that  we  need  to  trade  off  because 
we  do  not  have  enough  money  to  do  it  all?  How  you  answer  that 
question  and  how  our  administration  answers  that  question  has  a 
great  deal  to  do  with  whether  it  will  work  or  not. 

Finally,  I  would  say  that  our  ability  to  do  what  we  need  to  do 
depends  a  great  deal  on  whether  or  not  you  are  willing  to  change 
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the  rules  about  how  we  fund,  or  we  are  going  to  be  in  the  supple- 
mental business  every  year.  Right  now,  I  can  guarantee  you  that 
unless  the  world  is  perfectly  predictable  and  peaceful,  there  will  be 
a  supplemental  bill  eveiy  year  because  we  cannot  plan  for  contin- 
gencies. If  we  have  to  take  that  out  of  this  stable  funding  that  you 
are  talking  about,  it  would  be  unstable  again  and  we  could  not  get 
there  from  here. 

All  of  that  said,  would  I  rather  have  a  fixed  amount  of  dollars 
that  I  knew  I  could  count  on  and  not  do  things  like  buy  12  air- 
planes a  year  where  they  get  real  expensive,  but  rather  buy  maybe 
none  and  then  maybe  24  or  36?  You  bet  I  would.  I  think  you  would 
get  a  better  and  more  capable  defense. 

Senator  Coats.  I  guess  my  point  is  that  that  is  likely  to  be  the 
best  you  are  going  to  get.  It  is  not  what  I  like  but  that  is  likely 
to  be  the  best  you  are  going  to  get  over  the  next  5  years — the  same 
amount  of  money  you  have  today.  That  is  probably  the  best  you  are 
going  to  get. 

Admiral  Boorda.  Because  none  of  us  knows  what  inflation  is 
going  to  do,  that  is  a  declining  budget. 

Senator  Coats.  We  understand  that. 

Admiral  Boorda.  I  would  put  a  lot  of  caveats  on  sitting  here  and 
saying.  Senator,  that  is  enough  money. 

Senator  Coats.  I  am  not  arguing  for  it.  I  am  just  saying  that  is 
the  reality  of  what  we  are  dealing  with  here. 

General  Sullivan.  It  is  a  declining  base. 

General  Mundy.  It  is,  you  know,  a  fairly  fundamental  tradeoff, 
I  think.  Senator.  You  either  get  enough  money  to  buy  and  keep  the 
structure  that  you  have  modern,  or  you  bring  it  down  smaller.  If 
it  becomes  smaller,  we  cannot  execute  the  strategy  as  it  is  cur- 
rently written  to  meet  forward  presence,  to  be  able  to  provide  ro- 
bust forces. 

Fundamentally,  then  you  change  the  strategy,  and  you  say  we 
will  not  do  any  more  of  something  anymore.  That  may  be  a  prudent 
thing  to  do  5  years  out  there,  but  today  we  could  not  answer  the 
bills  with  anything  significantly  less  than  what  we  have.  The  only 
tradeoff  for  us,  and  I  think  for  probably  all  of  us  here,  is  to  reduce 
our  size  to  keep  ourselves  sharp. 

General  Fogleman.  At  the  risk  of  being  perhaps  too  explicit  on 
this,  I  am  at  the  point  in  putting  together  the  1997  POM  that  if 
I  were  to  deal  with  the  TOA  that  is  in  that  period  of  time,  1997 
through  the  year  2002,  today  that  is  in  the  President's  budget,  I 
have  to  find  somewhere  between  $3.5  billion  and  $7.8  billion  worth 
of  things  to  pay  bills  that  my  major  commands  have  come  in  and 
told  me  that  they  think  are  absolute  must  pays  and  some  things 
that  you  would  like  to  do  kinds  of  things. 

Now,  given  that  that  is  a  big  range,  but  what  I  am  talking  about 
in  there  is  we  know,  for  instance,  with  zero  fighters  being  bought 
in  1995  and  zero  fighters  being  bought  in  1996,  that  the  F-15E 
force  is  going  to  start  to  attrit  before  we  get  the  replacement  air- 
planes in  the  force.  We  know  that  the  F-16  Block  50s  and  Block 
40s  will  start  attriting  before  we  get  those  airplanes.  The  20  TAG 
Fighter  Wing  Force  will  begin  to  die  out,  at  least  as  it  is  con- 
structed today,  past  the  turn  of  the  century  without  an  investment. 
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We  signed  up  to  that  in  the  Bottom-Up  Review,  so  it  is  a  Httle 
unfair  to  come  back  now  and  throw  that  on  the  table  as  a  bill. 
Nonetheless,  that  is  included  in  these  numbers  that  I  have,  if  we 
are  ever  going  to  get  well. 

The  TSSAM  is  a  critical  weapon,  I  think,  for  our  bomber  force. 
When  we  had  that  program  canceled,  a  large  chunk  of  the  rescis- 
sions that  went  into  the  supplemental  came  out  of  the  TSSAM. 
There  was  no  money  left  in  there  to  start  the  son  of  TSSAM,  if  you 
will.  I  think  that  is  a  legitimate  amount  of  money  that  we  need  to 
have  put  back  in.  There  are  some  other  programs  like  that. 

If  you  were  to  give  us  the  $272  billion  straight  line  and  we  were 
to  get  the  requisite  fallout  from  that,  as  an  old  programmer,  as  I 
look  at  those  dollars,  I  think  I  would  be  able  to  execute  my  mod- 
ernization program,  no  growth  in  force  structure,  and  pay  some 
bills  that  I  know  are  out  there  without  having  to  go  in  and 
perturbate  other  things  right  now. 

I  think  we  need,  all  of  us,  to  go  in  there  and  be  perturbating 
other  things  to  see  what  can  we  get  out  of  the  so-called  non-defense 
funding  that  was  in  the  budget.  That  is  a  drill  that  I  think  all  of 
us  have  ongoing.  We  do  not  know  yet  what  that  mining  operation 
is  going  to  produce  for  us. 

Senator  Coats.  Well,  Mr.  Chairman,  my  time  has  expired.  I  have 
lots  of  questions,  but  I  will  just  conclude  with  a  statement  here.  I 
am  trying  to  inject  some  reality  into  the  debate.  What  I  have  out- 
lined here  is  giving  you  $57  billion  more  than  the  Administration 
has  proposed. 

The  testimony  that  we  have  had  before  the  committee  is  that  we 
can  meet  our  requirements  if  we  will  not  go  below  the  line,  if  we 
hold  to  the  administration's  budget.  Something  is  not  adding  up 
here.  We  now  have  testimony  that  if  everything  works  perfectly  we 
might  be  able  to  make  it  with  an  additional  $57  billion. 

Something  is  going  to  hit  the  fan  here  very  quickly,  and  we  are 
going  to  have  attritions  all  over  the  place.  Even  at  the  $272  billion 
flat  Tine,  we  are  going  to  have  attritions.  If  we  dip  below  that  or 
even  go  down  to  the  administration's  budget,  we  are  $57  billion 
more  in  the  hole.  I  think  all  of  you  are  going  to  be  faced  with 
stretching  out  your  programs  for  a  lot  of  years. 

We  are  going  to  be  flying  F-15s  like  we  are  flying  B-52s,  sailing 

ships  that  you  would  love  to  mothball  and  driving  tanks  that  we 

have  upgraded  maybe,  but  we  are  not  going  to  see  a  lot  of  new 

.  stuff  out  there.  I  think  that  is  the  reality,  unless  something  major 

changes.  As  I  said,  that  makes  me  awfully  nervous. 

Thank  you,  Mr.  Chairman. 

Senator  McCain.  Thank  you.  Senator  Coats. 

I  want  to  thank  the  witnesses  for  their  very  forthcoming  state- 
ments and,  I  think,  very  important  information  that  has  been  pro- 
vided to  this  committee.  I  am  fully  aware  that  you  are  keenly  ap- 
preciative of  the  fact  that  you  do  not  make  policy,  carry  out  policy. 
At  the  same  time  I  think  you  have  given  a  very  important  balance 
in  your  testimony  in  supporting  the  Administration,  yet  making 
clear  to  Congress  and  the  American  people  exactly  what  the  dif- 
ficulties you  see  in  the  future  are. 

I  am  very  pleased  with  the  testimony  we  have  today.  I  do  not  in- 
tend and  would  request  my  colleagues  not  to  press  you  further,  be- 
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cause  obviously  we  have  to  maintain  that  careful  balance.  I  think 
a  record  has  been  made  here  that  is  very  important  and  clear. 

I  also  would  suggest,  without  putting  words  into  the  mouths  of 
the  witnesses,  when  we  add  $5.5  billion  unrequested  military  con- 
struction projects  that  none  of  you  want,  it  hurts  readiness. 

When  we  earmark  funding,  as  the  witnesses  have  said  to  the 
tunes  of  billions  of  dollars,  hundreds  of  millions  of  dollars  to  uni- 
versities that  do  research  on  issues  that  have  nothing  to  do  with 
our  nation's  defenses;  when  we  set  priorities  which  are  different 
priorities  than  yours,  despite  your  testimony  as  to  what  your  prior- 
ities are,  frankly,  if  I  may  be  candid,  since  we  are  being  pretty  can- 
did here  today,  for  parochial  reasons  and  pork  barrel  reasons,  that 
obviously  changes  the  equation. 

If,  as  I  said,  I  could  give  you  $5.5  billion  tomorrow  in  addition, 
you  could  probably  make  good  use  of  it,  instead  of,  in  all  due  re- 
spect, that  which  we  earmarked  for  unrequested  military  construc- 
tion funds.  The  list  goes  on  and  on.  The  Congressional  Research 
Service  identified  to  me  $52  billion  over  the  previous  5  years,  1990 
to  1995,  $52  billion  that  was  spent  out  of  defense  appropriation 
that  had  nothing  to  do  with  defense.  We  just  went  through  the  re- 
cession package  and  identified  $6  billion  in  last  year's  defense  ap- 
propriation that  had  nothing  to  do  with  defense. 

I  do  not  expect  you  to  say  it,  but  I  think  it  is  important  to  have 
the  record  show  that  if  we  had  gotten  you  all  the  money  that  was 
supposedly  appropriated  defense  and  did  not  go  to  defense,  you 
would,  perhaps,  not  be  facing  some  of  the  tough  options  that  you 
have  today.  I  would  be  more  than  happy  to  hear  that  from  the  wit- 
nesses, and  along  those  lines. 

Would  the  witnesses  agree  that  we  will  need  another  round  of 
base  closings — starting  with  you,  General  Sullivan — sometime  in 
the  future? 

General  Sullivan.  Perhaps.  I  mean,  I  know  that  that  is  a  vague 
answer.  You  caught  me  short.  I  am  pretty  much  policing  things  up 
from  overseas.  The  big  bases  I  need  to  retain  to  maneuver  the 
force.  So,  perhaps,  I  just  don't  know  now. 

Senator  McCain.  Well,  let  me  just  say  before  I  ask  the  next  wit- 
ness, when  Greneral  Powell  came  and  testified  just  before  he  retired 
he  said,  "Look,  here  is  what  we  have  cut  the  defense  budget  by, 
and  here  is  our  support  force.  We  have  cut  the  support  force  by  15 
percent,  we  have  cut  the  defense  budget  by  40  percent."  I  do  not 
believe  that  this  round  of  base  closings  brings  us  into  that  balance. 

General  Sullivan.  The  one  that  he  defended? 

Senator  McCain.  No,  no,  he  advocated,  was  trying  to  point  out 
the  need  to  bring  in  balance  the  support  force  versus  the  cuts. 

General  Sullivan.  Agreed.  This  time,  I  went  after  where  the  dol- 
lars are  found  which  is  in  the  support  base.  By  the  way,  it  does 
not  make  everybody  over  here  universally  happy  for  us  to  cut  the 
infrastructure,  such  as  the  depots  and  so  forth.  I  think  we  are  al- 
right there;  in  fact,  I  know  we  are  in  balance.  If  it  all  comes  to  fru- 
ition, beginning  in  1998,  I  am  going  to  get  a  pretty  good  return  on 
the  dollar  to  go  to  modernization. 

Senator  McCain.  Thank  you. 
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General  Sullivan.  Senator,  I  just  do  not  know  if  in  the  next  cen- 
tury the  Army  may  want  to  close  more.  Perhaps.  But  at  this  point, 
I  would  not  want  to  commit  the  Army  to  do  that. 

Admiral  Boorda.  The  dilemma — I  know  you  know  it  very  well — 
is  that  base  closures  cost  money  in  the  early  years.  We  have  been 
really  aggressive  in  the  Navy  in  closing  things,  and  now  we  are 
paying  the  price  for  that  in  order  to  reap  the  benefits  in  the  future. 

Will  we  have  some  excess  capacity  when  we  finish  with  this?  You 
bet.  Will  we  want  to  get  rid  of  that  excess  capacity?  Yes.  I  think 
I  want  to  go  a  while  now  and  pay  for  what  we  have  already  said 
we  will  do.  To  do  any  more  in  the  near  future  would  take  mone^ 
out  of  the  very  things  we  say  we  need  to  buy.  I  think  we  have  hit 
an  affordability  ceiling  here,  where  we  ought  not  do  any  more  for 
a  while. 

General  Mundy.  We  do  not  need  to  do  it  again  in  the  near-term. 
Senator, 

General  Fogleman.  I  would  agree  with  what  has  already  been 
said. 

Senator  McCain.  All  right.  Finally,  maybe  I  could  start  back 
with  you.  General  Fogleman.  On  the  premise  that  we  stick  with, 
say,  the  $272  billion  number  for  the  next  year  or  two,  could  you 
g^ve  us  just  a  quick  burst  on  where  some  or  that  money,  if  you  re- 
ceive some  increase,  would  go?  I  know  you  are  not  requesting  it. 

General  Fogleman.  Yes,  sir.  Generally,  it  would  go  toward  two 
things,  modernization  and  sustainment  of  the  Bottom-Up  Review 
force.  I  have  already  kind  of  tipped  my  hand  in  a  couple  of  those. 
We  need  to  get  some  near  term  money,  probably  around  $20  mil- 
lion in  1996  to  start  the  son  of  TSSAM.  We  need  to  spend  some 
money  on  the  F-15E,  if  we  had  some  near  term  procurement  to 
keep  that  force  life  alive.  F-16 — the  same  thing.  In  the  advanced 
engine  business,  we  need  to  spend  some  money  there.  Those  would 
be  our  sort  of  near  term  priorities.  They  would  flow  out  through  the 
years. 

Senator  McCain.  Thank  you.  General  Mundy. 

General  Mundy.  Procurement  at  this  point,  major  systems,  that 
is,  V-22s  or  AAAVs  or  things.  Those  are  out  past;  though,  they  are 
part  of  this  bow  wave  that  is  out  there.  For  right  now,  it  would  be 
to  replace  or  to  speed  up  a  lot  of  the  smaller  programs  that  we 
have.  For  instance  the  introduction  of  SINGARs  radio  night  vision 
devices,  a  night  targeting  system,  those  sorts  of  things  that  enable 
you  to  be  more  effective. 

Then,  maintenance  of  our  real  property,  we  are  maintaining 
equipment,  but  we  are  not  maintaining  the  infrastructure  that  is 
out  there — replacing  old  buildings,  modernizing  facilities,  and  so 
on — to  the  degree  that  we  should  be. 

Admiral  BooRDA.  I  would  work  the  modernization  problem,  be- 
cause I  think  it  is  our  biggest  problem  for  future  readiness.  I  would 
buy  DDGs,  moving  that  program  in  the  near  years  and  I  would  ac- 
celerate the  LPD-17.  I  think  we  badly  need  to  do  that.  The  Com- 
mandant was  generous  when  he  said  we  worked  the  problem,  but 
we  have  really  worked  it  by  keeping  ships  in  the  Ready  Reserve 
Force  or  by  extending  older  amphibious  ships  longer  than  they 
really  should  be  extended.  I  would  bring  the  LPD-17  in  the  nearer 
years. 


55 

I  would  buy  some  more  airplanes.  I  think  we  are  not  buying 
enough  airplanes.  We  are  making  them  more  expensive  by  buying 
them  in  smaller  numbers.  You  know  that  our  rather  aggressive  air- 
plane plans  have  always  been  whittled  down  each  year  as  we  have 
lost  money.  We  have  to  stop  doing  that,  and  I  would  use  money  to 
turn  that  around. 

General  Sullivan.  Whatever  you  gave  me,  I  would  split  it  in 
half.  Half  would  go  to  modernization  and  half  would  go  to  infra- 
structure revitalization,  such  as  family  housing,  and  so  lorth.  Given 
that  what  I  did  with  the  money  I  was  given  was  pack  the  operating 
accounts,  I  would  tell  you  that  it  almost  sounds  like  your  report. 
We  packed  the  operating  accounts  and  took  risks  in  modernization 
and  infrastructure  repair.  So,  whatever  you  gave  me,  I  would  split 
it  in  half. 

Senator  McCain.  What  areas  of  modernization.  General,  would 
you  use  it  for? 

General  Sullivan.  Well,  helicopters,  trucks,  the  kinds  of  things 
General  Mundy  was  talking  about,  accelerate  the  introduction  of 
some  weapons  systems  to  get  the  unit  costs  down,  and  ammunition. 
We  need  to  get  into  the  ammunition  business  and  revitalize  that. 
It  is  not  the  big  things.  We  will  do  about  90  a  year  on  the  M1A2 
and  I  would  like  to  see  that  number  go  up. 

Senator  McCain.  Thank  you.  Senator  Glenn. 

Senator  Glenn.  Thank  you,  Mr.  Chairman. 

As  an  aside  on  this.  General  Fogleman,  you  mentioned  the  bad 
luck  you  had  last  week  in  the  Air  Force.  Do  we  know  what  hap- 
pened in  that  wreck  yet? 

General  Fogleman.  No,  sir,  we  do  not.  We  have  some  prelimi- 
nary indications,  but  I  would  prefer  to  wait  for  the  results  of  the 
safety  board  to  go.  We  do  know  that  it  is  not  a  systemic  problem 
with  the  airplane  at  least  at  this  point. 

Senator  Glenn.  Okay.  The  Accident  Board  is  still  on  it? 

General  Fogleman.  Oh,  yes,  sir.  It  is  still  working  on  it. 

Senator  Glenn.  Okay.  Thank  you. 

Back  to  the  here  and  now.  We  are  all  talking  about  the  future 
and  future  budgeting  of  all  of  this  stuff,  here  and  now,  depot  main- 
tenance. We  have  had  big  problems  in  depot  maintenance.  Every 
one  of  the  services'  testimony  we  had  last  year  was,  "Of  course,  we 
are  getting  worse  instead  of  better."  Has  that  been  reversed?  What 
is  your  status?  How  much  equipment  depot  maintenance  is  now 
being  deferred?  What  percentage  of  it  are  you  funding?  We  can  talk 
about  future  weapons  systems,  but  we  also  have  to  maintain  what 
we  have  right  now,  or  we  are  getting  weaker  and  weaker  instead 
of  better  and  better.  Who  wants  to  start  out? 

General  Sullivan.  Depot  maintenance  is  getting  better,  Senator. 
In  1995,  my  funding  profile  was  90  percent,  and  I  am  declining  in 
1996.  In  1996,  it  will  go  down  to  80  percent;  in  1997,  it  will  be  72 
percent.  We  are  working  the  action.  As  I  say,  that  is  where  I  would 
put  the  money.  If  I  were  given  more  money,  it  would  go  into  depot 
maintenance  and  that  kind  of  stuff. 

Senator  Glenn.  It  is  one  thing  to  say  that  we  are  only  funding 
so  much,  but  then  you  have  got  to  match  that  against  what  percent 
of  your  equipment  comes  up  for  depot  maintenance  on  what  kind 
of  schedule.  It  sounds  awful  to  say  that  we  are  cutting  20  percent 
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of  depot  maintenance.  As  an  example  of  tanks,  how  often  do  tanks 
come  up  for  depot  overhaul? 

General  Sullivan.  Well,  we  are  bringing  a  lot  of  equipment  back 
from  Germany  that  is  just  in  a  queue  right  now  to  be  revitalized 
to  give  to  the  Guard  and  Reserve;  trucks,  and  so  forth  that  were 
in  war  reserve  for  the  war  which,  thankfully,  we  did  not  have  to 
fight.  We  are  now  using  that  equipment  to  modernize  the  Guard 
and  Reserve.  There  is  a  lot  out  there  that  is  in  that  queue;  I  mean, 
we  do  not  have  any  lack  of  equipment  waiting  for  depot  mainte- 
nance. 

Ordinarily,  Abrams  tanks  are  inspected  and  rebuilt  as  needed. 
Although  tnis  tank  is  not  particularly  old,  we  are  revitalizing  it 
through  an  extension  upgrade  program. 

Senator  Glenn.  Where  do  you  stand  on  it? 

General  MUNDY.  Let  me  stay  in  the  near  years,  because  I  think 
those  are  the  important  years — this  year,  next  year,  and  the  year 
beyond.  In  the  budget  before  you  right  now,  we  funded  93  percent 
of  ship  depot  maintenance.  That  is  a  pretty  good  historical  average 
for  us,  somewhere  between  90  and  97  percent  is  the  biggest  year 
I  can  think  of.  Then,  we  work  within  those  limits  to  go  ahead  and 
do  what  we  need  to  do. 

With  aircraft.  Senator,  we  have  funded  for  a  backlog,  a  mainte- 
nance backlog,  of  100  airframes  and  250  engines.  That  is  really  an 
efficiency  consideration.  We  want  to  have  a  smooth  flow  into  the 
pipeline.  We  would  buy  that  down  some  if  we  had  more  money,  but 
we  would  not  buy  it  to  zero.  I  think  those  are  healthy  postures.  We 
do  need  some  money  in  the  outyears.  I  will  be  glad  to  provide  you 
that  for  the  record. 

As  General  Fogleman  mentioned  a  minute  ago,  as  we  program 
for  1997  in  the  outyears,  we  look  at  moving  money  around  to  solve 
that  balance.  Right  now,  I  can  tell  you  to  be  very  specific. 

In  1995  we  are  doing  97  percent  of  what  we  think  would  be  the 
maximum  we  would  want  to  do,  and  we  are  funded  for  93  percent 
in  1996.  The  budget  that  we  are  starting  work  on  now  for  1997  is 
93  percent.  Those  numbers  are  all  right.  They  are  not  making  me 
jump  up  and  down  and  say,  "It  is  wonderful,"  but  they  are  not 
causing  me  great  concern,  either. 

Senator  Glenn.  Okay.  I  think  for  you  and  General  Sullivan,  also, 
that  is  a  considerable  step  up  from  where  we  were  a  couple  of  years 
ago.  Right? 

General  Sullivan.  Yes.  I  was  down  in  1993  to  64  percent,  and 
1994  was  56  percent.  So,  I  have  ramped  it  up. 

Admiral  BOORDA.  I  am  sorry. 

General  Sullivan.  Go  ahead. 

Admiral  Boorda.  Every  year  we  tend  to  try  to  get  around  93  per- 
cent, and  I  think  that  is  historical  for  us. 

Senator  Glenn.  General  Mundy. 

General  Mundy.  On  the  ground  maintenance  side,  we  do  it  a  lit- 
tle differently.  Senator,  we  operate  on  a  basis  of  inspect  and  repair 
only  as  necessary  to  return  usable  equipment  that  is  needed  now 
back  into  the  operating  forces.  On  a  given  day,  if  you  go  down  to 
one  of  the  Marine  Corps  Logistics  bases,  you  would  find  a  lot  full 
of  trucks  that  are  lean  in  one  way  or  another,  broken  axles  or 
things,  because  we  can  manage  that  efficiently. 
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Now,  we  have  built  up  too  much  of  a  backlog  after  the  desert 
war.  We  are  buying  that  down,  because  that  is  readiness.  That  is 
one  of  the  areas  in  which  we  have  plowed  money.  In  1998  we  will 
have  come  down  to  a  level  that  we  consider  to  be  a  backlog  that 
you  want  to  have,  because  you  can  keep  your  operations  efficient 
that  way,  by  being  able  to  have  equipment  always  ready  to  put  on 
the  line.  We  are  managing  that  down,  and  that  is  a  part  of  our 
readiness  investment. 

Senator  Glenn.  Greneral  Fogleman. 

General  Fogleman.  Senator,  we  are  funded  in  this  particular 
year  at  about  87  percent.  Next  year,  in  the  1996  budget,  we  are 
funded  at  about  91  percent.  That  is  going  to  give  us  an  imfunded 
level  of  about  $145  million  as  we  calculate  it  now. 

In  1997  we  are  at  about  90  percent  on  the  funding,  so  there  will 
be  a  slight  growth  up  around  $160  to  $170  million.  Then,  quite 
frankly,  in  1998,  1999,  and  the  year  2000  we  have  come  down  a 
little  bit,  and  so  we  are  going  to  see  our  backlog  spike  in  1998  un- 
less we  adjust  some  dollars.  As  Admiral  Boorda  says,  those  are  the 
kinds  of  things  we  are  looking  at. 

What  that  means  for  me,  is  that  this  year  we  will  probably  roll 
about  15  to  20  aircraft  over  into  next  year.  We  will  probably  be 
rolling  somewhere  between  30  and  40  engines  over  into  next  year. 
Now,  the  thing  that  helped  us  was  the  draw  down.  As  we  drew 
down  some  of  our  force  structure,  things  like  the  F-111,  very  pain- 
ful to  take  them  out,  but  as  you  took  them  out,  you  took  a  big  depot 
load  away.  I  think  that  helped  all  of  us. 

Senator  Glenn.  This  level  budgeting,  we  talked  about  a  little 
while  ago — this  committee  has  tried  to  do  biennial  budgeting,  but 
of  course  the  appropriators  have  different  ideas  sometimes.  I  would 
like  to  see  us  go  to  at  least  biennial  budgeting  around  here.  I  pre- 
sume you  all  would  favor  something  like  that,  any  step,  even  if  it 
is  only  to  2-year  planning  would  be  the  1  year  thing  we  go  on  now. 

Let  me  ask  this,  I  would  like  to  know  when  you  were  first 
charged  with  putting  forward  your  budget  to  DOD,  and  you  put  in 
your  budget  trying  to  carry  out  your  responsibilities.  I  would  like 
for  each  one  of  you  to  tell  me  how  much  you  requested  in  your 
original  request  to  do  your  job  and  when  that  was  submitted  to 
DOD  before  the  budgets  were  massaged  down  to  hit  other  budget 
figures. 

General  Fogleman,  what  was  your  figure  that  you  requested  and 
what  did  you  wind  up  with? 

General  Fogleman.  Sir,  I  do  not  have  the  specific  number  I  re- 
quested, but  I  can  tell  you  the  delta.  It  was  not  quite  that  smooth. 
As  you  know,  we  sort  of  get  issued  fiscal  guidance.  We  are  told  to 
come  in  and  build  a  program  within  that.  Over  time,  the  real  re- 
quirement gets  washed  away.  When  we  went  in  with  our  POM  year 
at  a  budget  level,  that  was  in  the  $61  billion  level,  pure  Air  Force 
money.  Before  that  was  all  over,  we  ended  up  losing  about  $800 
million  from  what  we  built  our  program  around. 

Senator  Glenn.  From  the  original  request,  now,  the  original  fig- 
ures? What  I  am  trying  to  get  at  is  what  you  really,  honestly 
thought  you  needed  to  do  your  job  originally,  and  then  what  you 
wound  up  with. 
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General  FoGLEMAN.  You  all  may  be  able  to  answer  that  better 
than  me.  Basically,  sir,  what  we  start  out  with  is  the  MAJCOMs. 
We  build  what  we  think  we  need,  and  that  may  be  unrealistic. 
Given  fiscal  guidance,  it  may  be  $68  billion.  We  are  told,  "Build  a 
program  for  $61  billion,"  You  go  build  that;  you  make  tradeoffs. 
That  really  becomes  our  initial  submit  to  OSD  in  the  form  of  a 
POM  and  then  as  it  goes  through  the  process.  At  the  end  of  this 
drill,  as  I  say,  I  ended  up  about  ^800  million  below  what  I  submit- 
ted as  POM. 

Senator  Glenn.  I  know  this  is  not  quite  as  clear  a  process  as  I 
am  making  it  out  to  be  here,  but  I  am  trying  to  get  an  idea  of  how 
much  you  were  cut.  We  are  trying  to  help  you.  You  had  an  idea 
of  how  much  you  needed  to  do  the  job  you  are  charged  with  doing. 

What  I  am  trying  to  get  at  is:  how  much  was  it  cut  from  your 
original  request,  if  there  is  such  a  thing,  and  if  any  of  you  nave 
your  original  first  request,  you  put  it  together,  and  then  the  Penta- 
gon said,  "Oh,  mv  God,  we  can't  do  that,"  and  so  you  got  whacked 
all  back  and  all  the  negotiating  went  on? 

If  you  can  give  me  those  figures,  I  would  like  to  have  them.  We 
are  charged  with  asking  you  that  here,  and  I  know  that  you  are 
charged  with  giving  us  an  answer,  if  you  have  it.  Greneral  Mundy. 

General  Mundy.  I  think  mine  is  perhaps  smaller  and  perhaps 
less 

Senator  Glenn.  Whatever  it  may  do  to  your  superior  at  the  Pen- 
tagon, we  need  the  figures. 

General  Mundy.  No,  I  do  not  think  it  does.  Senator.  As  Ron  has 
characterized  for  you,  we  are  given  guidance  and  told  to  come  in 
at  that  level,  and  that  is  an  annual  event  that  occurs.  But,  the  re- 
quirements to  fund — let  me  think  of  a  term — robustly,  healthily, 
whatever  you  want,  it  would  take  the  direct  funding  that  comes  to 
the  Marine  Corps.  It  would  be  about  $10.2  billion  in  the  1996  budg- 
et. 

We  scrubbed  that  down  as  hard  as  we  could,  and  came  to  a  level 
that  I  think  was  $9.5  billion.  That  will  be  within  $100  million,  I 
think.  We  are  funded  at  about  $8.7  billion.  We  are  about,  on  aver- 
age, across  the  program  before  us,  about  $800  million  a  year  under- 
funded. Total  that  up  to  $2.5  billion  or  a  little  bit  better  than  $2.5 
billion  across  the  program  below  our  minimum  essential  require- 
ments. Add  another  $1.5  billion,  if  we  went  to  the  healthy  or  robust 
or — ^you  know. 

Senator  McCain.  Yes. 

Admiral  BooRDA.  I  will  give  you  the  actual  numbers  for  the 
record.  Let  me  say  that  we  had  a  lot  of  movement  between  our  re- 
quests this  year  from  the  time  we  started  the  1996  budget  process 
until  the  final  budget  that  you  have  presented  insofar  as  products. 
The  Nuclear  Posture  Review  was  done  during  that  time,  and  that 
added  a  pretty  healthy  bill  for  the  Navy  to  pay  within  its  own  re- 
sources. V-22,  I  know  we  are  all  happy  about  the  V-22.  We  are 
buying  some  of  those  aircraft  for  the  SOF  forces.  We  are  paying  a 
large  portion  of  our  budget  for  sealift,  which  is  good;  that  is  one 
of  our  missions.  Those  things  are  changing,  so  I  think  we  will  find 
that  between  our  1996  request  and  the  actual  budget  dollars  there 
is  very  little  movement,  very  little  at  all.  On  the  other  hand,  there 
are  a  lot  of  products  we  are  paying  for  by  the  end  of  that  process 
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that  we  did  not  anticipate  in  the  beginning.  If  you  think  about  it 
as  pure-blue-suit  Navy  money,  the  number  went  down.  I  will  pro- 
vide you  with  all  of  that. 

Let  me  say  that  a  very  careful  scrub  across  the  whole  FYDP,  to 
use  numbers  similar  to  the  ones  that  General  Mundy  just  used, 
tells  us  that  to  fully  fund  everything  that  we  are  tasked  to  do  we 
need  about  $7.2  billion  across  the  FYDP.  That  is  a  moving  target, 
Senator,  as  the  Secretary's  Fiscal  Guidance  moves  around. 

Senator  Glenn.  Yes.  Well,  I  realize  that. 

General  Sullivan.  I  will  give  you  the  exact  numbers.  Senator, 
but  1995  is  a  good  baseline  for  the  Army.  I  think  right  off  the  top 
of  my  head  that  looks  like  about  $62  billion.  That  goes  to  the  ques- 
tion Senator  Coats  was  asking.  I  will  get  you  the  exact  numbers 
on  it. 

Senator  Glenn.  All  right. 

General  Sullivan.  As  I  told  you  for  1996,  what  I  did  was  shorten 
modernization.  This  conscious  decision  shortened  modernization 
and  infrastructure  revitalization  and  we  packed  the  operating  ac- 
count, so  that  near-term  readiness  would  stay  up.  I  will  give  you 
the  exact  numbers. 

[The  information  follows:] 

Fiscal  Year  1996  Budget  Process  Cuts 

The  fiscal  year  1996  President's  budget  reflects  the  Army's  request  for  $59.5  bil- 
lion. The  Army  has  prioritized  fiscal  year  1996  shortfalls  totaling  $3,211  million  for 
requirements  we  deem  critical  for  improving  annual  modernization  and  infrastruc- 
ture revitalization. 

The  1st  Billion 
MODERNIZATION— $501  million 

Ammunition — $156  million  (Ammo  $149  million,  Multiple  Launch  Rocket  Sys- 
tem $5  million,  JAVELIN  $2  million) 

Mobility  Improvements — $254  million  (Family  of  Medium  Tactical  Vehicles 
$110  million,  Family  of  Heavy  Tactical  Vehicles  $130  million,  UH60L 
Blackhawk  $14  million) 

Small  Arms — $45  million  (Medium  Machine  Gun  $12  million,  M16A2  Rifle  + 
M4  Carbine  +  MK19  40mm  Auto  Grenade  Launcher  $33  million) 

Command,  Control,  Communication,  Computers,  and  Intelligence  (C'*I) — $46 
million  (Force  XXI  $38  million.  Integrated  System  Control  (ISYSCON)  $8  mil- 
lion) 
INFRASTRUCTURE  REVITALIZATION— $425  million 
Barracks  Revitalization — $105  million 
Family  Housing  Construction — $125  million 
Real  Property  Maintenance — $195  million 
OPERATIONS  &  MAINTENANCE— $75  million 
Reserve  Component  Readiness — $75  million 

The  2nd  BUlion 
MODERNIZATION— $511  million 

Ammunition — $245  million  (Ammunition  Logistics  Program  $3  million,  AVENG- 
ER $242  million) 

Mobility  Improvements — $227  million  (Family  of  Medium  Tactical  Vehicles-II 
$133  million,  High  Mobility  Multipurpose  Wheeled  Vehicle  (HMMWV)  $24  mil- 
lion, UH60L  Blackhawk  $70  million) 

0*1— $30  million  (Army  Data  Distribution  System  (ADDS)  $19  million,  Anti 
Air  Command  and  Control  System  (A2C2S)  $11  million) 

Deep  Strike  Weapons/Sensors— $9  million  (FIREFINDER  $1  million,  PAL- 
ADIN $4  million.  Improved  Launcher  Mechanical  System  (ILMS)  $4  million) 
ESfFRASTRUCTURE  REVITALIZATION— $258  million 
Real  Property  Maintenance — $203  million 
Family  Housing  Construction — $55  million 
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The  3rd  Billion 
MODERNIZATION— $1,099  million 

Ammunition/Munitions — $383  million  (Ammunition  $50  million,  STINGER  II 
$11  million,  JAVELIN  $177  million,  HELLFIRE  II  $70  million.  Volcano  $75 
million) 

Mobility  Improvements— $187  million  (HMMWV  $26  million.  Improved  Re- 
covery Vehicle  (IRV)  $35  million,  M9  Armored  Combat  Earthmover  (ACE)  $23 
million,  DEUCE  $3  million,  Family  of  Medium  Tactical  Vehicles-Ill  $100  mil- 
lion) 

C*I — $62  million  (SBIS  $39  million.  Forward  Air  Defense  Command  and 
Control  $6  million.  Command  and  Control  Vehicle  $3  million,  TENCAP  $3  mil- 
lion, GCCS  $4  million,  Maneuver  Control  System  $4  million.  Light  Forward 
Entry  Device  $1  million,  All  Source  Analysis  System  $2  million) 

Deep  Strike  Weapons/Sensors — $45  million  (Army  Tactical  Missile  System/ 
Brilliant  Anti-Armor  Submunition  $18  million.  Guardrail  Common  Sensor  $16 
million,  Army  Tactical  Missile  System  P3I  $7  million,  PALADIN  $4  million) 

Combat  Support  System— $73  million  (TMDE  $18  million.  Integrated  Family 
of  Test  Equipment  $35  million,  BSFV-E  $9  million,  FAASV  $11  million) 

Simulators/Training  Devices — $16  million  (CATT  $3  million,  Joint  Readiness 
Training  Center  Live  Fire  $1  million,  DIS  $1  million,  Opposing  Forces  Surro- 
gate Vehicle  $11  million) 

Long  Haul  Communications— $56  million  (STACOMP  $22  million,  TROJAN 
SPIRIT  II  $2  million,  STAMIS  Tactical  Communications  $12  million,  MACOM 
ADP  $20  million) 

Accelerate  Key  Warfighting  Systems— $277  million  (COMANCHE  $174  mil- 
lion, CH-47D  $2  million.  Science  and  Technology  real  growth  $101  million) 
OPERATIONS  &  MAINTENANCE— $98  million 

Depot  Maintenance — $66  million 

Strategic  Mobility — $11  million 
Title  XI— $21  million 

Senator  Glenn.  My  time  is  more  than  up.  Senator  Robb. 

Senator  Robb.  Thank  you,  Senator  Glenn. 

Let  me  just  ask  a  couple  of  quick  questions  that  are  more  specific 
to  each  one.  General  Sullivan,  in  Somalia  we  had  some  casualties, 
I  think  18.  We  got  mixed  up  with  what  at  least  was  perceived  to 
be  an  operation  to  go  after  a  warlord,  and  there  were  command 
communications  difficulties  in  that. 

I  know  there  has  been  a  study  and  a  report  by  Colonel  Allad  or 
Allard? — I  think  it  is,  or  whatever  the  case  may  be.  Have  most  of 
the  command  control  communications  problems  that  were  pin- 
pointed in  that  particular  operation  been  resolved  at  this  point  to 
your  satisfaction? 

General  Sullivan.  Senator,  I  have  not  read  whatever  it  is  that 
he  wrote.  As  a  matter  of  fact,  I  only  heard  about  it  yesterday.  So 
I  do  not  want  to  comment  on  the  specifics  of  what  he  said.  To  the 
best  of  my  knowledge,  though,  that  has  been  cleaned  up. 

Senator  RoBB.  Admiral  Boorda,  another  contemporary  item.  I 
think  it  was  yesterday  that  the  first,  what  I  guess  was  something 
close  to  what  we  used  to  call  a  CPX  but  referred  to  as  "first  joint 
exercise  for  U.S.A.  Command,"  using  simulation  and  computers 
and  what  have  you.  I  am  just  curious  how  well  you  think  that 
worked,  based  on  particularly  the  Navy  units  that  were  involved? 

Admiral  BooRDA.  We  are  moving  ahead.  It  is  an  area  that  all  of 
the  services  are  working  on,  and  we  are  working  on  them  in  a  joint 
way.  I  will  give  you  a  good  example  that  will  take  one  minute  of 
the  kinds  of  things  that  you  can  do  that  are  useful  to  do. 

We  have  the  majority  of  our  mine  countermeasure  ships  in 
Ingleside,  Texas.  We  do  not  have  a  lot  of  fieet  exercises  in  the  Gulf 
of  Mexico.  They  happen  in  the  Atlantic,  and  they  happen  in  the  Pa- 
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cific.  We  just  did  an  exercise,  really  part  of  this  whole  thing  you 
are  talking  about,  on  the  west  coast  where  the  mine  counter- 
measure  snips  actually  went  to  sea,  did  their  work  in  the  Gulf  of 
Mexico,  and  we  superimposed  that  in  everybody's  systems  on  the 
exercise  taking  place  off  the  west  coast  of  the  United  States. 

Everybody  got  the  sea  training  they  needed,  the  staffs  got 
trained  in  coordinating  and  commanding  and  controlling,  while  we 
eliminated  all  of  that  transit  time,  all  that  money,  and  all  that 
time  away  from  home  for  an  awful  lot  of  people.  I  think  that  is  a 
good  way  to  do  business^  L  think  there  is  more  we  can  do  here,  and 
I  think  we  all  have  money,  reasonable  amounts  of  money,  in  the 
programs  to  continue  that  kind  of  progress. 

Senator  Robb.  Are  there  significant  savings  in  that  which  we  can 
look  at  down  the  road?  I  guess  the  corollary  question  is:  do  we  fail 
to  test  our  lift  capability  at  that  point  ana  start  making  assump- 
tions that  we  may  regret  at  our  leisure  with  respect  to  the  logistics 
that  are  not  actually  tested  in  that  kind  of  an  operation? 

Admiral  BOORDA.  We  need  to  be  very  careful  that  we  do  not  as- 
sume more  from  any  kind  of  exercise  than  the  exercise  really  tells 
you.  For  example,  let  us  go  back  to  this  very  example  I  used  of 
these  mine  countermeasure  ships.  It  did  not  tell  us  that  they  could 
get  to  where  they  need  to  go  on  time.  It  did  not  tell  us  whether 
or  not  they  have  the  reliability  to  get  there.  It  did  not  tell  us  a 
whole  lot  of  things. 

What  it  did  tell  us  is  that  we  can  put  forces  together;  they  can 
operate  in  a  synergistic  way  without  actually  being  physically 
there,  and  we  can  train  that  way.  We  should  not  assume  more  from 
any  of  this  than  is  really  there. 

By  the  same  token,  in  order  for  commanders  to  learn  how  to  com- 
mand and  control  things  and  practice  that,  they  do  not  always  need 
the  real  forces.  We  can  save  some  money.  I  think  it  is  important 
not  to  get  too  enthusiastic  about  anything,  but  rather  to  look  at  it 
in  a  very  careful  and  structured  way  and  say,  "What  did  that  really 
tell  me,  and  what  do  I  still  need  to  know?" 

Senator  Robb.  Thank  you.  Admiral. 

General  Mundy,  it  seems  to  me  about  2  years  ago  the  Joint 
Chiefs  made  available  for  this  committee  demonstration  of  some  of 
the  simulation  that  was  taking  place.  I  remember  testing  them.  In 
particular,  as  a  former  rifleman  or  an  infantryman,  I  was  surprised 
at  the  degree  of  realism  that  had  been  achieved  in  simulated  firing 
of  M-16  or  whatever  else  for  annual  requalification.  Are  we  actu- 
ally using  this  in  any  significant  way  at  this  point? 

Could  someone  pick  up  their  requalification  badge  based  on  a 
simulated  exercise  where  the  spotters  in  your  target  are  based  on 
the  line-up  electronically  and  you  get  a  little  bit  of  a  kickback  that 
simulates  actual  live  firing?  Are  we  actually  using  that  for 
requalification  anyplace?  And  could  commanders  who  are  depend- 
ing upon  somebody  that  knows  how  to  hold  them  and  squeeze  them 
have  confidence  that  they  had  comparable  training? 

General  Mundy.  Senator,  we  use  that  sort  of  thing  a  lot  right 
now.  We  have  some  of  the  squad  marksmanship  trainers  in  the 
budget  for  procurement,  and  we  are  using  them. 

If  you  go  to  Paris  Island  or  if  you  go  out  to  Matthews  Range  at 
Camp  Pendleton,  where  we  train  recruits,  for  example,  you  will 
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find  that  they  are,  as  we  used  to  know,  "snapping  in."  We  still  do 
snapping  in  for  position  and  what  not.  You  will  find,  then,  that 
their  initial  firing  is  on  these  types  of  simulated  trainers.  That  does 
give  them  the  ability,  the  field,  the  spotting  and  so  on. 

We  still  qualify  them  with  live  rounds,  because  there  really  is  no 
substitute  over  knowing  that  you  have  a  rifle  that  is  loaded  with 
live  ammunition  and  shooting  that  down  range.  I  do  not  know  that 
we  could  get  to  a  point,  I  think  as  far  as  your  hypothesis,  where 
you  could  qualify  on  those. 

We  could  certainly  measure  the  accuracy  of  your  aim  fire,  but  not 
with  wind  adjustments,  dust,  fog,  bright  sunlight  or  low  sunlight 
or  a  bug  crawling  down  your  nose — things  like  that  that  you  cannot 
simulate  in  the  trainer,  that  you  would  want  to  be  able  to  continue 
to  do  in  live  training.  Very  useful  and  send  more  our  way.  [Laugh- 
ter. 1 

Senator  Robb.  One  other  quick  question.  Theater  ballistic  missile 
defense  in  terms  of  an  amphibious  assault  or  whatever — do  vou  see 
situations  in  the  future  where  the  need  to  be  able  to  respond,  imme- 
diately would  be  so  compelling  that  we  might  have  to  make  signifi- 
cant alterations?  In  that  capacity,  how  important  would  shipped- 
based  theater-ballistic  missile  defense  be? 

General  Mundy.  Well,  I  think,  as  Admiral  Boorda  made  the 
point,  ship-based,  that  being  one  element  of  an  overall  umbrella  of 
TBMD  that  we  need,  is  very  critical  to  the  future  not  only  for  an 
amphibious  operation,  certainly  that,  but  for,  as  he  mentioned,  sea- 
ports aerial  ports  of  entry  and  those  sorts  of  things  as  well. 

All  of  those  are  subject  to  ballistic  missiles.  We  must  have  the 
ability  to  go  there  and  provide  an  umbrella  under  which  to  intro- 
duce forces.  The  capabilities  that  the  Navy  is  working  on  with  the 
Aegis  and  that  sort  of  thing  will  provide  that,  some  initial  entry. 

We  need  the  totality  of  the  Army,  the  Corps  SAM  system  that 
they  are  looking  at.  We  have  used  the  TPS-59  radar,  that  is  an  air 
control  radar,  to  be  able  to  cue  Hawk  Missiles  onto  ballistic  mis- 
siles. I  think  we  are  all  working  generally  toward  a  joint  system, 
but  a  very  critical  need  for  the  future. 

Senator  Robb.  Thank  you,  General. 

General  Fogleman — on  the  C-17 — it  has  demonstrated  an  ability 
to  put  the  gear  where  we  need  it,  but  it  is  expensive.  Are  there 
ways  along  the  lines  of  our  change  moving  away  from,  say,  the 
Seawolf  to  the  new  attack  submarine,  where  we  took  something 
that  was  smaller  and  a  little  less  expensive?  Are  there  ways  that 
we  could  reduce  the  cost  without  adversely  impacting  mission  effec- 
tiveness or  availability  with  the  C-17  at  this  point  in  terms  of  mov- 
ing the  gear? 

General  Fogleman.  I  think,  Senator,  that  this  is  one  of  those 
areas  that  the  best  way  to  do  that  is  through  stability  of  funding. 
I  will  give  you  an  example.  We  have  spent  roughly  $20  billion  on 
the  C-17  program,  and  we  have  agreed  to  a  program  of  40  air- 
planes. You  know,  simple  math  says  that  it  costs  half  a  billion  dol- 
lars a  copy.  That  $20  billion  represents  15  years  of  a  drug  out,  not 
well-managed  progpram  either  by  the  Air  Force  or  by  McDonnell- 
Douglas. 

I  would  credit  the  turnaround  of  this  program  primarily  to  Dr. 
Deutch  and  to  the  Scientific  Advisory  Board.  We  just  took  delivery 


63 

of  the  19th  airplane.  The  last  seven  of  those  aircraft  have  been  de- 
livered on  time  or  early.  We  are  getting  them  very  clean  from  a 
quality  control  perspective.  As  a  result  of  the  work  of  that  Defense 
Science  Board,  the  should-cost  estimate  on  the  aircraft  between  40 
and  120  is  $212  million  dollars  a  copy. 

When  you  start  to  look  at  what  you  get  in  terms  of  capability, 
$212  million  a  copy  is  pretty  comparable  to  what  you  would  get  out 
of  a  747,  a  restarted  C-5  line  or  whatever.  In  terms  of  going  in  and 
doing  something  to  the  aircraft,  at  this  point  it  would  probably  cost 
you  more  rather  than  less.  It  is  more  important  I  think  that  we 
make  the  decision  on  how  many  we  are  going  to  buy,  and  then  we 
have  the  stability.  I  think  that  is  the  best  way  to  drive  the  cost 
down,  sir. 

Senator  Robb,  What  I  was  getting  at,  I  think  you  answered  it  in 
the  latter  part,  is  whether  or  not  looking  at  just  the  flyaway  cost, 
not  at  the  amortization  over  a  long  period  of  time,  there  was  some- 
thing we  could  do  to  diminish  the  specs,  if  you  will,  but  not  what 
we  really  need  at  this  point,  so  that  we  could  get  more  bang  for 
the  buck.  I  think  your  answer  is  that  we  need  to  stick  to  what  we 
have  now.  We  have  the  cost  incurred,  and  let  us  turn  them  out  in 
terms  of  whatever  production  schedule  we  can  come  up  with. 

General  Fogleman.  Yes,  sir. 

Senator  Robb.  Thank  you,  Greneral. 

My  time  is  up.  Thank  you,  Mr.  Chairman. 

Senator  McCain.  Senator  Glenn. 

Senator  Glenn.  Thank  you,  Mr.  Chairman.  Just  one  thing,  I 
think  I  have  given  you  gentlemen  before,  each  one  of  you  maybe, 
the  copy  of  this  thing  on  defense  spending  over  the  last  100  years 
or  so.  If  I  have  not,  I  will  give  you  a  copy  of  it.  It  is  almost  uncanny 
in  that  we  have  been  on  a  17-year  defense  funding  cycle  since  the 
Spanish- American  War  days  when  measured  as  a  percent  of  GNP. 
The  theoretical  17-year  cycle  is  the  dotted  line.  What  actually  hap- 
pened in  defense  spending,  is  the  other  line.  This  goes  clear  back 
over  100  years.  The  only  place  where  the  cycle  is  off"  by  a  few  years 
is  World  War  II,  as  you  can  see  in  the  middle  of  that  chart.  We 
have  gone  almost  exactly  7  years  to  build  up,  10  years  to  tear 
down,  and  to  start  all  over  again,  7  years  to  build  up.  I  do  not  want 
to  think  that  we  are  getting  into  any  more  emergencies  now,  and 
do  not  want  to  borrow  trouble,  but  I  would  indicate  we  are  at  the 
bottom  of  the  trough  right  now,  if  you  followed  this  cycle.  I  do  not 
know  where  the  next  emergency  will  come  from,  but  I  think  that 
is  almost  uncanny  the  way  this  thing  hits  a  17-year  cycle  up  and 
down  since  the  Spanish-American  War  days,  and  I  do  not  expect 
any  comments  from  anybody,  unless  you  want  to  make  them.  I 
have  showed  this  to  the  chairman  many  times. 

Senator  McCain.  Especially,  since  Senator  Glenn  fought  in  it. 
[Laughter.] 

Senator  Glenn.  Almost  true,  not  quite.  The  only  other  thing  I 
would  say  is,  Greneral  Sullivan,  you  said  you  had  a  full  head  of  hair 
when  you  arrived  at  the  Pentagon,  and  look  what  has  happened. 
I  had  long,  curly  locks  clear  down  to  my  shoulders  when  I  got  to 
the  Senate.  [Laughter.] 
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General  MuNDY.  Senator,  I  want  to  take  exception.  I  was  there 
when  he  arrived  at  the  Pentagon,  and  it  was  just  like  that.  [Laugh- 
ter.] 

General  Sullivan.  I  felt  a  lot  younger,  though. 

Senator  McCain.  I  would  like  to  express  my  deep  and  sincere 
gratitude  for  your  presence  here  this  morning.  I  am  aware  of  how 
busy  you  are  and  the  constraints  and  demands  on  your  time.  I 
would  point  out  that  your  testimony  this  morning  is  very  impor- 
tant, given  the  fact  that  within  a  week  we  will  be  taking  up  the 
budget.  What  you  have  given  us  this  morning,  I  think,  will  be  very 
important  in  our  knowledge  and  our  ability  to  address  the  inevi- 
table amendments  to  the  budget.  Again,  thank  you  all  for  coming. 
This  hearing  is  adjourned. 

[Additional  statement  submitted  for  the  record  follows:] 

Prepared  Statement  by  Chief  Master  Sergeant  James  D.  Staton,  USAF  (Ret.), 
Executive  Director,  Air  Force  Sergeants  Association 

military  family  housing 

Mister  Chairmen  and  distinguished  members  of  both  committees,  I  welcome  this 
opportunity  to  express  the  thoughts  of  the  160,000  members  of  the  Air  Force  Ser- 
geants Association  (AFSA).  AFSA  represents  the  millions  of  active  duty  and  veteran 
enlisted  Air  Force,  Air  Force  Reserve  and  Air  National  Guard  members,  and  their 
families.  The  housing  decisions  you  will  be  making  are  very  important  to  enlisted 
airmen,  soldiers,  sailors  and  marines  who  depend  on  military  housing  and  benefits 
to  supplement  their  income  and  ensure  a  acceptable  standard  of  living. 

Despite  the  critical  nature  of  their  missions  and  parallel  family  needs,  enlisted 
pay  and  housing  allowances  are  set  considerably  behind  those  of  commissioned  offi- 
cers. Additionafly,  due  to  low  pay  and  allowances,  enlisted  members  are  far  less 
likely  to  be  able  to  invest  in  the  housing  of  the  local  conrmiunity.  Consequently,  en- 
listed individuals  and  families  are  far  more  likely  to  reside  on-base.  It  is  no  sur- 
prise, then,  that  there  is  a  direct  correlation  between  enlisted  living  accommodations 
and  their  quality  of  life.  As  such,  AFSA  maintains  that  it  is  critically  important  to 
ensure  the  condition  of  these  living  facilities. 

The  special  needs  of  today's  volunteer  Air  Force  dictates  the  recently  renewed  em- 
phasis on  "quality-of-life  issues."  The  married  service  member  is  no  longer  the  ex- 
ception. Of  the  over  300,000  enlisted  personnel  serving  on  active  duty  in  the  Air 
Force,  69  percent  are  married.  Of  this  number,  about  19,000  are  military  couples, 
with  both  spouses  in  the  Air  Force.  The  number  of  dependents  supported  by  active 
duty  members  is  around  650,000.  Of  these,  530,000  live  with  the  member. 

In  addition  to  the  increased  familial  responsibilities  faced  by  enlisted  members, 
the  drawdown  has  caused  enlisted  members,  like  others,  to  face  increased  work- 
loads. To  compound  that,  many  of  the  duties  and  responsibilities  that  were  pre- 
viously handled  by  officers  are  now  handled  by  enlisted  troops.  This  greatly  in- 
creased enlisted  pace  and  workload  magnify  the  need  of  a  quality  home  environ- 
ment. 

Separations  within  the  family  unit  due  to  deployments  and  working  spouses  have 
also  Decome  important  factors.  Statistics  show  that  four  times  the  number  of  Air 
Force  enlisted  people  are  deployed  today  as  compared  to  1989.  By  a  vast  majority, 
the  spouses  of  enlisted  members  must  also  work  to  maintain  a  decent  standard  of 
living.  The  combination  of  increased  family  separations  due  to  deployments,  in- 
creased workload  and  the  spouse  going  to  work  all  serve  to  emphasize  the  need  for 
the  sense  of  community  and  security  provided  by  on-base  quarters.  There  is  no 
doubt  that  an  on-duty  or  deployed  airman  will  be  far  more  effective  if  he/she  is  cer- 
tain that  the  family  is  secure. 

Without  question,  the  rigors  and  hardships  caused  by  a  life  in  the  military  infiu- 
ence  a  member's  decision  to  re-enlist.  In  order  to  maintain  a  quality,  all-volunteer 
military,  a  significant  effort  must  be  made  to  guarantee  acceptaole  standards  of  liv- 
ing and  protection  for  the  enlisted  family.  Money  that  is  spent  to  improve  housing 
and  facilities  will  help  guarantee  operational  effectiveness  and,  as  a  side  effect,  will 
be  a  key  factor  in  helping  convince  members  to  re-enlist.  Of  course,  every  re-enlist- 
ment saves  money  by  avoiding  the  need  to  train  new  recruits. 

Mr.  Chairman,  AFSA  points  out  the  following  areas  of  emphasis  that  must  be  to 
kept  in  mind  when  discussing  military  housing  lor  enlisted  members. 
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1.  Family  Housing.  Unquestionably,  housing  quality  affects  individual  and  fam- 
ily lives  in  the  most  fundamental  of  ways.  Simply  put,  today's  enlisted  families  do 
not  live  in  qualitatively  acceptable  housing.  The  great  majority  of  current  military 
housing  is  in  need  of  repair.  Recently,  Gen.  Ronald  R.  Fogleman,  Air  Force  Chief 
of  Stan,  and  Dr.  Sheila  Widnall,  Secretary  of  the  Air  Force,  pointed  out  that  the 
Air  Force  has  had  to  reduce  its  real  property  maintenance  in  conjunction  with  the 
scaling  back  of  the  military  structure.  They  mentioned  that  European  bases,  where 
21  percent  of  the  Air  Force  is  stationed,  require  immediate  attention.  Now  that  the 
force  reductions  have  leveled  out,  there  is  a  desire  to  make  up  for  the  maintenance 
that  has  been  deferred  during  the  drawdown. 

The  average  age  of  Air  Force  housing  is  32  years,  and  60,000  homes  require  im- 

f)rovement  or  replacement.  It  is  wrong  that  so  many  of  our  youn^  enlisted  patriots 
ive  in  substandard  housing.  Sufficient  funding  must  be  appropriated  so  that  new 
housing  construction  and  upgrading  of  existing  structures  may  begin  as  soon  as  pos- 
sible. 

Additionally,  with  recent  base  closures,  those  bases  that  remain  open  are  operat- 
ing at  a  higher  capacity  than  they  were  designed  to  handle.  More  than  39,000  fami- 
lies are  currently  on  waiting  lists  for  on-base  housing.  Enlisted  members  face  the 
greatest  hardships  when  forced  to  live  off-base.  Theirlower  compensation  makes  it 
very  difficult  for  many  of  them  to  maintain  an  adequate  standard  of  living  ofT-base. 
Funds  must  be  expended  to  continue  to  provide  families  the  opportunity  to  reside 
on-base.  We  support  funding  above  the  President's  fiscal  year  1996  request  in  order 
to  renovate  or  replace  homes  that  are  currently  substandard. 

2.  Explore  Housing  Options.  The  Department  of  Defense  and  some  Members 
of  Congress  have  suggested  that,  in  the  future,  the  private  sector  will  be  relied  on 
heavily  in  improving  existing  and  building  further  military  housing.  Privatization 
of  some  government  services  has  become  a  popular,  and  in  many  cases  successful, 
way  of  providing  services  in  communities  where  it  has  been  tried.  However,  we  ask 
you  to  exercise  your  oversight,  to  remain  involved  in  these  efibrts,  and  to  be  ready 
to  step  in  and  make  up  the  difTerence  if  there  is  a  failing  in  the  private  sector.  The 
government  cannot  simply  turn  military  housing  over  to  the  private  sector  and  then 
consider  its  obligation  ended.  As  long  as  the  government  maintains  a  guarantee  that 
housing  will  be  provided,  this  association  supports  plans  that  would  increase  the  op- 
tions available  to  providing  safe,  secure  and  affordable  housing  to  enlisted  members. 
Most  important,  tne  cost  of  enlisted  housing  must  be  maintained  at  levels  reflecting 
the  significantly  lower  compensation  levels  of  enlisted  members. 

The  current  drawdown  has  affected  housing  improvement  plans.  It  has  been  docu- 
mented that  the  recent  base  realignments  and  closures  have  lowered  the  total  Air 
Force  construction  investment.  However,  the  end  of  the  current  phase  of  this  process 
will  allow  greater  investment  in  those  bases  that  will  be  remaining  open. 

This  increased  emphasis  on  quality  is  important  as  an  incentive  for  large  numbers 
of  military  members  weighing  the  pros  and  cons  of  remaining  in  our  Armed  Forces. 
I  am  sure  you  are  as  concerned  as  we  are  that  35  percent  fewer  young  people  have 
considered  a  military  career  since  1990.  While  the  trend  away  from  military  service 
may  result  from  several  different  factors,  we  believe  that  to  maintain  a  capable,  all- 
volunteer  service,  incentives  must  be  there  to  convince  our  enlisted  members  to  re- 
main. Funding  of  quality  living  quarters  demonstrates  our  Nation's  support  and  re- 
spect for  those  who  serve. 

AFSA  realizes  the  tremendous  importance  of  your  task  and  the  full  range  of  limi- 
tations you  face.  While  much  of  the  work  of  this  Congress  is  to  prioritize  how  dollars 
will  be  spent,  we  urge  your  committees  to  give  the  highest  pnority  to  assuring  the 
quality  of  housing  facilities  for  enlisted  members  and  their  families. 

Mr.  Chairman,  military  housing  and  related  facilities  create  a  unique  sense  of 
community  and  security  for  our  enlisted  members.  Sufficient  funding  to  build  and 
maintain  these  structures  is  an  important  challenge.  Your  great  opportunity  is  to 
honor  those  who  serve  our  Nation  in  time  of  peace  as  well  as  in  time  of  war.  We 
wish  this  committee  the  best  as  it  completes  its  work.  As  always,  AFSA  is  ready 
to  provide  support  in  matters  of  mutual  concern. 

[Questions  for  the  record  with  answers  supplied  follow:] 
Questions  Submitted  by  Senator  John  McCain 

FIVE  year  defense  PLAN  (FYDP) 

Senator  McCain.  In  your  letter  to  me  last  December,  you  stated  that,  in  order 
to  ensure  that  the  "hollow  Army"  of  two  decades  ago  is  not  repeated,  "The  level  of 
manning  and  funding  required  for  the  Army  over  the  long  run  is  about  1.1  million 
(495,000  active  and  575,000  reserve)  and  funding  at  fiscal  year  1995  Army  Total  Ob- 
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ligation  Authority  (TOA)  buying  power  plus  pay  raises  and  inflation."  Does  the  cur- 
rent fiscal  years  1996-2001  FYDP  provide  that  level  of  manning? 

General  SULLIVAN.  Yes,  the  current  FYDP  calls  for  the  Active  force  to  achieve 
495,000  bv  the  end  of  fiscal  year  1996  and  the  Reserve  force  to  achieve  575,000  by 
the  end  oi  fiscal  year  1998. 

Senator  McCain.  Does  the  current  fiscal  year  1996-2001  FYDP  provide  that  level 
of  funding? 

General  SULLIVAN.  Current  fiscal  guidance  in  the  FYDP  does  not  provide  ade- 
quate levels  of  funding  for  fiscal  years  1996-1999.  During  this  time  period,  the 
Army  is  short  approximately  $3  billion  each  year.  It  is  not  until  fiscal  year  2000 
that  the  Army  again  achieves  the  level  of  funding  necessary  to  maintain  a  trained 
and  ready  force. 

ACTIVE  END  STRENGTH  REDUCTION  IMPACT 

Senator  McCain.  I  am  advised  that,  in  an  internal  DOD  fiscal  guidance  memoran- 
dum, the  Army  has  been  instructed  to  reduce  its  planned  active  end  strength  by  an 
additional  20,000  personnel  by  fiscal  year  1999.  Can  the  Army  maintain  10  active 
divisions  with  this  level  of  manning? 

General  SuluvaN.  I  have  my  staff  looking  at  this  issue  in  great  detail  to  develop 
a  better  perspective  on  how  to  continue  to  field  the  best  possible  Army  within  the 
constraints  oi  available  resources.  We  are  making  every  eflort  to  achieve  efficiencies 
through  leveraeing  technology  and  reengineering  force  structure. 

Senator  McCain.  Can  the  Army  support  the  two  MRC  strategy  at  this  reduced 
level  of  manning? 

General  Sullivan.  Any  reduction  of  Active  component  end  strength  beyond 
495,000  will  increase  the  risk  associated  with  executing  the  National  Military  Strat- 
egy (NMS).  My  position  has  been  and  remains  that  the  Army  requires  a  seamless 
force  of  not  less  than  1.1-million  soldiers  organized  into  18  divisions  (10  fully  struc- 
tured Active  component  divisions,  15  enhanced  National  Guard  brigades,  8  Reserve 
component  divisions)  plus  fully  resourced  critical  force  enhancements  and  enablers 
in  the  areas  of  quality  soldiers  and  civilians,  a  trained  and  ready  force,  strategic 
mobility,  force  modernization,  and  early  access  to  the  Reserve  component.  This  force 
represents  the  force  required  to  execute  the  NMS  at  moderate  risk,  taking  into  ac- 
count the  unique  capabilities  of  different  types  of  divisions  and  the  optimal  mix  of 
Active  and  Reserve  components.  Over  the  long  term,  the  Army's  capability  to  sup- 
port an  NMS  built  upon  the  Bottom-Up  Review  (BUR)  requirement  to  decisivelv 
execute  two  near-simultaneous  Major  Regional  Conflicts  is  contingent  upon  full 
resourcing  of  both  the  necessary  force  structure  and  our  five  enablers.  Failure  to 
iuUy  resource  both  the  necessary  force  structure  and  its  supporting  enablers  will  in- 
evitably place  the  Army's  capability  to  support  the  BUR  strategy  at  significant  risk. 

READINESS 

Senator  McCain.  I  am  advised  that,  in  an  internal  DOD  fiscal  guidance  memoran- 
dum, the  Army  has  been  instructed  to  reduce  its  planned  active  end  strength  by  an 
additional  20,000  personnel  by  fiscal  year  1999.  What  is  the  potential  impact  of  this 
additional  end  strength  reduction  on  the  morale  of  current  troops  and  recruiting 
ability? 

General  SULLIVAN.  The  1994  Youth  Attitude  Tracking  Survey  (YATS)  results  re- 
vealed a  39  percent  decline  from  1989-1994  in  propensity  to  enlist  for  the  Army 
among  16-21  year-old  males.  The  survey  is  not  detailed  enough  to  tell  us  the  pri- 
mary reasons  for  this  drop;  however,  downsizing  was  among  the  many  reasons  given 
for  making  youth  less  interested  in  joining  the  military.  From  these  YATS  results, 
it  is  logical  to  speculate  further  reductions  potentially  will  keep  propensity  lower 
than  it  would  be  if  no  further  reductions  occurred.  Low  propensity  makes  recruiting 
more  difficult  and  more  expensive.  The  Army  has  no  surveys  to  indicate  the  poten- 
tial effect  of  the  additional  reduction  on  the  morale  of  current  troops. 

M1A2  TANK 

Senator  McCain.  General  Sullivan,  the  last  time  you  appeared  before  this  com- 
mittee, you  stated  that  the  Ml  tank  can  be  defeated  by  upgraded  T-72  and  T-80 
series  tanks,  and  as  a  result,  U.S.  forces  would  likely  be  outmatched  in  many  of  the 
places  they  are  likely  to  fight.  Now,  it  is  becoming  more  and  more  apparent  that 
many  of  our  potential  adversaries  are  obtaining  upgraded  technology,  from  a  variety 
of  sources,  that  will  further  diminish  the  U.S.  technological  edge.  Does  the  Army's 
budget,  as  reflected  in  the  current  FYDP,  provide  sufficient  funding  for  the  M1A2 
to  efiectively  counter  this  problem,  thereby  sustaining  the  technological  advantage 
on  the  battlefield  that  the  Army  enjoyed  during  Desert  Storm? 
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General  SULLIVAN.  The  current  Abrams  fleet  consists  of  3,016  Ml  tanks,  2,320 
MlAl  tanks,  2,140  MlAl  DU  tanks  (with  Depleted  Uranium  Armor),  and  81  M1A2 
tanks  (total  of  7,557  Abrams).  Nearly  40  percent  of  the  fleet  consists  of  Ml  tanks 
with  105mm  guns  and  no  Nuclear,  Biologic,  Chemical  (NBC)  overpressure  system. 
Another  30  percent  of  the  fleet  consists  oi  the  original  MlAl  tank — a  good  tank  but 
lacking  the  survivability  provided  by  Depleted  Uranium  armor.  The  MlAl  DU  and 
M1A2  comprise  the  remainder  of  the  fleet.  The  MlAl  DU  compares  favorably  with 
any  current  tank  in  the  world.  The  M1A2  is  arguably  the  best  tank  in  the  world. 
As  compared  to  the  MlAl  and  M1A2  DU,  the  M1A2  provides  45  percent  faster  tar- 
get acquisition,  50-70  percent  faster  target  hand-off,  32  percent  greater  accuracy  in 
reporting  target  locations  and  significantly  improved  situational  awareness  (less 
fratricide).  However,  these  models  represent  only  29  percent  of  the  Abrams  fleet, 
with  the  M1A2  currently  representing  1  percent. 

The  Abrams  tank  which  fought  in  Desert  Storm  was  predominately  the  MlAl 
tank.  The  most  distinct  advantage  these  tanks  enjoyed  over  Iraqi  T-72  tanks  was 
an  all  weather  thermal  sight.  We  could  see  them  when  they  couldn't  see  us.  This 
capability  when  combined  with  the  range,  accuracy  and  lethality  of  our  120mm  gun 
and  the  mobility  of  the  Abrams,  gave  us  significant  superiority  over  our  adversary. 
One  of  the  lessons  learned  from  Desert  Storm  is  a  tank  without  a  thermal  sight  is 
an  easy  target.  However,  the  technology  for  thermal  sights  is  available  world  wide 
and  is  a  relatively  easy  upgrade  to  an  existing  vehicle.  It  is  unlikely  we  will  enjoy 
such  a  capability  advantage  in  future  conflicts. 

Another  concern  is  we  are  not  likely  to  have  the  lengthy  buildup  period  of  Desert 
Shield  prior  to  the  start  of  a  future  conflict.  Our  initially  deploying  forces  need  a 
significant  technological  edge  because  they  are  likely  to  be  outnumbered.  The  M1A2 
provides  this  edge. 

The  Army  budget  provides  sufficient  funding  to  sustain  a  limited  program  to  up- 
grade older  Ml  tanks  to  the  M1A2  configuration.  By  fiscal  year  2004,  we  will  have 
procured  998  Ml  to  M1A2  upgrades  and  outfitted  our  first  to  fight  forces  with 
MlA2s.  In  addition,  we  will  cut  two  improvements  into  the  M1A2  second  generation 
forward  looking  infrared  sight  upgrades  and  system  electronics  upgrades  which  will 
significantly  improve  the  capability  of  the  M1A2  tanks.  This  strategy  accepts  some 
modernization  risk  in  order  to  maintain  the  readiness  of  our  existing  forces. 

Senator  McCain.  Is  there  any  validity  to  reports  that  the  Army  may  elect  to  mod- 
ernize MlAls  rather  than  acquire  new  MlA2s  as  a  cost-saving  measure?  Do  you  feel 
that  such  a  compromise  is  prudent? 

General  SULLIVAN.  The  Army  is  currently  upgrading  older  Ml  tanks  to  the  M1A2 
model;  we  are  not  acauiring  new  MlA2s.  The  Army  originally  proposed  an  MlAl 
upgrade  program  as  the  most  economical  upgrade  program;  however.  Congress  di- 
rected the  Army,  in  the  National  Defense  Authorization  Act  for  fiscal  years  1992 
and  1993  (Public  Law  102-190),  to  upgrade  Ml  tanks  rather  than  MlAls.  We  con- 
tinue to  investigate  all  avenues  to  cut  the  costs  of  the  Ml  upgrade  program  includ- 
ing alternate  programs  such  as  an  MlAl  upgrade.  Clearly,  consultation  with  Con- 
gress is  required  before  the  Army  could  propose  an  MlAl  upgrade  program. 

READINESS 

Senator  McCain.  Would  you  agree,  uncategorically,  that  you  have  been  forced,  by 
inadequate  budjget  levels  or  misallocated  funding,  to  sacrifice  the  optimum  readiness 
of  your  service  in  the  year  2001  to  maintain  today's  readiness? 

General  Sullivan.  Near-term  readiness  remains  the  Army's  first  funding  priority. 
The  Army  has  developed  the  best  possible  program  at  current  resource  levels  with 
an  Operations  and  Maintenance  (O&M)  "fix'  that  ensures  near  term  readiness  while 
putting  off  modernization  until  future  years.  Modernization  shortfalls  are  a  concern 
at  current  funding  levels.  Modernization  remains  the  principal  "billpayer";  however, 
we  cannot  continue  this  practice  much  longer  without  having  a  negative  impact  on 
the  battlefield  capabilities  of  our  future  Army. 

ADDITIONAL  FUNDING 

Senator  McCain.  Assuming  your  requests  were  not  bound  by  fiscal  or  political 
considerations,  what  additional  funding  would  you  require  to  ensure  that  your  serv- 
ice arrived  in  2001  in  a  peak  state  oi  readiness?  To  which  programs  or  activities 
would  you  dedicate  this  funding,  in  order  of  priority? 

(jeneral  SULLIVAN.  First,  prompt  reimbursement  for  unbudgeted  contingencies  re- 
mains a  requirement  to  ensure  near-term  readiness  now  and  in  the  future.  Second, 
the  link  between  near-term  and  future  readiness  is  important  in  that  the 
sustainment  of  near-term  readiness  creates  one  of  the  necessary  conditions  to  en- 
sure future  readiness.  (Jenerally,  funding  at  the  fiscal  year  1995  level  plus  any  pay 
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increases  and  adjustments  for  inflation  will  allow  the  Army  to  meet  future  readiness 
requirements  at  an  acceptable  level  of  risk.  Additional  funding  would  be  applied  to 
Modernization,  Infrastructure  Revitalization,  and  Operations  and  Maintenance  ac- 
counts. In  the  area  of  modernization  the  Army  would  dedicate  funding  to:  Ammuni- 
tion, Mobility  Improvements,  Small  Arms,  and  Command,  Control,  Communications, 
and  Information  (C'*I).  In  Infrastructure  Revitalization  the  Army  would  increase: 
Barracks  Revitalization,  Family  Housing  Construction,  and  Real  Property  Mainte- 
nance. In  the  Operations  and  Maintenance  area  the  Army  would  increase  Reserve 
Component  (RC)  Readiness. 

Senator  McCain.  Assuming  your  requests  were  not  bound  by  fiscal  or  political 
considerations,  what  additional  funding  and  programs  would  you  increase  to  ensure 
that  your  service  arrived  in  2001  in  a  peak  state  of  preparedness  to  perform  its  mis- 
sions jointly  in  conjunction  with  the  otner  services? 

General  Sullivan.  If  more  resources  were  available  the  Army  would  continue  to 
balance  its  programs.  The  Army  would  increase  funding  in  Modernization,  Infra- 
structure Revitalization,  and  Operations  and  Maintenance  (O&M)  accounts.  In  the 
area  of  modernization,  the  Army  would  dedicate  funding  to:  Ammunition,  Mobility 
Improvements,  Small  Arms,  and  Command,  Control,  Communications,  and  Informa- 
tion (C*I).  In  Infrastructure  Revitalization  the  Army  would  increase:  Barracks  Revi- 
talization, Family  Housing  Construction,  and  Real  Property  Maintenance.  In  the 
Operations  and  Maintenance  area  the  Army  would  increase  Reserve  Component 
(KC)  Readiness.  Included  in  the  modernization  effort  is  the  Army's  work  in  our  pro- 
gram known  as  Force  XXI.  It  offers  great  potential  to  increase  the  services'  ability 
to  operate  jointly.  Force  XXI  will  enable  the  Army  to  win  the  information  war.  This 
increased  mformation  awareness  and  the  supporting  principles  are  being  shared 
among  the  services. 

TWO  MAJOR  REGIONAL  CONTINGENCIES 

Senator  McCain.  Assuming  that  the  minimum  planning  scenario  is  the  two  MRC 
scenario,  in  your  personal  view,  can  we  currently  meet  that  threat  with  the  "over- 
whelming force"  promulgated  by  former  Chairman  of  the  Joint  Chiefs,  Colin  Powell? 

General  SULLIVAN.  The  overwhelming  force  called  for  by  General  Powell  when  he 
served  as  the  Chairman  of  the  Joint  Chiefs  of  Staff  was  for  a  different  national  mili- 
tary strategy  and  took  place  at  a  different  point  in  time  in  our  interpretation  and 
understanding  of  the  Post-Cold  War  strategic  environment.  The  right  Army  force  to 
support  the  strategic  requirements  of  that  earlier  strategy  was  the  Base  Force  con- 
sisting of  12  Active  component  and  8  Reserve  component  (6  full,  2  cadre)  divisions 
and  about  536,000  Active  component  and  567,000  Reserve  component  end  strength. 
We  now  operate  under  a  new  National  Military  Strategy  that  calls  for  achieving  de- 
cisive victory  against  up  to  two  near-simultaneous  Major  Regional  Conflicts.  I  am 
confident  that  an  Army  consisting  of  a  seamless  force  of  not  less  than  1.1-million 
soldiers  organized  into  18  divisions  (10  fully  structured  Active  component  divisions, 
15  enhanced  National  Guard  brigades,  8  Reserve  component  divisions)  plus  fully 
resourced  critical  force  enhancements  and  enablers  in  tne  areas  of  quality  soldiers 
and  civilians,  a  trained  and  ready  force,  strategic  mobility,  force  modernization,  and 
early  access  to  the  Reserve  component  is  capatle  of  executing  our  current  strategy 
at  a  moderate  degree  of  risk. 

READINESS  IN  2001 

Senator  McCain.  In  your  personal  view,  what  additional  funding  or  other  support 
is  required  to  ensure  that,  in  the  year  2001,  your  service  is  fully  ready  to  meet  the 
postulated  threats  of  the  next  century  and  carry  out  its  assigned  missions? 

General  SULLIVAN.  In  the  funding  area,  the  requirement  is  the  fiscal  year  1995 
level  plus  any  pay  increases  and  adjustments  for  inflation.  This  will  allow  the  Army 
to  modernize  to  meet  future  readiness  requirements  at  an  acceptable  level  of  risk. 
Additionally,  it  is  important  that  the  Army  have  early  access  to  selected  reserve 
combat  support  and  combat  service  support  forces.  The  Reserve  components  are  ent- 
iced to  the  execution  of  the  National  Military  Strategy.  Also,  support  for  strategic 
mobility  is  critical.  Most  strategic  mobility  requirements  are  funded  outside  Army 
accounts.  Full  and  timely  resourcing  of  sealifl  and  airlift  in  accordance  with  the  Mo- 
bility Requirements  Study  (MRS)  and  the  MRS  Bottom-Up  Review  (MRS-BURU) 
are  essential  to  the  Army. 

FUNDING  PROPOSAL 

Senator  McCain.  As  you  know,  diverting  funding  to  peacekeeping,  humanitarian 
assistance,  and  other  non-traditional  operations  has  cut  into  the  readiness  of  our 
Armed  Forces.  Put  aside  for  a  moment  the  administration's  proposed  Readiness 
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Preservation  Authority,  which  allows  the  services  to  draw  broadly  from  all  funding 
accounts  to  pay  for  these  operations;  I  do  not  support  this  blank-check  approach  to 
budgeting.  What  is  your  assessment  of  an  alternative  proposal  that  would  require 
the  administration  to  seek  a  full  supplemental  for  all  costs  relating  to  any  non-tradi- 
tional operations  within  30  or  60  days  of  commencement  of  the  operation?  Under 
this  type  of  plan,  if  the  operation  lasted  longer  than  originally  anticipated  and  budg- 
eted, a  second  supplemental  would  be  required. 

General  Sullivan.  The  alternative  proposal  you  describe  is  basically  the  way  we 
currently  handle  funding  for  contingency  operations.  Both  the  administration  and 
the  Congress  have  been  very  supportive  in  expediting  supplemental  appropriations 
bills  to  replenish  funding  diverted  from  readiness  accounts  in  support  of  contingency 
operations.  As  you  are  very  much  aware.  Army  readiness  is  alTected  when  current 
year  Operations  and  Maintenance  (O&M)  and  Military  Personnel  funds  must  be  di- 
verted to  cover  operations  costs  until  alternate  funding  sources  are  approved.  The 
problem  is  much  worse  when  the  operation  occurs  late  in  the  fiscal  year  and  we 
must  divert  money  from  non-participating  units,  resulting  in  lost  training  opportuni- 
ties. While  this  approach  eventually  provides  needed  funding,  it  still  suffers  from 
a  built-in  delay  during  which  a  supplemental  request  is  developed,  submitted,  and 
congressionally  reviewed  for  approval. 

Trie  Readiness  Preservation  Authority,  proposed  by  Dr.  Hamre,  does  not  establish 
a  blank -check  contingency  fund.  Instead,  it  is  patterned  after  the  Feed  and  Forage 
Act,  permitting  the  services  to  obligate  beyond  their  appropriated  amounts  in  the 
current  fiscal  year  in  order  to  preserve  force  readiness.  The  authority  is  permitted 
only  in  the  last  two  quarters  of  the  fiscal  year.  It  is  used  only  for  essential  readiness 
functions  and  activities  (e.g.,  mission  critical  proficiency  training,  scheduled  unit  ex- 
ercises, and  mission  critical  spare  parts).  Total  funding  authority  under  the  Readi- 
ness Preservation  Authority  proposal  would  be  limited  to  50  percent  of  the  amount 
appropriated  to  the  O&M  Operating  Forces  Budget  Activity.  This  authority  would 
only  protect  readiness  programs  from  funding  reductions  to  support  contingency  op- 
erations. Finally,  it  provides  for  recessions  in  the  subsequent  fiscal  year  to  pay  for 
any  use  of  the  authority  if  current  year  supplementals  do  not  pay  bills.  The  key 
point  to  this  proposal,  from  the  Army^s  viewpoint,  is  that  it  allows  execution  to  con- 
tinue while  supplemental  appropriations  are  developed,  and  contains  substantial 
controls  to  assure  that  there  is  congressional  oversight.  Therefore,  a  blank  check, 
which  could  result  in  abuse  of  the  authority,  is  never  allowed. 

Senator  McCain.  In  my  view,  this  proposal  has  none  of  the  basic  problems  of  a 
War  Powers  Act,  yet  it  would  require  both  the  administration  and  Congress  to  act 
quickly  to  provide  adequate  funding  to  conduct  such  operations.  Could  you  suggest 
any  specific  improvements  to  such  a  procedure? 

General  Sullivan.  Actually  Congress  and  the  administration  have  been  respon- 
sive to  the  needs  of  the  service  in  terms  of  supplementals.  As  you  have  pointed  out, 
we  are  increasingly  involved  in  non-traditional  operations.  The  scope  of  these  oper- 
ations ranges  from  the  tiny  to  the  immense.  Individually,  these  operations  may  not 
have  an  impact  upon  Army  readiness.  Together,  however,  their  cumulative  effect  di- 
verts funds  from  the  Army's  budgeted  readiness  accounts.  In  the  Army's  view,  the 
only  way  to  stop  this  diversion  of  funds  is  to  allow  activities  to  execute  budgeted 
programs  as  planned,  and  to  allow  for  over-obligation  in  these  accounts  under  the 
constraints  provided  for  in  the  Readiness  Preservation  Authority  proposal.  The 
Army  believes  this  authority  will  allow  commanders  to  realistically  accomplish  mis- 
sion requirements  and  maintain  readiness  simultaneously. 

EFFECT  OF  FISCAL  YEAR  1995  SUPPLEMENTAL 

Senator  McCain.  Congress  recently  passed  a  fiscal  year  1995  Defense  Supple- 
mental to  restore  funding  to  readiness  accounts  that  had  been  tapped  to  support 
contingency  operations  last  year.  Was  the  level  of  funding  provided  for  your  service 
adequate  to  restore  the  readiness  accounts  to  their  necessary  levels? 

General  SULLIVAN.  Yes,  funding  was  adequate  to  cover  fiscal  year  1995  contin- 
gency operations  shortfalls  known  at  the  time  the  supplemental  was  developed,  as 
well  as  replenishment  of  readiness  shortfalls  carried  over  from  fiscal  year  1994.  We 
still  have  some  shortfalls  in  both  fiscal  year  1994  and  fiscal  year  1995  Military  Per- 
sonnel Appropriations  which  are  being  addressed  in  the  fiscal  year  1995  Omnibus 
Reprogrammi  ng. 

Senator  McCain.  Has  the  additional  funding  been  allocated  to  your  service? 

General  Sullivan.  These  funds  have  not  been  apportioned  yet  by  the  Office  of 
Management  and  Budget.  We  expect  them  to  arrive  by  mid-May. 

Senator  McCain.  What  are  the  adverse  impacts,  if  any,  of  the  recisions  of  defense 
funds  taken  in  that  bill  to  make  it  deficit  neutral? 
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General  Sullivan.  Congress  should  be  commended  for  their  expeditious  passage 
of  the  recent  Emei^gency  Supplemental.  Quite  obviously  when  recisions  occur  during 
the  execution  year,  turmoil  results.  Since  specific  decisions  have  not  been  made  con- 
cerning the  actual  spread  of  various  recisions  (e.g.  $42.5  million  of  $150  million  in 
Federally  Funded  Research  and  Development  Centers)  accurate  adverse  impact  as- 
sessments are  premature,  however,  there  is  potential  for  program  and  milestone  dis- 
ruption. The  $43  million  recision  in  Science  and  Technology  does  put  our  strategy 
to  maintain  technological  superiority  at  risk.  In  general,  recision  limit  the  flexibility 
of  the  Department  to  reallocate  resources  from  lower  priority  programs  to  fix  short- 
ages in  higher  priority  programs.  This  results  in  a  potential  for  greater  pro- 
grammatic impacts  when  funding  must  be  transferred  from  program  to  program. 

PRIVATIZATION  OF  SUPPORT  ACTIVITIES 

Senator  McCain.  Privatization  of  support  activities,  such  as  depot  maintenance 
and  base  support  operations,  is  gaining  in  popularity  in  the  Congress.  Do  you  sup- 
port privatizing  most  base  support  operations  not  directly  related  to  military  capa- 
bility, including  firefighting  and  base  security? 

General  Sullivan.  Current  Army  policy  encourages  privatization  of  Army  pro- 
grams and  the  Army  fully  supports  privatization  of  firefighter  and  base  security  per- 
sonnel. Great  effort  has  been  expended  to  privatize  utility  operations.  Privatization 
is  defined  as  transfer  of  the  ownership,  and  responsibility  for  operation,  mainte- 
nance, repair,  upgrade,  and  plant  replacement  to  the  non-Federal  sector.  Increas- 
ingly stringent  environmental  regulations  with  which  Army  installations  must  com- 
ply, as  well  as  the  difficulty  of  maintaining  Army  utility  systems  in  the  face  of  de- 
clining work  forces  and  budgets,  often  make  privatization  of  Army  owned  utility  sys- 
tems the  most  cost  effective  option.  The  Army  Power  Procurement  Office  assists  in- 
stallations in  completing  this  privatization. 

The  Army  also  supports  conunercial  activities  as  defined  in  Office  of  Management 
and  Budget  Circular  A-76.  Many  requirements  in  the  areas  of  engineering,  mainte- 
nance, supply,  and  automation  have  been  and  are  being  satisfied  through  contract- 
in^outsourcing. 

Senator  McCain.  Do  you  support  privatizing  the  military  depot  system,  if  cost 
savings  can  be  validated? 

General  Sullivan.  The  primary  issue  in  considering  a  privatization  as  an  alter- 
native to  maintaining  organic  depots  within  the  Army  is  whether  these  sources  can 
guarantee  that  our  warfighting  forces  are  fully  prepared  for  immediate  and  sus- 
tained combat.  Although  important,  the  cost  of  contract  or  organic  a  sources  is  sec- 
ondary to  why  the  Army  maintains  organic  depot  maintenance  capability.  The  guar- 
antee issue  introduces  an  element  of  unknown  and  unacceptable  risk  to  our 
warfighting  CINCs. 

The  Army  fully  supports  the  DOD  CORE  methodology  as  a  mechanism  for  mini- 
mizing operational  risK  for  critical  weapon  systems  and  reducing  the  cost  of  depot 
maintenance  workloads  that  are  not  essential  to  the  warfight.  We  have  formulated 
our  organic  CORE  requirement  to  require  only  the  minimum  personnel,  equipment 
and  facilities  necessaiy  to  ensure  a  ready  and  controlled  source  of  technical  com- 
petence and  resources.  I  believe  that  this  approach  represents  the  best  available 
value  and  the  minimum  acceptable  risk  for  the  Army. 

Senator  McCain.  Privatization  of  support  activities,  such  as  depot  maintenance 
and  base  support  operations,  is  gaining  in  popularity  in  the  Congress.  Do  you  have 
suggestions  for  privatizing  other  programs,  such  as  aircrew  physiology  training  or 
health  care? 

General  Sullivan.  The  issue  of  health  care  speaks  to  the  mission  of  the  Army 
Medical  Department  (AMEDD)  and  that  mission  is  readiness.  The  AMEDD  is  re- 
sponsible for  maintaining  the  medical,  clinical  and  technical  readiness  of  medical 
units  and  personnel  to  support  the  Army  in  a  theater  of  operations.  Support  to  the 
Army's  combat  mission  is  complex,  ongoing  and  encompasses  numerous  functions: 
direct  medical  care  to  soldiers  and  families;  training  in  the  form  of  skill  development 
and  maintenance  such  as  graduate  medical  education  and  basic  health  care  skills 
preparation;  world  wide  practice  in  fixed  facility  and  field  settings;  medical  research, 
preventive  medicine;  dental  services;  and  veterinary  efforts  are  just  a  few  examples 
of  these  functions.  Unilateral  privatization  of  these  missions — like  aircrew  physiol- 
ogy training — will  detrimentally  effect  the  AMEDD's  readiness  capabilities. 

However,  there  are  many  opportunities  for  privatization  or  outsourcing  and  we 
are  proceeding  where  appropriate.  Certainly  in  an  era  of  downsizing  the  force  and 
the  concomitant  base  realignment  and  closures  we  see  outsourcing  as  part  of  our 
solution  for  meeting  our  obligation  to  our  beneficiaries. 
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In  delivering  beneficiary  health  care,  the  Military  Health  service  System  (MHSS) 
of  which  the  AMEDD  is  a  part  has  undertaken  significant  privatization  efibrts  and 
by  standardizing  health  care  benefits  under  the  newly  approved  Tricare  prime  op- 
tion will  facilitate  contractor  supported  operations.  The  Tricare  program  is  designed 
to  improve  the  accessibility  and  cost-effectiveness  of  Department  of  Defense  (DOD) 
health  care  services  and  move  DOD  into  a  managed  care  environment.  Where  we 
lack  the  capability,  cannot  deliver  it  more  cost  effectively,  or  need  affiliations  to  sup- 
port our  limited  capability .  we  wUl  continue  to  aggressively  contract.  For  instance 
we  just  recently  contracted  for  civilian  dentists  ana  dental  assistants  to  support  our 
beneficiaries  in  Europe.  We  continue  to  judiciously  support  privatization  where  and 
when  appropriate. 

UNREQUESTED  FUNDING  ADD-ONS 

Senator  McCain.  Over  the  past  6  years,  Congress  added  approximately  $5.5  bil- 
lion in  unrequested  military  construction  projects,  within  the  topline  of  a  declining 
defense  budget.  What  is  your  assessment  of  the  impact  on  readiness  of  these  add- 
ons? 

General  Sullivan.  The  Army  has  an  extensive  review  process  to  identify  con- 
struction projects  that  are  in  the  best  interests  of  the  Army  with  the  bottom  line 
being  to  mnd  all  readiness  needs  of  the  Army  in  balance.  Congressional  add-ons 
whicn  come  at  the  expense  of  other  programs,  projects,  or  activities  requested  in  the 
President's  budget  may  negate  that  Balance  we  have  tried  to  achieve. 

Senator  McCaIN.  Do  you  support  the  criteria  for  evaluating  Members'  requests  for 
add-ons  that  was  adopted  for  the  Senate  last  year? 

General  Sullivan.  To  the  degree  that  the  criteria  is  intended  to  prevent  low  pri- 
ority projects  from  supplanting  high  priority  projects  in  the  Army's  budget,  I  sup- 
port the  criteria. 

MILITARY  CONSTRUCTION  FUNDING 

Senator  McCain.  Is  requested  military  construction  funding  for  the  Guard  and 
Reserve  adequate? 

General  SULLIVAN.  Both  the  Army  National  Guard  and  Army  Reserve  have  devel- 
oped the  best  possible  military  construction  (MILCON)  budget  proposals  within  cur- 
rent constrained  resource  levels.  While  many  important  projects  are  deferred  and 
only  highest  priority  MILCON  requirements  are  included  in  this  budget  request,  we 
believe  that  our  basic  budget  proposal  is  both  sound  and  realistic  and  supports  read- 
iness. 

MILITARY  CONSTRUCTION/FAMILY  HOUSING  FUNDING 

Senator  McCaiN.  Is  the  requested  family  housing  budget  adequate? 

General  Sullivan.  The  fiscal  year  1996  request  provides  the  rig:ht  level  of  funding 
in  terms  of  operations  and  maintenance  to  properly  manage  the  inventory  but  falls 
short  of  what  the  Army  needs  on  a  consistent  basis  ($250  million  per  year)  to  revi- 
talize its  aged,  inefficient  family  units. 

The  key  factor  leading  to  the  poor  condition  of  Army  housing  assets  is  the 
underfiinding  of  these  and  other  Army  infrastructure  programs  to  pay  the  readiness 
bill.  With  recognition  by  the  Secretary  of  Defense  that  housing  is  part  of  the  readi- 
ness equation,  change  is  occurring,  but  it  will  not  occur  overnight  or  in  one  budget. 
Consistent  funding  support  over  the  long-term  is  required. 

1995  BASE  REAUGNMENT  AND  CLOSURE  RECOMMENDATIONS 

Senator  McCain.  The  1995  base  closure  recommendations  of  the  Secretary  of  De- 
fense were,  frankly,  disappointing  in  that  they  were  significantly  scaled  back  from 
anticipated  levels.  Eliminating  unnecessary  infrastructure  is  essential  to  rational 
downsizing  and  to  freeing  up  scarce  defense  resources  for  readiness,  quality  of  life, 
and  modernization.  Do  you  believe  it  is  necessary  to  conduct  yet  another  round  of 
base  closures? 

General  Sullivan.  The  Army  did  not  scale  back  its  1995  base  closure  and  realign- 
ment recommendations.  The  latest  list  is  a  sizable  one  and  eliminates  unnecessary 
infrastructure.  Nevertheless,  the  Army  needs  a  method  to  further  reduce  infrastruc- 
ture in  the  future  to  respond  to  unforeseen,  future  demands.  It  may  be  appropriate 
to  consider  another  BRAG  round  before  the  end  of  the  century. 

Senator  McCain.  Assuming  the  BRAC  makes  no  significant  changes  in  the  Sec- 
retary of  Defense  recontunendations,  will  excess  infrastructure  remain  in  your  serv- 
ice at  the  completion  of  the  current  BRAC  round?  If  so,  can  you  estimate  the  annual 
cost  of  this  excess  infrastructure? 
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General  Sullivan.  The  Army  is  not  retainingany  excess  infrastructure  and  will 
not  have  any  at  the  end  of  the  current  round.  The  Army  is  retaining  installations 
which  are  needed  to  meet  the  requirements  of  today  and  tomorrow. 

FIVE  YEAR  DEFENSE  PLAN  (FYDP) 

Senator  McCain.  Please  provide  detailed  information,  by  fiscal  year  throughout 
the  FYDP,  on  shortfalls  in  tne  following  a  categories  of  funoing:  depot  maintenance, 
real  property  maintenance,  and  base  operations  funding. 

General  SULLIVAN.  Current  Operation  Maintenance  Army  (OMA)  depot  mainte- 
nance shortfalls  included  in  the  fiscal  years  1996  and  1997  President's  budget  are 
$213  million  in  fiscal  year  1996  and  $332  million  in  fiscal  year  1997.  The  Army  is 
currently  in  the  process  of  updating  requirements  and  the  associated  funded/un- 
funded amounts  in  the  fiscal  years  1997—2001  Mini-Program  Objective  Memoran- 
dum (POM).  As  a  result  of  the  Mini-POM,  firm  unfunded  depot  maintenance  re- 
quirements are  not  currentlyavailable. 

Base  Operations  (BASOPS)  includes:  BASOPS  (minus  Real  Property  Mainte- 
nance); Real  Property  Maintenance  (RPM);  and  Environmental  Programs. 

(Dolbn  ii  ■illiouA^urTeat  year) 

Tscal  year 


1996      1997      1998      1999      2000      2001 


RPM  $523.5       $579.2       $448.5       $478.8       $265.7       $212.1 

BASOPS  (-)  and  Environmental  551.6        441.0        627.1         558.9        530.1        498.9 


Total  $1075.1     $1020.2     $1075.6     $1037.7       $795.8       $711.0 

Senator  McCain.  Please  include  in  that  information  a  statement  of  the  ability  to 
utilize  additional  funding  in  each  area  in  each  fiscal  year. 

(Jeneral  SullivaN.  The  Depot  Maintenance  Program  does  have  the  ability  to  uti- 
lize additional  funding.  However,  current  depot  maintenance  funding  is  in  balance 
with  other  critical  Army  programs  required  to  support  near-term  operational  readi- 
ness. If  any  additional  funding  was  provided  to  the  Army  we  would  prefer  to  utilize 
it  in  support  of  Army  modernization  programs. 

Additional  funding  for  Real  Property  Maintenance  would  improve  quality  of  life 
by  providing  needed  repairs  and  maintenance  to  facilities  including  barracks  and 
allow  us  to  significantly  reduce  the  facility  maintenance  and  repair  backlog. 

Additional  funding  for  BASOPS  (-)  and  Environmental  Programs  would  allow 
Army  to  fund  environmental  programs  according  to  current  laws  to  a  greater  extent; 
provide  additional  support  for  family  programs  and  engineer  services;  pay  cost  to 
soldiers  for  moving  on/off  installations  and  pay  for  other  indirect  overhead.  We 
would  be  able  to  execute  pollution  prevention  projects  and  avoid  fines  associated 
with  non-compliance  of  statutes. 

FIVE  YEAR  DEFENSE  PLAN  (FYDP)  SHORTFALLS 

Senator  McCain.  Please  provide  detailed  information,  by  fiscal  year  for  each 
major  weapon  system,  on  mission  capable  rates,  cannibalization  rates,  and  readiness 
spares  fill  rates.  Please  also  include  a  statement  of  the  ability  to  utilize  additional 
funding  in  each  area  in  each  fiscal  year. 

(Jeneral  SULLIVAN.  The  Army  intensively  manages  16  major  weapon  systems  on 
a  monthly  basis  for  indications  of  overall  material  readiness.  Their  past  and  current 
readiness  are  shown  on  Table  1.  We  have  no  tool  which  predicts  future  readiness 
of  weapon  systems;  however,  I  expect  no  significant  changes  over  the  next  several 
years. 

TABLE  1— MAJOR  SYSTEM  READINESS  RATES  (PERCENT) 

Fiscal  year 
Major  Systea 

Ml  AbramsMBT 

MlAlTank 

M2  Bradley  IFV 

M3CFV 


1994 

1995 

90 

92.6 

91.9 

90 

94.3 

93.7 

90 

92.4 

93.3 

90 

92.2 

93.3 
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TABLE  1— MAJOR  SYSTEM  READINESS  RATES  (PERCENT)— Continued 

Fiscal  year 
Major  System 

M109  Howitzer 

M198  Howitzer 

MLRS 

Patriot 

nv/Avenger 

HEMTT 

HMI«WV 

M966TOW  

AH64  Apache 

OH58D  Kiowa 

CH47D  Chinook 

UH60  Blackhawk  

The  U.S.  Army  has  no  formal  cannibalization  program  but  does  locally  track  con- 
trolled substitution  on  aircraft  systems.  Controlled  substitution  is  only  authorized 
under  strict  conditions  and  plays  a  minor  role  in  overall  material  readiness. 

The  readiness  spares  fill  rates  are  shown  in  Table  2.  These  are  the  Army  Material 
Command  managed  "Readiness  Spares"  consisting  of  non-consumable  Line  Replace- 
able Units  (LRLO  and  Depot  Level  Repairables  (DLR)  managed  by  AMC.  The  goal 
for  stock  availability  is  85  percent.  The  average  overall  fill  rate  for  the  last  half  of 
fiscal  year  1994  was  sHghtly  above  85  percent  and  is  above  84  percent  for  the  first 
half  of  fiscal  year  1995.  There  are  no  programs  that  will  significantly  change  the 
current  fill  rates  over  the  next  several  years. 

TABLE  2— READINESS  SPARES  FILL  RATES  (PERCENT) 


1994 

1995 

90 

95.2 

95.0 

90 

93.8 

94.5 

90 

95.0 

93.4 

90 

91.3 

96.9 

90 

94.3 

98.3 

90 

89.3 

89.0 

90 

94.5 

94.3 

90 

97.1 

97.0 

75 

76.7 

77.9 

75 

81.0 

79.0 

75 

72.4 

77.0 

80 

72.6 

76.1 

Fiscal  year 


Major  System 


Ml  AbramsMBT  

MlAITank  

M2  Bradley  IFV  

M3CFV  

M109  Howitzer  

M198  Howitzer  

MLRS 

Patriot  

Avenger  

HEMH  

HMMWV  

M966TOW 

AH64  Apache  

OH580  Kiowa  

CH47D  Chinook 

UH60  Blackhawk 

Unweighted  Average  85.7  84.2 

Additional  funding  could  be  applied  to  increase  the  retail  stockage  of  conmion  re- 
pair parts  to  reduce  the  amount  of  zero  balance  lines  in  our  units.  Throughout  the 
year,  units  have  applied  local  constraints  on  repair  parts  stockage  but  the  impact 
nas  not  been  on  major  weapon  systems  readiness  to  date.  Low  density  engineer 
equipment  and  aging  wheeled  vehicle  Heets  frequently  fail  to  achieve  readiness 
goals.  A  shortage  of  repair  parts  is  often  cited  by  units  as  a  contributor.  Funding 
tne  war  reserve  sustainment  accounts  will  go  a  long  way  to  ensure  that  we  are 
ready  to  react  and  project  power  in  support  of  our  national  interests.  Increased 
stockage  of  repairs  and  spares  will  address  near-term  fixes.  I  remain  concerned 


3  S  4  Qtr 

1  &  2  Qtr 

1994 

1995 

91.1 

89.5 

91.1 

89.5 

86.6 

86.4 

86.6 

86.4 

82.6 

74.2 

90.1 

86.2 

87.0 

88.1 

94.7 

94.8 

71.0 

62.6 

81.1 

84.1 

88.1 

88.1 

97.3 

96.6 

74.5 

71.0 

89.7 

88.7 

85.6 

88.1 

73.7 

73.2 
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about  long-term  readiness  through  modernization  and  the  base  structure  to  support 
modernization  and  our  power  projection  Army. 

ADDITIONAL  FUNDING  FOR  MUNITIONS  PROGRAMS 

Senator  McCain.  What  are  your  highest  priorities  for  additional  funding  for  spe- 
cific munitions  programs. 

General  Sullivan.  The  Army's  priorities  for  additional  funding  for  specific  muni- 
tions are:  Modem  War  Reserve  (WR)  Anununition,  Modem  WR  Missiles,  Other  WR 
Munitions,  Production  Base  Support,  and  Other  Needed  Ammunition.  The  priority 
breakout  for  each  is  as  follows: 

Millions 


MODERN  WR  AMMUNITION:  (ARMS  Reprogramming). 


MODERN  WR  AMMUNITION:  (Supports  Army  Modernization). 


MODERN  WR  MISSILES:  Supports  Army  Modernization. 


OTHER  WR  AMMUNITION:  (Replaces  Stocks  Used  to  Support  Training). 


PRODUCTION  BASE  SUPPORT: 


OTHER  NEEDED  AMMUNITION:  (Includes  Other  Modem  Munitions  and 
Replace  War  Reserves  which  can  be  executed). 


120mm  Tank,  M829A2 $82 

SAOARM 18 

Total  $100 

120mm  Tank,  M829A2 $10 

120nim  Moftar,  Smoke  20 

155mm  Extended  Range,  HE  M795 20 

60mm  Ilium  10 

155mm  SADARM  4 

Total  $54 

MLRS  $5 

JAVELIN 2 

Total  $7 

40mm  HEPD,  M430,  F/MK-19  $10 

HYDRA  70  Rocket,  Smoke,  M264 20 

25mm  HEI-T,  M792  10 

Total  $40 

Production  Base  Support  $35 

Demilitarization  of  Ammo  10 

Total  $45 

VOLCANO  .  $55 

SWM  20 

Demo  Munitions  10 

40mm  HEPD,  M430,  F/MK-19  6 

HYDRA  70  Smoke,  M264 7 

25mm  HEI-T,  M792  10 

Total  $108 

Total  Funding  $364 


COUNTER-TERRORISM 

Senator  McCain.  Preliminary  reports  are  that  the  President's  proposals  for  new 
authorities  to  combat  domestic  terrorism  may  rely  to  some  extent  on  the  participa- 
tion or  assistance  of  U.S.  military.  Specifically  the  media  has  reported  that  the  mili- 
tary will  be  asked  to  participate  in  some  way  in  domestic  criminal  investigations. 
Is  it  your  understanding  that  the  U.S.  military  will  be  asked  to  assume  new  respon- 
sibilities under  the  President's  counter-terrorism  proposals? 

General  SULLIVAN.  With  the  exception  of  assistance  provided  under  specific  stat- 
utes, such  as  18  use.  Section  831,  to  enforce  prohibited  transactions  involving  nu- 
clear materiels.  Department  of  Defense  personnel  are  generally  prohibited  from  pro- 
viding any  direct  assistance  (search,  seizure,  arrest,  or  similar  confrontation  with 
civilians)  to  civilian  law  enforcement  agencies.  Before  military  assistance  may  be 
provided  under  18  USC,  Section  831,  tne  Secretary  of  Defense  and  the  Attorney 
General  must  concur  that  an  emergency  situation  exists  that  poses  a  serious  threat 
to  the  interests  of  the  United  States  and  civilian  law  enforcement  personnel  are  not 
capable  of  enforcing  the  law.  Provision  of  assistance  by  Department  of  Defense  must 
not  adversely  affect  military  preparedness.  The  proposed  legislation  would  provide 
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for  the  Attorney  General  to  request  the  same  assistance  in  the  enforcement  of  of- 
fenses involving  chemical  and  biological  weapons  as  currently  may  be  provided  to 
enforce  prohibited  transactions  involving  nuclear  materials. 

Senator  McCain.  What  is  your  view  of  this  possible  new  mission  for  the  military? 

General  SULLlVAN.  The  proposed  legislation  may  not  significantly  impact  on  the 
military.  It  is  Department  of  Defense  policy  to  cooperate  with  civilian  law  enforce- 
ment to  the  extent  practical.  The  implementation  of  this  new  authority  shall  be  con- 
sistent with  the  needs  of  national  security  and  military  preparedness,  the  historic 
tradition  of  limiting  direct  military  involvement  in  civilian  law  enforcement  activi- 
ties, and  the  requirements  of  applicable  law.  Department  of  Defense  Directive 
3025.1  (Military  Support  to  Civil  Authorities),  Department  of  Defense  Directive 
5525.5  (Department  of  Defense  Cooperation  with  Civilian  Law  Enforcement  Offi- 
cials), Department  of  Defense  Directive  3025.12  (Military  Assistance  for  Civil  Dis- 
turbances), and  Department  of  Defense  Directive  3150.5  (Department  of  Defense  Re- 
sponse to  Improvised  Nuclear  Device  Incidents)  are  the  governing  Department  of 
Defense  Directives  which  describe  procedures  under  which  Department  of  Defense 
provides  support  to  civil  authorities. 

WEAPONS  OF  MASS  DESTRUCTION 

Senator  McCain.  One  of  the  deficiencies  identified  in  the  1994  Defense  Science 
Board  Report  on  military  readiness  was  the  lack  of  preparedness  to  respond  to  the 
threat  or  use  of  weapons  of  mass  destruction.  Use  of  persistent  chemical  agents  on 
ports,  for  example,  was  found  to  be  a  crippling  blow  to  the  ability  of  our  forces  to 
carry  out  their  missions.  What  has  been  done  to  redress  this  serious  shortfall? 

General  Sullivan.  Significant  steps  have  already  been  taken  to  address  Weapwns 
of  Mass  Destruction  (WMD)  challenges.  Theater  Ballistic  Missiles  and  cruise  mis- 
siles are  a  particular  threat  for  delivery  of  WMD.  Army  and  Joint  Theater  Missile 
Defense  (TMD)  enhancement  programs  include: 

(1)  Active  Defenses:  Patriot  missile  product  improvements  (beginning  in  fiscal 
year  1998)  will  enhance  the  ability  to  defeat  numerous  attacking  theater  missiles 
(TMs).  The  Theater  High  Altitude  Area  Defense  (THAAD)  system  (fielding  fiscal 
year  2002)  will  provide  the  capability  to  defeat  long  range  ballistic  missiles  as  they 
reenter  the  atmosphere  and  before  they  deliver  their  payloads.  The  most  urgent  re- 
maining need  is  for  a  capability  to  kill  cruise  missiles,  Unmanned  Aerial  Vehicles 
(UAVs),  and  very  short  range  ballistic  missiles.  Only  Corps  SAM  (Surface-to-Air 
Missile),  which  cannot  be  fielded  before  2007  due  to  funding  constraints,  addresses 
this  aspect  of  the  treat  spectrum. 

(2)  Passive  Defenses:  The  Army  is  steadily  improving  its  chemical  and  biological 
defense  capabilities.  New  protective  masks  are  entering  the  field  now.  A  Biological 
Detection  Company  will  activate  in  1996  to  provide  a  first  time  ever  capability  to 
protect  deployed  units  from  biological  weapons  attack.  The  first  chemical  agent 
standoff  detector  will  enter  the  force  in  fiscal  year  1995.  Work  continues  on  a  stand- 
off biological  agent  detector  to  be  fielded  in  fiscal  year  2003.  The  Joint  service  Light 
Weight  Integrated  Suit  Technology  (JSLIST)  program  will  provide  our  forces  with 
vastly  improved  protective  clothing.  The  Army  is  participating  in  a  Joint  Staff  study 
of  decontamination  of  ports,  air  bases  and  large  logistical  facilities.  The  results  wiU 
point  out  the  doctrine,  training,  force  structure  and  equipment  enhancements  need- 
ed to  solve  a  difficult  technical  and  logistical  challenge. 

(3)  Battlefield  Management  (BM)/Command,  control,  communications  and  Intel- 
ligence (C^I):  Next  generation  UAVs  (fielding  fiscal  year  1995)  and  UAVs  under  de- 
velopment will  provide  real-time  TM  target  verification.  Advanced  Synthetic  Aper- 
ture Radar  System  (ASARS)  and  Joint  Surveillance  Target  Attack  Radar  Station 
Modules  (fielding  now  through  fiscal  year  1998)  will  process  data  from  multiple  sen- 
sors within  the  short  timelines  required  to  defeat  mobile  TM  launchers.  Joint  Tac- 
tical Ground  Stations  (JTAGS)  (fielding  fiscal  year  1996)  will  provide  direct  satellite 
downlink  for  rapid  target  detection  and  targeting.  It  is  vital  that  the  Army  retain 
direct  access  to  these  systems  in  order  to  be  able  to  effectively  execute  both  passive 
and  active  defensive  measures. 

(4)  Attack  Operations:  Army  tactical  missile  system  (ATACMS)  pre-planned  prod- 
uct improvements  (P^I)  will  provide  increased  range  to  destroy  theater  missiles  on 
the  ground  (fielding  fiscal  year  1998)  Apache  D  (fielding  fiscal  year  1998)  and  Co- 
manche (fielding  to  be  determined)  helicopters  will  have  improved  sensors  and 
weapons  systems  to  enhance  location  and  destruction  of  TMs  on  the  ground.  Special 
Operations  Forces  provide  a  significant  capability  for  both  attack  operations  and  in- 
telligence collection. 


76 

MILITAHY  READINESS 

Senator  McCain.  An  article  in  the  April  17,  1995  edition  of  Defense  News  con- 
tained the  following  quote:  "While  near  term  investments  in  equipment  and  troop 
pay  raises  are  sound.  Navy  and  Marine  Corps  long-term  modernization  plans  are 
under-funded,  Navy  and  Marine  Corps  officials  warn."  According  to  the  same  article, 
without  additional  funding  for  required  ships,  submarines  and  aircraft,  the  Navy 
will  not  be  able  to  sustain  its  projected  fleet  of  345  ships  by  the  year  2000  that  was 
mandated  in  the  Pentagon's  1993  review  of  long-term  requirements  and  force  struc- 
ture. 

Is  the  1993  force  structure  of  345  ships  no  longer  the  guiding  principle  behind  the 
Navy's  force  structure  plans,  or  is  the  Navy  in  fact  falling  behind  the  acquisition 
power  curve? 

Admiral  BOORDA.  The  Navy  remains  committed  to  the  Bottom-Up  Review  force 
structure  of  346  ships  by  fiscal  year  1999.  Although  reduced  defense  funding  has 
caused  our  recapitalization  plans  to  slip  while  we  addressed  more  immediate  readi- 
ness and  quality  of  life  requirements,  retention  of  older  systems  will  be  sufficient 
to  meet  our  short  term  needs  while  increased  procurement  levels  in  the  later  years 
of  the  FYDP  get  us  back  to  planned  force  levels. 

Senator  McCain.  Admiral  Lopez  has  stated  that  the  Navy  requires  $4  to  $5  bil- 
lion a  year  in  additional  funding  annually  after  the  turn  of  the  century  to  meet  ship- 
building modernization  goals.  He  also  indicated  that  savings  are  tne  only  antici- 
pated source  of  these  funds. 

Do  you  see  any  realistic  way  to  realize  the  level  of  savings  required  to  meet  your 
shipbuilding  modernization  goals  through  the  BRAC,  force  structure  reductions,  ac- 
quisition reform  and  inventory  requirements? 

Admiral  BoORDA.  Yes,  our  goals  are  achievable.  Resources  for  recapitalization  will 
come  from  those  savings  and  also  from  real  program  growth  in  outyear  ship  con- 
struction and  aircraft  procurement.  I  caution,  however,  that  the  plan  relies  signifi- 
cantly upon  assumptions  that  we  can  realize  substantial  savings  in  the  aforemen- 
tioned infrastructure  costs.  As  we  have  already  implemented  many  of  the  more  obvi- 
ous infrastructure  reductions,  we  continue  to  explore  new  ways  to  reduce  costs  by 
streamlining  processes,  encouraging  efficiencies,  and  developing  innovative  concepts. 
Another  factor  that  is  crucial  to  our  plans  is  the  ability  oi  the  Congress  to  achieve 
a  stable  and  predictable  level  of  funding  across  the  FYDP.  Our  ability  to  manage 
the  Navy  and  meet  our  goals  for  future  force  structure  can  be  seriously  impaired 
by  large  differences  between  current  top  line  assumptions  and  the  amounts  actually 
appropriated  in  future  budget  years. 

Senator  McCain.  It  is  my  understanding  that  maintaining  a  345-ship  fleet  and 
the  associated  aircraft  to  fill  the  flight  decks  requires  the  Navy  to  buy  three  or  four 
warships  a  year  and  the  requisite  number  of  aircraft  to  go  with  them.  The  Navy's 
fiscal  year  1996  shipbuilding  budget  of  $5  billion  provides  for  only  2  DDG-51s  and 
one  Seawolf  submarine;  the  fiscal  year  1997  budget  drops  to  $4  billion  for  3  DDG- 
51s.  However,  tactical  aircraft  procurement  is  dramatically  underfunded,  at  just  15 
Navy  tactical  aircraft  in  fiscal  year  1996  and  16  in  fiscal  year  1997. 

Do  you  agree  that  the  Navy  should  be  spending  $8-$  10  billion  in  order  to  main- 
tain the  ships  and  aircraft  required  to  sustain  a  ready  fleet  into  the  21st  Century? 

Admiral  BoORDA.  There  is  no  question  that  reduced  defense  spending  caused  our 
recapitalization  plans  to  slip  while  we  addressed  more  immediate  readiness  and 
quality  of  life  requirements.  Higher  expenditures  are  necessary,  and  in  fact  our  SCN 
(ship  construction)  and  APN  (aircraft  procurement)  plans  for  the  later  years  of  the 
FYDP  which  are  reflected  below  show  a  progressive  increase.  As  long  as  future  de- 
fense spending  remains  stable  and  meets  current  topline  assumptions,  we  remain 
confident  that  our  modernization  investments  are  still  on  track  to  meet  the  force 
requirements  of  th^  21st  Centuiy. 

PRESIDENTIAL  BUDGET  FISCAL  YEAR  1996  SCN/APN  PLAN 

Fiscal  year  (Numbers) 


Ship: 

CVN  

SSN-23 
NSSN  .... 
DOG-51 
LHD-1  .. 
LPD-17 


1996 

199J 

1998 

199S 

1 

2000 

2001 

AP* 

0 

AP* 

1 

0 

0 

0 

0 

0 

0 

1 

0 

1 

0 

2 

3 

2 

3 

3 

3 

0 

0 

0 

0 

0 

1 

0 

0 

1 

0 

2 

2 
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PRESIDENTIAL  BUDGET  FISCAL  YEAR  1996  SCN/APN  PLAN— Continued 

Fiscal  year  (Numbers) 


1996  1997  1998  1999  2000  2001 


T-ADC  (X)  0  0  0  0  10 

TAGOS  0  0  0  10  0 

Ocean  Research 0  0  0  10  0 


Subtotal  (dollars  in  millions)  $4,380       $3,157       $6,413       $4,092       $7,559       $8,144 


Aircraft: 

E-2C  3  4  4  4  4  4 

AV^B  (R) 4  12  12  12  12  12 

F/A-18  C/D  12  0  0  0  0  0 

F/A-18  E/F 0  12  24  36  36  48 

SH-60R 0  0  0  4  15  15 

■M5  12  12  12  12  12  12 

JPATS  0  0  0  0  8  24 

MIA  (V-22) 0  4  5  7  8  9 

VERTREP  0  0  0  4  8  9 


Subtotal  (dollars  in  millions)  $3,883       $6,880       $7,857       $9,073       $9,167       $9,175 

Total  (dollars  in  millions)  $8,263     $10,037     $14,270     $13,165     $16,826     $17,319 

Senator  McCaIN.  As  the  A-6E  goes  out  of  service  next  year,  it  is  clear  that  we 
do  not  have  a  legitimate  replacement  on  line  yet.  The  F/A-18E/F  (the  Navy's  follow- 
on  strike  aircraft  and  most  lo^cal  heir  to  the  A-6E  role)  is  not  due  to  enter  the 
fleet  until  2001.  Further,  the  Navy's  decision  last  January  to  strike  the  Iowa-class 
battleships  removes  yet  another  option  for  the  fire  support  of  troops  ashore. 

Do  you  foresee  a  period  of  time  where  equipment  inventories  alone  will  leave  our 
forces  fitting  in  the  littorals  at  risk  due  to  shortages  of  fire  support? 

Admiral  BOORDA.  To  address  the  existing  deficiency  in  supporting  ground  maneu- 
ver forces,  the  Navy  is  proceeding  with  improvements  to  the  existing  Mk  45  5-inch 
gun  to  be  fielded  prior  to  2001.  Improvements  include  modifications  to  the  gun  sys- 
tem and  development  of  a  gun-launched  GPS/INS  guided  munition.  A  suppkmental 
analysis  to  the  Naval  Surface  Fire  Support  COEA  has  been  initiated  to  evaluate  fis- 
cally appropriate,  near  term  alternatives  capable  of  being  introduced  in  the  fleet 
prior  to  2001.  In  the  supplemental  study,  analysis  will  focus  on  assessing  modifica- 
tions to  the  Mk  45  5-inch  gun  and  a  preliminary  assessment  of  missile  alternatives 
that  can  be  utilized  for  providing  fire  support. 

Senator  McCain.  Does  it  make  any  sense  to  strike  the  /ou;a-class  battleships  be- 
fore we  have  an  operationally  tested  and  proven  follow-on  in  place? 

Admiral  BoORDA.  Under  the  Navy's  "Forward.  .  .  From  the  Sea"  doctrine,  the 
battleships  could  not  be  made  available  in  time  to  participate  in  a  Major  Regional 
Conflict  (MRC).  Naval  Sea  Systems  Command  has  estimated  that  it  will  take  12 
months  to  get  a  battleship  reactivated  whereas  an  MRC  has  an  anticipated  duration 
of  45  days.  Thus,  any  contribution  by  the  /ou;a-class  ships  to  providing  Naval  Sur- 
face Fire  Support  (NSFS)  for  our  marines  and  soldiers  ashore  is  doubtiul.  Navy  re- 
mains committed  to  providing  NSFS  for  littoral  warfare  and  programs  which  will 
enable  us  to  provide  support  from  longer  ranges  and  with  greater  accuracy  than 
ever  before. 

MAINTAINING  CURRENT  READINESS  AT  THE  EXPENSE  OF  FXITURE  READINESS 

Senator  McCain.  Would  you  agree,  uncategorically,  that  you  have  been  forced,  by 
inadequate  budget  levels  or  misallocated  funding,  to  sacrifice  the  optimum  readiness 
of  your  service  in  the  year  2001  to  maintain  today's  readiness? 

Admiral  Boorda.  ^fone  of  Navy's  readiness  measures  currently  indicate  a  decline 
in  long-term  readiness.  That  said,  it  has  become  very  difficult  to  maintain  the  cor- 
rect balance  in  our  readiness  accounts.  There  just  is  very  little  flexibility  in  the  exe- 
cution of  readiness  funds. 

The  focus  today,  as  it  should  be,  is  on  near-term  readiness.  Secretary  of  Defense 
has  directed  that.  You  cannot,  in  good  conscience,  send  people  out  on  deployments 
into  crisis  situations  without  having  them  at  the  peak  of  readiness.  Therefore,  we 
must  focus  on  near-term  readiness.  We  have  done  that  at,  in  some  degree,  the  det- 
riment of  long-term  modernization.  We  are  still  funding  some  good  programs,  such 
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HH  Um-  K/A  lHK/^'  (iK'xt  ^''^'THticn  viiriiiiil  of  llu*  Horiu't  fiHhU»r/HttHck  aircTHfl).  Wo 
iin*  Htill  IniildinK  Arlcitjn  Hiirk«"H,  nllhougl)  in  riHciil  yvnr  195H)  tho  biidj^el  cxintainn 
only  two.  Wf  nr«'  Htill  hiiihiin^  tho  Svawolf  Hiibiiiariiu'.  We  would  likr  to  build  the 
Iil'l)  17  (iM'w  cIjihh  of  iiiiipbibioiiH  iihsiiiiII  Hbips)  in  ii  coiiplr  of  yonrH.  Wo  would  like 
to  Juivo  built  it  hooimt,  l)iit  wo  didn't  havo  tlw  nionoy. 

Tho  pn)bloni  iH  not  tliat  wo  aio  not  niodorni/.in^  our  forooH  the  pn)blom  is  that 
wo  an-  not  building  onough.  Iftho  Navy  stays  at  this  modorni/.ation  pace,  over  time 
the   (loot  will  got  oldor  and  nioir  obsoioto.  Wo  don't  want  that  to  hapix-n.  Simply 

t)ut,  w<'  oan't  havo  low  Hhipbuildint{  and  proniroiuont  budj^ots  like  this  mr  very  long 
M'foro  the  Navy  ia  in  tn)ublo. 

Ah  y«)u  know,  our  modorni/.ation  phin  is  dopondont  U}K)n  our  ability  to  shod  older, 
loHH  capablo  nhipn  aiul  i«iirrafl  and  attain  shore  inlrastructuro  base  closures.  If  we 
an'  Jinablo  to  apnly  realized  foivo  stnutui-e  ivduetion  savings  to  our  ship  and  air- 
orafl  building  ana  modorni/.alion  pn)grams,  as  planned,  our  plan  to  bo  ready  in  2001 
will  rtHjuire  additional  funding. 

In  Htriving  for  baliinoo  among  fortx'  stnictuix*,  readinosH,  and  modernization,  our 
building  programs  iir»>  not  an  robust  as  tlioy  havo  boon  in  the  past;  wo  havo  reluc- 
tantly slowed  modernization.  Hut  given  the  funds  available,  I  believe  wo  have  made 
the  right  choicofl  to  ensure  both  current  and  long-term  Navy  readiness. 

MII.ITAHY  UKAOINKSS 

Senator  McCain.  Asauming  your  ivtiuosls  wort'  not  bounded  by  fiscal  or  (K)litical 
considerations,  wliat  additional  funding  would  you  n*t]uost  to  ensure  tliat  your  serv- 
ice arrived  in  '^OOl  in  a  jH'iik  stat*-  of  ix-adinoss?  To  which  pn)grams  or  activities 
would  you  di'dicato  this  funding  in  order  of  piiority? 

Admiral  Hookda  If  additional  j)rocunMnoiit  funds  InHamo  available,  they  would 
bo  pn)grammojl  as  follows; 

lOolbrs  m  millionj) 

Fiscal  ynti 
1996  1997  1998  1999  2000  2001  Toltl 

DOG-51  $650  $0  $688  $0  $0  $0  $1,338 

LPO-17  1,140  0  ?lb  l,b/6  0  0  2,931 

Squadron  buyback 0  143  ??/  234  239  2b  1  1,094 

F/A18C  b86  570  51  0  0  0  1,207 

FfG  biiybacK  0  106  122  126  184  277  81b 

LHO  7  0  1,600  0  0  0  0  1,600 

AOt-11  0  0  0  0  728  0  728 

hscal  year  2001  NSSN  0  0  0  117  165  1.280  1,562 

Sustainability 30  123  78  80  83  91  485 

S<'nat«)r  McCaIN.  Assuming  your  ix'quosts  woit<  not  bounded  by  fiscal  or  political 
consitl«Mations.  what  funding  and  |)n)giams  would  you  incix'aso  to  onsuiv  that  your 
servic*'  arrivoti  in  "2001  in  (x-ak  stat»>  of  pivpaix-dnoss  to  conduct  its  missions  jointly 
in  coi\iuncti(ui  with  Iho  otiu'r  sorvicos? 

Admiral  lUx>ul>A.  This  iiuostij>n  must  Ix'  answonui  in  two  parts.  First  and  fon^- 
most,  I  would  make  sutx*  tnal  wo  continue  to  adequately  fuiui  all  issues  related  to 
Navy  n'adino.ss  and  modornization  A  woll-trainod.  woll-equipix"d  and  well-sustained 
Navy  is  the  most  imjxirtant  c«mtribution  wo  can  nuike  to  suix-ossful  joint  operations. 
Toward  that  end.  I  wouKl  bo  osfH-cially  careful  to  a>ntinuo  full  funding  of  our 
OI'TKMI'O  and  Flying  Hour  accounts.  1  would  al.stj  like  to  actx'lorato  our  n^capital- 
ir.ation.  As  yrni  know,  roix-nl  builgot  ix'alitios  havo  n'quired  us  to  focus  on  near  term 
reiidinoss  at  the  oxponso  of  building  ships  and  aiixTall  at  the  rate  we  would  like 
and  l«'l^  us  with  a  significant  pnuinx-mcnt  bow  wave  to  climb  allor  the  FYDP.  In 
a  txunplotoly  uucouHt rained  fiscal  cnvin)nmont,  1  would  start  to  llatten  that  bow 
wave  now. 

If.  al\er  aixximplishing  this,  additional  funds  were  still  available,  I  would  acceler- 
ate dovoloumont  and  fioliliiifj  of  a  multitude  of  now  and  iXMiding  systems  which  will 
gixMitly  onnanco  our  joint  int«'iMixMabilitv  Tliose  run  the  gamut  fix>m  joint  C*\ 
((^ommand.  t\>ntn>l.  (  ommunications  anil  lutt'lligi'iue)  systems  such  as  Joint  Tac- 
tical Information  Display  Syslom^v^lultifunctional  Information  Disnlay  Systems 
(.ITIDS/MinS)  to  fully  intoninorablo  munitions  such  as  .Joint  Stanu-OIT  Weapon 
(,IS()W)  and  .Joint  Uiixnt  Attack  Munitions  (.JPAM).  to  incix'asingly  a>mmon  aimmu- 
nications  and  logistics  systems. 
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Senator  M(^CaIN.  AHsuminfj  that  the  iniiiiniuin  planning  acenario  ia  the  two  MU(y 
scenario,  in  your  personal  view,  can  we  currently  meet  that  thixMit  witli  the  "over- 
whelmin>(  force"  promulgated  by  former  (/hairman  of  the  .loint  (Chiefs  of  Stad",  (-olin 
Powell? 

Admiral  HOORDA.  I  am  tx)nfident  tliat  the  fon*e  and  capability  objectivea  we  arc 
building  toward  are  alxnit  right.  Once  we  reach  the  force  and  capability  objectivea, 
and  field  the  enhancement.s  ttiat  came  out  of  the  Hottom-Up  Ueview,  we  wilflx*  able 
to  fight  and  win  two  nearly  HimultamH)UH  ivgional  «)nniciH  at  an  actx'ptable  risk. 

ABILITY  T()  CAIUtV  OIJT  MISSIONS  ASSICNKI)  IN  20»)I 

Senator  McCain.  In  vour  personal  view,  what  additional  funding  or  other  aupport 
is  reciuired  to  ensure  that,  in  the  year  2001,  your  service  is  fully  n>ady  to  meet  the 
postulated  threats  of  the  next  century  and  to  carry  out  its  assigned  missions? 

Admiral  HooROA.  In  my  opinion,  our  current  l*iscal  years  liJDG  191)7  budget  sub- 
mission and  fiscal  years  199H  '2(K)1  programming  strategies  are  designed  to  fully 
meet  postulated  threats  of  the  next  century  and  to  ensure  Navy  is  able  to  cari-y  out 
its  assigned  missions. 

That  said,  we  must  ensure  that  unanticipated  and  unplanned  real-world  contin- 
[encies  are  funded  through  timely  supplemental  appropriations.  Without  such  reim- 
ursements,  future  readiness  accounts  would  be  thix-atened. 

Also,  I  n*main  concerned  alK)ut  our  ability  to  moderni/.e  our  Navy  for  the  chal- 
lenges which  await  it  in  the  21st  (Vntui-y.  As  you  know,  our  modernization  plan 
is  dependent  upon  our  ability  to  shed  t)lder,  less  capable  ships  and  airtrad  and  at- 
tain aliore  infrastructure  base  dosuix-s.  If  we  are  unable  to  apply  reali/.<ul  forcv 
structure  n*duction  savings  to  our  shin  and  aircrall  building  and  moderni/.al^on  pix)- 
grams,  as  planned,  our  plan  to  be  ready  in  2001  will  require  additional  fundifig. 

In  striving  for  balance  among  force  stnictun',  readiness  and  moderni/.ation  our 
building  pn)grams  are  not  as  n)i)UHt  as  they  have  been  in  the  past;  we  have  reluc- 
tantly slowed  moderni/.ation.  But  given  the  funds  available,  I  believe  we  have  made 
the  right  choices. 

Senator  McCain.  As  you  know,  diverting  funding  to  peacektn^ping,  humanitarian 
assistance,  and  other  non-traditional  op<*rations  has  cut  into  the  readiness  of  our 
Armed  Forces.  I*ut  aside  for  a  moment  the  administration's  pn)|>oH(>d  Ueadiness 
Preservation  Authority,  which  allows  tlie  services  to  draw  bn)a(tly  fn)m  all  funding 
accounts  to  pay  for  those  operations;  I  do  not  supjK)rt  this  "blanK  check"  approach 
to  budgeting.  What  is  your  assessment  of  an  alternative  pn)|K)sal  that  would  require 
the  administration  to  seek  a  full  supplemental  for  all  costs  relating  to  any  non-tradi- 
tional op«.>rations  within  .'10  or  (>0  days  of  cx)mmencement  of  the  ojK'ration?  Under 
this  type  of  plan,  if  the  opt>ration  lasted  longer  than  originally  anticipated  and  budg- 
eted, a  second  supplemental  would  be  required. 

Admiral  BooRDA.  I  .support  seeking  supplemental  appn)priations  for  contingency 
operations  in  the  most  timely  manner  feasible.  However,  since  tlie  scofx"  of  these 
operations  may  change  significantly,  I  am  op|H)sed  to  setting  sjx'cific  deadlines  for 
submission  of  a  supplemental  request,  or  for  projecting  the  duration  of  a  given  oper- 
ation. This  apnroach  a)uld  result  in  retjuests  for  supplemental  appropriations  which 
are  significantly  under  or  overstated,  and  niay  unnecessarily  interfere  with  reipiired 
operations.  This  would  be  especially  true  for  a)ntingency  operations  that  start  late 
in  the  fiscal  year  which  could  rvsult  in  readiness  impacts. 

Senator  1V1(^Cain.  In  my  view,  this  proposal  has  none  of  the  basic  problems  of  the 
War  Powers  Act,  yet  it  would  ix'tpiire  both  the  administration  and  Congress  to  act 
quickly  to  provide  adecjuate  fuiuiing  to  conduct  such  ojx-rations.  ('ould  you  suggest 
any  specific  improvements  to  such  a  pnxedure? 

Admiral  BoORDA.  An  alternative  would  be  the  appropriation  of  additional  funding 
to  a)ver  the  a)sts  of  unsp<>cified  contingency  ojx'rations.  Absent  this,  I  suj)[K)rt  the 
administration's  proposal  for  Readiness  Preservation  Authority. 

DKKKNSK  SIJI'IM.KMKNTAL 

Senator  M(-Cain.  Congress  recently  passed  a  fiscal  year  199r>  Defense  Supple- 
mental to  restore  funding  to  readiness  accounts  that  had  Ix-en  tapix-d  to  supjx)rt 
contingency  operations  last  year.  Was  the  level  of  funding  provided  for  your  service 
adeouate  to  restore  the  readiness  accounts  to  their  necessary  levels? 

Admiral  BooRDA.  For  all  contingency  ofx-rations,  yes.  Navy  still  has  a  Flying 
Hours  l*rogram  shortfall  which  we  plan  to  address,  to  the  maximum  extent  iK)ssible, 
within  the  ()M,N  Appn)priation,  with  the  balance  finanwd  in  tlie  Omnibus 
Rcprogramming.  This  was  a  re(juirement  previously  identified  in  our  199()  budget 
submission. 

Senator  McCain.  Has  this  additional  funding  been  allocated  yet  to  your  services? 
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Admiral  Boorda.  As  I  understand  it,  Navy  has  just  received  the  Obligational  Au- 
thority associated  with  the  Emergency  Supplemental. 

Senator  McCaIN.  What  are  the  adverse  impacts,  if  any,  of  the  recisions  of  defense 
funds  taken  in  that  bill  to  make  it  deficit  neutral? 

Admiral  BoORDA.  For  Navy,  there  will  be  some  impact  in  some  areas — Science 
and  Technology,  FFRDCs  and  Naval  Reserve  accounts — as  a  result  of  the  recisions 
of  defense  funds  taken.  We  have  the  flexibility  to  work  around  these  recisions  and 
I  anticipate  no  significant  near-term  impact  to  Navy. 

PRIVATIZATION  OF  BASE  SUPPORT 

Senator  McCain.  Privatization  of  support  activities,  such  as  depot  maintenance 
and  base  support  operations,  is  gaining  in  popularity  in  the  Congress.  Do  you  sup- 
port privatizing  most  base  support  operations  not  directly  related  to  military  capa- 
bility, including  fire  fighting  and  base  security? 

Admiral  BoORDA.  Yes,  I  support  privatizing  all  non-core  support  operations  when 
this  support  can  be  accomplished  economically.  We  have  ample  experience  dem- 
onstrating that  increased  reliance  on  the  private  sector  can  result  in  savings  with- 
out any  adverse  effects  on  readiness.  In  addition,  privatizing  non-core  functions  has 
the  added  bonus  of  freeing  our  warfighters  to  focus  their  attention  on  their  primary 
core  mission  areas.  I  do  not  think  any  non-core  function  should  be  exempt  from  con- 
sideration, including  functions  such  as  security  guards  and  firefighting  which  we 
have  successfully  contracted  in  the  past.  For  this  reason,  we  strongly  support  the 
proposal  to  lifl  the  prohibition  in  10  USC  2465  against  any  new  contracting  for  secu- 
rity guards  and  firefighters.  We  also  support  initiatives  to  provide  our  commanders 
with  more  Hexibility  to  outsource  when  it  makes  sense  to  do  so. 

PRIVATIZATION  OF  DEPOT  MAINTENANCE 

Senator  McCain.  Do  you  support  privatizing  the  military  depot  system,  if  cost 
savings  can  be  validated? 

Admiral  BooRDA.  The  Navy  supports  a  market-driven  industrial  strategy  which 
emphasizes  a  partnership  with  the  private  sector.  This  strategy  maintains  mission- 
essential  core  capability  in  public  depots  and  directs  above-core  work  to  the  private 
sector.  I  believe  our  market-driven  approach  will  enable  us  to  gain  maximum  effi- 
ciencies and  reduce  costs.  It  is  a  far  more  disciplined  and  balanced  approach  than 
full  privatization  because  it  draws  upon  the  maintenance  capabilities  of  both  the 
private  and  public  sectors  to  meet  fleet  requirements.  It  provides  a  mechanism, 
through  private-private  competition,  to  obtain  the  best  value  commercial  repairs, 
while  preserving  the  critical  organic  core  capability  we  must  have  to  ensure  a  ready 
and  controlled  source  of  technical  competence. 

PRIVATIZATION 

Senator  McCain.  Privatization  of  support  activities  such  as  depot  maintenance 
and  base  support  operations  is  gaining  in  popularity  in  the  Congress.  Do  you  have 
suggestions  for  privatizing  other  programs,  such  as  aircrew  physiology  training  or 
health  programs? 

Admiral  BoORDA.  The  specific  medical  program  to  which  you  refer — aircrew  physi- 
olo©^  training— does  not  lend  itself  to  privatization  for  several  reasons.  The  scope 
of  Navy  and  Marine  Corps  physiological  training  is  well  beyond  civil  aviation  capa- 
bilities or  the  typical  civilian  instructor  experience  base.  Naval  Aerospace  Physiolo- 
gists are  our  fleet  experts  in  topics  such  as  night  vision  goggle  technology  and 
human  factors,  aviation  chemical/biological  defense  systems,  aviation  life  support 
systems  (flight  equipment),  laser  threat  and  safety.  Instructor  credibility  and  qual- 
ity of  instruction  are  at  risk  with  privatization  of  this  training. 

With  respect  to  health  care,  some  of  the  health  care  services  within  the  Military 
Health  Services  Systems  (MHSS)  have  been  contracted  to  civilian  health  care  pro- 
viders for  some  time.  In  addition,  the  Defense  Health  Program  is  in  the  process  of 
implementing  the  Tricare  managed  health  care  program  to  further  iKiprove  delivery 
of  and  access  to  health  care  by  means  of  comprehensive  support  contracts  with  civil- 
ian providers.  Tricare  regional  managed  care  support  contracts  will  provide  quality 
civilian  health  care  beyond  the  capability  of  uniformed  providers  to  complete  a 
seamless  health  benefit. 

As  I  have  stated  before,  I  support  privatization  and  outsourcing  of  non-core  sup- 
port services  when  this  support  can  oe  accomplished  economically.  We  are  looking 
at  a  number  of  candidates  lor  partial  or  full  privatization  as  well  as  the  adoption 
of  commercial  practices  where  it  makes  sense  and  where  it  improves  the  level  of 
support  to  the  warfighter.  The  ongoing  review  of  this  area  by  the  President's  Roles 
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and  Missions  Commission  is  a  step  in  the  right  direction,  and  I  look  forward  to  the 
Commission's  recommendations. 

CONGRESSIONAL  ADDITIONS  TO  MILITARY  CONSTRUCTION 

Senator  McCain.  Over  the  past  6  years,  Congress  added  approximately  $5.5  bil- 
lion in  unrequested  military  construction  projects,  within  the  topline  of  a  declining 
defense  budget.  What  is  your  assessment  of  the  impact  on  readiness  of  these  add- 
ons? 

Admiral  BOORDA.  The  majority  of  the  projects  that  were  added  to  the  Navy's  pro- 
gram had  a  positive  impact  on  readiness;  however,  to  the  extent  that  these  project 
additions  offset  higher  Navy  priorities  in  the  budget,  our  overall  readiness  may  have 
been  sub-optimized. 

Senator  McCain.  Do  you  support  the  criteria  for  evaluating  Members'  requests  for 
add-ons  that  was  adopted  for  the  Senate  last  year? 

Admiral  Boorda.  to  the  extent  that  the  criteria  outlined  in  your  letter  of  last 
year  reduces  congressionally  added  Milcon  projects  that  are  of  lesser  priority  than 
other  projects  or  requirements  already  in  our  budget,  I  believe  these  criteria  are  a 
positive  improvement.  The  Navy  goes  through  a  long  and  exhaustive  process  to 
prioritize  our  Milcon  projects  so  that  the  budget,  as  submitted,  reflects  the  projects 
that  we  believe  will  have  the  greatest  positive  impact  on  readiness. 

RESERVE  MILITARY  CONSTRUCTION  AND  FAMILY  HOUSING 

Senator  McCain.  Is  requested  military  construction  funding  for  the  Guard  and 
Reserve  adequate?  Is  the  requested  family  housing  budget  adequate? 

Admiral  Boorda.  Given  the  size  of  our  overall  military  construction  program,  the 
funding  requested  for  the  Reserve  program  is  the  minimum  adequate  level,  and  pro- 
vides the  facilities  needed  to  keep  the  Navy  Reserve  mission-ready  in  the  near  term. 
The  Navy  family  housing  budget  request  for  fiscal  year  1996  and  fiscal  year  1997 
is  affordable  given  the  fiscal  constraints  imposed  on  OSD.  The  fiscal  year  1996  re- 
quest is  23  percent  greater  than  fiscal  year  1995  and  includes  funds  to  replace  1,158 
homes  and  revitalize  an  additional  2,600  homes.  The  fiscal  year  1997  request  in- 
cludes funds  to  replace  942  homes,  construct  120  new  homes,  and  revitalize  an  addi- 
tional 2,110  homes. 

After  many  years  of  underfunding  of  maintenance  and  repair,  we  have  maintained 
our  quality  of  life  commitment  to  our  sailors  and  their  families  by  including  funding 
to  ebminate  the  housing  revitalization  backlog  of  $2.6  billion  by  fiscal  year  2005 
with  current  fiinding  levels,  which  will  also  repair  or  replace  the  42,000  unsuitable- 
Navy  family  housing  units  in  our  inventory  (the  57  percent  of  our  74,151  Navy- 
owned  homes  which  require  more  than  $15,000  per  unit  in  necessary  revitalization). 

We  have  14,700  Navy  families  living  in  homes  in  the  private  sector  that  are  un- 
suitable according  to  OSD  standards.  Lack  of  affordable  community  housing,  par- 
ticularly for  junior  enlisted  families,  is  a  primary  reason  for  this  condition.  The 
Navy  is  aggressively  addressing  family  housing  shortages  through  enhanced  housing 
referral  services,  the  Limited  Partnership  Program  authorized  by  Congress  in  fiscal 
year  1995  and  other  public/private  initiatives,  and  a  limited  amount  of  new  con- 
struction consistent  with  a  reduced  force  structure. 

The  Navy,  through  its  Neighborhoods  of  Excellence  (NOE)  program,  has  taken  a 
new  approach  to  meeting  the  needs  of  customers  through  quality  services  and  prod- 
ucts. Among  the  features  of  NOE  are: 

—  Comprehensive  information  and  referral  services  to  complement  a  moderate 
acquisition  program,  appropriate  for  a  reduced  force  structure; 

—  Courteous,  well-trained  housing  staffs  to  aggressively  identify  and  assist  fami- 
lies in  finding  suitable  housing  in  the  private  sector; 

—  Revitalized  neighborhoods  that  blend  aesthetic  design,  functionality,  environ- 
mental compatibility  and  reasonable  economy  in  construction  and  maintainability; 

—  Maintenance  done  ri^t  the  first  time  and  at  a  time  convenient  for  the  cus- 
tomer; 

—  Self-help  materials  and  training  provided  at  a  time  and  place  convenient  for 
the  customer; 

—  Upgraded  appliances  with  higher  quality  and  better  energy  efficiency; 

—  Provision  oi  window  coverings  to  lessen  move-in  expenses  for  occupants;  and 

—  Loaner  and  full  tour  furnishings  provided  to  families  overseas. 

base  closure 

Senator  McCain.  The  1995  base  closure  recommendations  of  the  Secretary  of  De- 
fense were,  frankly,  disappointing  in  that  they  were  significantly  scaled  back  from 
anticipated  levels.  Eliminating  unnecessary  infrastructure  is  essential  to  rational 
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downsizing  and  to  freeing-up  scarce  defense  resources  for  readiness,  quality  of  life, 
and  modernization.  Do  you  oelieve  it  is  necessary  to  conduct  yet  another  round  of 
base  closures? 

Admiral  BOORDA.  I  would  agree  with  the  Secretary  of  Defense  who  stated  earlier 
this  year  that  we  need  time  to  absorb  the  already  approved  closure  of  over  a  hun- 
dred major  bases  for  all  the  services,  but  we  are  continuing  to  refine  our  force  struc- 
ture and  our  mission.  Ultimately  we  can  probably  do  more  in  terms  of  base  closure. 

Senator  McCaIN.  Assuming  the  BRAC  makes  no  significant  changes  in  the  Sec- 
retary of  Defense  recommendations,  will  excess  infrastructure  remain  in  your  serv- 
ice at  the  completion  of  the  current  BRAC  round?  If  so,  can  you  estimate  the  annual 
cost  to  this  excess  infrastructure? 

Admiral  BoORDA.  The  Navy  has  achieved  its  BRAC  1995  goals.  Taken  in  conjunc- 
tion with  the  substantial  closures  and  realignments  in  BRAC  1993,  these  rec- 
ommendations represent  a  most  significant  initiative  to  align  the  infrastructure  of 
the  Department  of  the  Navy  with  the  forces  it  must  support.  Where  excess  capacity 
remains,  it  is  either  a  reflection  of  the  peculiarities  of  the  configurations  of  particu- 
lar types  of  installations  or  a  considered  decision  to  protect  future  flexibility. 

FUNDING  SHORTFALLS:  DEPOT  MAINTENANCE,  REAL  PROPERTY  MAINTENANCE  AND  BASE 

OPERATIONS 

Senator  McCain.  Please  provide  detailed  information,  by  fiscal  year  throughout 
the  FYDP,  on  shortfalls  in  the  following  categories  of  funding:  depot  maintenance, 
real  property  maintenance,  and  base  operations  funding.  Please  include  in  that  in- 
formation a  statement  of  the  ability  to  utilize  additional  funding  in  each  area  in 
each  fiscal  year. 

Admiral  BoORDA.  The  following  provides  information  regarding  ship  depot  main- 
tenance. It  does  not  include  aviation  or  other  depot  maintenance.  Although  the 
depot  capacity  exists  to  utilize  additional  funding,  ships  may  not  be  available  for 
maintenance  due  to  higher  priority  operational  commitments. 

0&M,N 

[Dollars  in  millions] 

Fiscal  year 


1996  1997  !998  199S  2000  2001 


Total  requirement  $2,387       $2,219       $2,154       $3,053       $3,173       $3,330 

Shortfall 135  243  760  909  897        1,068 

Percent  funded  94  89  65  70  72  68 


Tot^  shortfall  across  FYDP:  $4,012  million. 

O&M.NR 

[Dollars  in  millions] 


nscal 

yea 

r 

1996 

1997 

1998 

1999 

2000 

2001 

Total  Requirement  

$70 

$103 
24 
77 

$82 
23 
73 

$99 
29 
71 

$114 
12 
89 

$91 

Sfwrtfall  

Percent  funded         

0 

99 

5 
95 

Total  shortfall  across  FYDP:  $93  million. 

The  Navy  fiscal  year  1996  budget  request  includes  a  10  percent  increase  from  fis- 
cal year  1995  for  real  property  maintenance.  This  increase  represents  a  conscious 
decision  to  bring  under  control  the  growth  of  our  critical  backlog  of  facilities  mainte- 
nance and  repairs  at  those  installations  which  will  remain  after  BRAC  and  overseas 
closures.  The  request  also  sustains  the  increased  funding  for  bachelor  quarters  initi- 
ated in  fiscal  year  1994  to  fully  fund  recurring  maintenance  and  begins  to  fix  our 
barracks  backlog.  This  funding  level  is  maintained  throughout  the  outyears  of  the 
FYDP;  additional  RPM  funding  would  go  toward  reduction  of  our  projected  fiscal 
year  1996  critical  backlog  of  $2.1  billion,  and  demolition  of  excess  facilities  at  non- 
BRAC  bases.  The  following  additional  amounts  would  be  executable: 
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REAL  PROPERTY  MAINTENANCE  (RPM) 

[Then-year  dollars  in  millions.  OMN/OMNR] 

Fiscai  yesr 
1996  1997  1998  1999  2000  2001 

Budget  $1,082       $1,066       $1,118       $1,184       $1,218       $1,300 

Additional  75  226  213  173  179  137 

Total $1,157       $1,292       $1,331       $1,357       $1,397       $1,437 

The  amount  requested  for  other  aspects  of  base  operations  funding  represents  the 
minimum,  essential  executable  level  for  what  are  primarily  essentially,  "must-fund" 
requirements  such  as  port/airfield  operations,  utilities,  base  transportation,  tele- 
phones, fire  protection,  base  security,  base  administration,  trash  removal,  civilian 
salaries,  leases,  galleys,  base-level  data  processing,  human  resources  offices,  legal 
services,  travel,  training,  pest  control,  and  janitorial  services.  Additional  funding 
would  allow  further  enhancements  to  quality  of  life  programs  which  the  Navy  has 
continued  to  support,  such  as  bachelor  quarters  operations;  morale,  welfare,  and 
recreation;  child  development;  and  family  support: 

OTHER  BASE  OPERATING  SUPPORT  (OBOS) 

[Then-year  dollars  in  millions.  OMN/OMNR) 

Fiscal  year 
1996  1997  1998  1999  2000  2001  Total 

Requirement  $2,326       $2,368       $2,298       $2,243       $2,272       $2,375     $13,882 

Budget 2.174        2,247        2,157        2.099         2,125        2,241       13,043 

Shortfall  $152         $121         $141         $144         $147         $134         $839 

BACHELOR  QUARTERS  OPERATIONS 

[Then-year  dollars  In  millions,  OMN/OMNR] 


Requirement 

Budget 

Shortfall  $77 


Fiscal  y/tai 

1996 

1997 

1998            1999 

2000 

2001 

Total 

$160 
83 

$162 
88 

$164          $178 
102            111 

$190 
111 

$185 
110 

$1,039 
605 

$74 


$62 


$67 


$79 


$75 


$434 


MORALE,  WELFARE  AND  RECREATION 

[Then-year  dollars  in  millions,  OMN/OMNR] 


Requirement 
Budget 


Requirement 


Fiscal  year 

1996 

1997 

1998            1999 

2000 

2001 

Total 

$226 
160 

$240 
163 

$236         $244 
175           180 

$250 
185 

$254 
189 

$1,450 
1,052 

Shorfall 

$66            $77            $61            $64 

$65 

$65 

$398 

CHILD  CARE  CENTERS 

[Then-year  dollars  in  millions,  OMN/OMNR] 

Fiscal  year 

1996            1997            1998            1999 

2000 

2001 

Total 

$66 


$84 


$85 


$87 


$90 


$93         $505 
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CHILD  CARE  CENTERS— Continued 

(Then-year  dollars  in  millions,  OMNA)MNR| 

a!  year 

1999  2000  2001  1 

69  71  73 

$18  $19  $20 

al  year 

1999  2000  2001  1 

Requirement $58  $56  $54  $54  $54  $54         $330 

Budget 36  35  33      30  d30  29  30  193 

Shortfall  $22  $21  $21  $24  $25  $24         $137 

Senator  McCain.  Please  provide  detailed  information,  by  fiscal  year,  for  each 
major  weapon  system  on  mission  capable  rates,  cannibalization  rates,  and  readiness 
spares  fill  rates.  Please  also  include  a  statement  of  the  ability  to  utilize  additional 
funding  in  each  area  in  each  fiscal  year. 

Adnural  BOORDA.  The  trend  in  equipment  and  supply  readiness  for  both  aviation 
and  shipboard  systems  has  been  positive  over  the  past  5  years.  Aviation  readiness 
rates  (Mission  Capable/Full  Mission  Capable)  have  remained  relatively  stable  while 
cannibalization  actions  have  declined  modestly  over  this  timeframe,  averaging  ap- 
proximately 10  per  100  flying  hours.  In  the  area  of  surface  ship  readiness,  the  Per- 
cent Operating  Time  Free  of  mission-impairing  C^/C^  Causaliry  Reports  (CASREPs) 
has  remained  stable. 


Fiscal  year 

1996 

1997 

1998 

1999 

2000 

2001 

Total 

Budget 

55 

65 

66 

69 

71 

73 

399 

Shortfall  

$11 

$19 

$19 

$18 

$19 

$20 

$106 

FAMILY  SERVICES  CENTERS 

[Then-year  dollars  in  millions,  OMN/OMNRl 

Hscal  year 

19% 

1997 

1998 

1999 

2000 

2001 

Total 

100 

'tUC  RmU 

Aviation 
Total  Force 

^    FY  IW4 

f       MC   -72  6 

10 

MCRaU 

L. 

l^_^KMC  -63  8 

60 

. — 

M 

-^ 

\ 

-"X 

• 

10 

KMC  Rile 

7S  77  79  11  U  «S  n  89  91  93 

Fiical  Year 


Cuifu/lOO  Fit  Hri       Alrcrm/l  CannihaluMion  Rata 


ro  Tf  C3K4  CASREtt  Surface  Ships 


M\  .Surracc  Shipa 


HI        83        a3 
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Specific  data  points  for  major  weapon  system  include: 

Weapon  System  Indicator  FY  1990    FY  1991    FY  1992    FY  1993    FY  1994 


Aviation  Systems 

R'A-18 


H-53 


H-60 


Mission  Capable  Rate 
Cannibalization/lOO  Fit  llrs 

Mission  Capable  Rate 
Cannibalizalion/lOO  Tit  Hrs 

Mission  Capable  Rate 
Cannibaliz:iiion/100  F-It  Hrs 

Mission  Capable  Rate 
Cannibalizaiion/lOO  Fit  Hrs 


70.4 

70.7 

70.7 

72.8 

71.5 

10.1 

9.3 

9.0 

8.9 

9.5 

63.9 

60.4 

62.5 

59.3 

62.0 

25.7 

23.5 

27.2 

26.7 

27.0 

63.1 

59.6 

57.7 

67.4 

71.2 

12.0 

13.9 

11.3 

88 

8.3 

67.3 

6X0 

66.9 

68.0 

70.6 

5.2 

6.6 

7.2 

7.2 

7.5 

Supply  Availability        Navy  Managed  Aviation  Material 


Ship  Systems 


Aircraft  Carriers 


Percent  Time  Free  C3/4  Casualties 


Surface  Combatants  Percent  Time  Free  C3/4  Casualties 

Amphibious  Ships  Percent  Time  Free  C3/4  Casualties 

Combat  Logistics  Ships  Percent  Time  Free  C3/4  Casualties 

Supply  Availability  Navy  Managed  Shipboard  Material 


64.7 


77.6 


69.3 


78.4 


69.9 


76.8 


66.2 


65.8 


61.9  69.3  69.8  71.1  78.1 

68.2  78.4  68.2  67.9  72.4 

85.9  87.5  89.0  89.7  88.7 


Supply  Availability 

Navy 
DLA 


Composite  Navy  Managed  Material 
Defense  Logistics  Agency  Items 


79.8 
87.2 


82.2 
86.1 


80.2 
85.1 


*The  decline  in  carrier  POTF  from  fiscal  year  1992  to  fiscal  year  1994  was  attrib- 
uted to  a  software  coding  problem  in  a  specific  carrier  electronics  system.  This  prob- 
lem has  been  corrected.  Carrier  POTF  now  averages  73  percent. 

Wholesale  supply  system  availability  has  been  consistent  over  the  past  5  years 
for  materiel  managed  by  both  the  Navy  and  DLA.  While  these  are  overall  system 
availability  figures,  not  weapon  system  specific,  they  are  indicative  of  the  level  of 
support  these  weapon  systems  are  receiving. 

Financed  as  part  of  the  Defense  Business  Operating  Funds  (DBOF)  account,  the 
wholesale  supply  system  is  fully  funded  and  balanced  to  Navy's  requirement.  No  ad- 
ditional resourcing  is  required.  Maintenance  of  weapon  systems  and  stock  replenish- 
ment of  parts  used  by  operating  forces  are  supported  in  the  OM&N  appropriation 
through  the  Flying  Hour/Steaming  Hour  programs  which  are  similarly  balanced  to 
the  overall  requirement.  A  funding  increase  in  these  accounts  would  necessitate  a 
concomitant  increase  in  obligational  authority  in  the  Supply  Management  Business 
Area  to  support  the  increase  in  demand. 

ADDITIONAL  MUNITIONS  REQUIREMENTS 

Senator  McCain.  What  are  your  highest  priorities  for  additional  funding  for  spe- 
cific munitions  programs? 

Admiral  BOORDA.  A  shortfall  of  sonobuoys,  particularly  shallow  water  variants, 
significantly  degrades  our  anti-submarine  warfare  mission  area.  Additional  funding 
for  training  requirements  and  war  reserves  would  improve  our  capability  in  this 
area.  Additionally,  recent  wargames  have  identified  a  shortage  of  certain  precision 
guided  munitions  (PGMs)  requiring  use  of  less  capable  substitutes.  PGMs  are  force 
multipliers  which  decrease  the  vulnerability  of  operational  platforms  and  personnel. 
The  use  of  additional  funding  for  conversion  of  AGM-123  Skipper  missiles  to  Laser 
Guided  Bombs  (LGBs)  will  improve  our  near-term  PGM  inventory.  Finally,  the  en- 
tire 2.75  inch  rocket  inventory  has  been  restricted  to  combat  use  only.  Additional 
funding  would  allow  for  correction  of  the  technical  problems  that  have  required 
these  rockets  be  restricted.  The  current  restriction  degrades  training  and  aircrew 
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proficiency.  Conversely,  use  of  restricted  rockets  in  combat  could  place  aircrews  at 
risk. 

COUNTER-TERRORISM 

Senator  McCain.  Preliminary  reports  are  that  the  President's  proposals  for  new 
authorities  to  combat  domestic  terrorism  may  rely,  to  some  extent,  on  the  participa- 
tion or  assistance  of  U.S.  military.  Specifically,  the  media  has  reported  that  the  nuli- 
tary  will  be  asked  to  participate  in  some  way  in  domestic  criminal  investigations. 
Is  it  your  understanding  that  the  U.S.  military  will  be  asked  to  assume  new  respon- 
sibilities under  the  President's  counter-terrorism  proposals?  What  is  your  view  of 
this  possible  new  mission  for  the  military? 

Acuniral  BOORDA.  It  is  Navy  policy  to  cooperate  with  civilian  law  enforcement  offi- 
cials to  the  extent  practical  and  authorizea  by  law.  Over  the  past  years.  Navy  has 
provided  significant  support  to  law  enforcement,  including  the  FBI,  DEA,  Customs, 
the  Coast  Guard,  the  Immigration  and  Naturalization  Service,  as  well  as  State  and 
local  law  enforcement  olTicials.  This  support  is  provided  consistent  with  the  needs 
of  national  security  and  military  preparedness.  It  complies  with  the  letter  and  spirit 
of  the  centuries-old  restrictions  limiting  direct  military  involvement  in  civilian  law 
enforcement  activities.  I  exf)ect  Navy  will  continue  to  provide  such  support  without 
sailors  becoming  involved  in  the  arrest,  search,  or  seizure  of  civilians. 

Senator  McCain.  One  of  the  deficiencies  identified  in  the  1994  Defense  Science 
Board  report  on  military  readiness  was  the  lack  of  preparedness  to  respond  to  the 
threat  or  use  of  weapons  of  mass  destruction.  Use  oi  persistent  chemical  agents  on 
ports,  for  example,  was  found  to  be  a  crippling  blow  to  the  ability  of  our  forces  to 
carry  out  their  missions.  What  has  been  done  to  redress  this  serious  shortfall? 

Admiral  BoORDA.  In  response  to  congressional  direction,  a  Joint  Service  Agree- 
ment has  been  approved  to  establish  a  Joint  NBC  Defense  Board  (JNBCDB)  to  co- 
ordinate and  integrate  all  chemical  and  biological  defense  (CBD)  initiatives  within 
DOD.  JNBCBD  will  oversee  two  subordinate  groups,  the  Joint  Service  Integration 
Group  (JSIG),  responsible  for  joint  development  of  requirements,  training  and  doc- 
trine, and  the  Joint  Service  Nlaterial  Group  (JSMG),  responsible  for  joint  research, 
development,  acquisition  and  logistics  support.  These  two  groups  will  also  develop 
the  joint  NBC  Defense  POM  for  OSD  review  and  approval. 

At  the  service  level.  Navy  has  been  proactive  m  a  number  of  areas  to  improve 
CBD  readiness  and  warfighting.  These  include  participation  in  a  joint  program  to 
develop  the  next  generation  chemical  protective  overgarment,  and  a  study  led  by  the 
Joint  Staff  to  identify  requirements  for  large-area  decontamination  missions.  Spe- 
cifically, Navy  has  installed  prototypes  of  the  Interim  Biological  Agent  Detector  on 
two  ships  for  operational  evaluation,  and  the  Improved  (Chemical  Agent)  Point  De- 
tection System  is  undergoing  an  operational  test,  with  Milestone  III  scheduled  late 
this  year.  In  addition,  collective  protection  systems  are  being  installed  on  the  new 
AOE-6,  DDG-51,  LHD-1  and  LSD^4  class  ships. 

The  best  protection  possible,  however,  is  to  prevent  WMDs  from  reaching  our 
troops  or  ships.  To  this  end.  Navy  is  aggressively  pursuing  development  of  robust 
Area  and  Theatre  Ballistic  Missile  Defense  capabilities.  These  systems,  which  build 
on  the  significant  investment  and  capabilities  resident  in  our  Aegis  fleet,  will  enable 
Navy  to  protect  debarkation  ports,  coastal  airfields  and  amphibious  objective  areas 
against  the  expected  threat,  and  will  be  fundamental  in  executing  the  mission  of 
forcible  entry. 

DEPLOYMENT 

Senator  McCain.  In  your  letter  of  December  16,  1994,  you  state  that  the  Air  Force 
has  set  a  goal  of  120  days  per  year  deployed  away  from  home  station.  At  that  time, 
13  of  21  fo^f^K  weapons  systems  were  exceeding  the  standard.  Does  the  current  fis- 
cal year  1996  budget  fix  that  problem?  Over  the  FYDP? 

Cfeneral  FOGLEMAN.  This  issue  is  not  a  matter  of  dollars,  rather  it  reflect  in- 
creased taskings  with  a  smaller  force.  Since  1986,  Air  Force  taskings  have  increased 
fourfold,  while  our  end  strength  has  decreased  by  34  percent. 

During  fiscal  year  1994,  a  number  of  key  weapon  systems  experienced  dramati- 
cally increased  TDY  rates.  We  have  taken  a  number  of  steps  to  mitigate  high 
PEnSTEMPO,  such  as:  increased  use  of  Guard  and  Reserve  units,  better  distribu- 
tion of  deployment  burdens  through  the  Palace  Tenure  program,  and  we  have  re- 
duced some  taskings  (AWACS,  RC-135,  and  ABCCC).  We  also  developed  a  system 
to  collect  TDY  data  for  every  individual,  which  we  are  monitoring  closely.  Unfortu- 
nately, some  highly  specialized  units/career  fields  with  no  ANG  or  AFRES  equiva- 
lent and  limited  personnel  will  continue  to  exceed  120  days  without  a  reduction  in 
taskings. 
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STRATEGIC  AIRLIFT  REQUIREMENTS 

Senator  McCain.  The  future  of  the  Air  Force  tactical  and  lift,  aircraft  is  an  impor- 
tant readiness  consideration.  A  number  of  questions  have  been  raised  lately  with 
respect  to  the  proper  mix  of  military  and  commercial  aircraft,  available  to  perform 
strategic  airlift  missions.  Can  you  lay  out  a  plan,  affordable  within  current  budget 
constraints,  that  satisfles  the  future  strategic  airlift  requirements  of  our  Armed 
Forces? 

General  Fogleman.  We  know  the  airlift  requirement  in  Mobility  Requirements 
Study  Bottom-Up  Review  Update  (MRS  BURU)  is  49-52  million  ton-miles  per  day 
(MTM/D).  The  Strategic  Airlift  Force  Mix  Analysis  will  tell  us  which  airlift  fleet  mix 
can  most  effectively  close  the  forces  we  need.  Parallel  studies,  such  as  OSD's  Tac- 
tical Utility  Analysis,  will  capture  the  military  unique  characteristics  the  airlift  fleet 
needs  to  ensure  we  meet  the  operational  imperatives  of  the  warf^ghters.  The  Novem- 
ber 1995  C-17  Milestone  III  Defense  Acquisition  Board  (DAB)  will  consider  all  anal- 
yses in  making  an  integrated  airlift  fleet-mix  decision.  Our  current  capability  is  ap- 
proximately 49  MTM/D  but  will  continue  to  decrease  to  47  MTM/D  in  fiscal  year 
2000.  The  present  plan  is  to  achieve  49  MTM/D  in  fiscal  year  2002  and  52  MTM/ 
D  in  fiscal  year  2005.  While  this  airlift  shortfall  is  undesirable,  it  is  a  necessary 
tradeoff  to  modernize  strategic  airlift.  The  November  1995  DAB  could  alter  this 
plan. 

AIRCRAFT  life-cycles 

Senator  McCain.  The  C-141  seems  to  be  the  subject  of  an  unending  series  of  serv- 
ice life  extensions.  The  inescapable  fact  remains,  nowever,  that  you  cannot  outrun 
or  ignore  the  life-cycle  of  an  aircraft  defined  by  structural  fatigue.  With  what  ap- 
pears to  be  an  inevitable  shortfall  in  tactical  airlift  resulting  from  overuse  and  life- 
cycle  exhaustion  on  the  horizon,  how  does  the  Air  Force  intend  to  address  this  prob- 
lem? 

General  Fogleman.  It's  true  the  C-141  fleet  is  tired  and  worn  out,  but  the  Air 
Force  has  a  plan  to  prevent  the  same  thing  from  happening  to  our  theater  airlift 
workhorse — the  C— 130.  The  Air  Force  is  including  funds  for  tne  C— 130J  program  in 
the  fiscal  year  1996  budget.  Theater  airlift  forces  OPSTEMPO  remains  high,  but 
there  is  substantial  service  life  left  on  the  C— 130E  fleet  which  the  J  model  is  in- 
tended to  replace.  While  the  first  C— 130E  is  scheduled  to  retire  in  fiscal  year  1999, 
the  average  remaining  service  life  on  the  active  duty  C-130Es  is  approximately  14 
years  and  Guard/Reserve  C-130Es  is  approximately  20  years.  Therefore,  an  initial 
low-rate  C!— 130J  buy  allows  the  Air  Force  to  begin  theater  airlift  modernization  be- 
fore widespread  structural  fatigue  becomes  a  problem. 

F-22 

Senator  McCaiN.  The  F-22  is  indeed  a  technologically  impressive  aircraft.  The 
question  has  been  raised  by  many  of  the  validity  of^a  requirement  to  purchase  the 
aircraft  in  large  numbers  at  this  time.  Is  the  Cold  War  threat  generated  aircraft 
the  best  use  of  scarce  defense  dollars  at  this  time? 

General  FOGLEMAN.  History  demonstrates  that  the  primary  characteristic  of  the 
future  is  uncertainty.  We  cannot  predict  the  intent  of  potential  adversaries  15  or 
20  years  in  the  future.  Because  we  cannot  predict  where  and  how  we  might  next 
be  required  to  defend  our  interests,  we  must  maintain  a  strong  and  capable  force. 
As  we  become  a  more  expeditionary  force,  it  is  critical  to  immediately  establish  air 
sup>eriority  for  protection  of  our  lodgement  as  well  as  to  allow  the  Joint  Force  Com- 
mander (JFC)  leverage  for  all  the  other  capabilities  he  has  at  his  disposal.  Without 
air  superiority,  our  military  forces  such  as  strategic  and  tactical  airlift,  ground,  and 
naval  forces,  cannot  operate  freely  and  our  losses  will  escalate.  The  F— 22  will  not 
be  operational  until  halfway  through  the  next  decade,  and  during  that  timeframe 
the  F-15  begins  to  lose  its  current  superiority  over  potential  threats.  Those  poten- 
tial threats  to  air  superiority  include  advanced  aircraft,  air-to-air  missiles,  and  sur- 
face-to-air missiles  (SAM).  Because  of  its  stealth,  supercruise  and  integrated  avi- 
onics, the  F-22  will  be  able  to  dominate  the  new  generation  of  aircraft  and  missiles 
while  operating  in  the  SAM  environment.  In  addition  to  dominating  the  advanced 
fighter  threat,  the  F-22  gives  the  Joint  Force  Commander  more  options  because  of 
its  air-to-ground  capability.  Unlike  the  F-15C,  the  F-22  with  Joint  Direct  Attack 
Munition  will  have  a  accurate  ground  attack  cap  ability  allowing  it  to  augment  the 
rest  of  the  force. 

Examples  of  ongoing  new  lighter  aircraft  programs  include  the  Su-35  Improved 
Flanker,  the  Rafale,  the  EF-2000,  the  Indian  Light  Attack  Fighter,  the  Chinese  F- 
10,  and  the  Taiwanese  Indigenous  Filter.  The  Su-35,  Rafale,  and  EF-2000  are  su- 
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perior  to  current  generation  U.S.  fighters  in  the  critical  parameter  of  radar  cross 
section,  as  well  as  overall  performance.  These  fighters  will  oe  able  to  carry  the  new- 
est air-to-air  missiles  that  are  currently  in  development  or  production.  Those  mis- 
siles include  the  infrared  AA-11  Archer,  the  Python  IV  and  the  soon  to  be  deployed 
radar  guided  AA-12  and  MICA.  The  latter  two  missiles  contain  active  radar  guid- 
ance and  will  be  comparable  to  the  U.S.  AMRAAM  in  capability.  These  fighter  and 
missile  combinations  nave  true  look  down/shoot  down,  launch  and  leave  capabilities 
that  equal  or  surpass  the  current  generation  of  U.S.  fighters.  Proliferation  of  these 
fighters  to  potential  hot  spots  in  the  world  presents  a  formidable  threat  to  current 
U.S.  air  superiority  forces. 

Another  aspect  of  the  air  superiority  struggle  is  the  enemy  surface-to-air  missile 
(SAM)  threat.  Being  able  to  dominate  frienoly  and  enemy  airspace  and  deny  the 
enemy  freedom  of  action  significantly  degrades  his  warfignting  capability.  The  F- 
22  will  engage  the  enemy  when  we  are  the  most  lethal  and  he  is  the  most  vulner- 
able. The  most  stressing  example  of  the  SAM  threat  to  the  air  superiority  force  is 
the  SA-10/12^atriot  class  systems.  Unless  there  is  a  large  supporting  force  of  lethal 
and  non-lethal  electronic  warfare  assets,  an  aircraft  must  have  stealth  to  operate 
in  enemy  airspace  protected  by  SAMs.  The  SA-10/12  class  weapons  are  significantly 
more  capable  than  anything  coalition  forces  faced  in  Desert  Storm,  and  those  sys- 
tems are  proliferating  throughout  the  world. 

The  F-22's  timing  is  crucial  to  the  Air  Force's  fighter  modernization  plan.  Because 
of  the  increasing  threat,  the  Air  Force  has  laid  out  a  total  force  plan  that  ensures 
we  can  successfully  employ  air  power  to  enable  a  Joint  Force  Commander  to  execute 
the  optimum  game  plan  for  a  quick  and  decisive  victory.  Our  current  national  strat- 
egy dictates  we  have  sufficient  quality  and  quantity  to  ensure  air  superiority  in  two 
MRCs.  442  F-22s  will  ensure  tne  United  States  has  the  right  number  of  aircraft 
to  cover  the  geographic  area  and  the  Quality  to  dominate  the  advanced  threat.  Be- 
cause the  Air  Force  cannot  afibrd  botn  the  F-22  and  a  F-16  replacement  at  the 
same  time,  delay  of  the  F-22  means  the  F-15/16  fleet  will  require  modifications  not 
currently  budgeted  in  order  to  remain  marginally  viable  in  the  future.  That  will 
then  aflect  our  F-117/F-15E  replacement  plan,  and  the  nation  incurs  a  large  risk. 

Senator  McCaiN.  Could  a  continuation  oi  the  F-15E  and  other  multi-role  aircraft 
provide  a  more  cost-effective  approach  to  recapitalizing  the  Air  Force's  tactical 
wings? 

General  FoGLEMAN.  Recapitalization  with  current  multi-role  aircraft  was  an  op- 
tion considered,  but  it  is  not  cost  effective.  F-22  alternatives  were  studied  in  the 
1990  DOD  Major  Aircraft  Review  (MAR)  and  1991  SASC-directed  Air  Superiority 
study.  The  review  reassessed  U.S.  military  strategy,  reexamined  rec^uirements  for 
the  F-22  given  rapid  changes  in  the  world  and  examined  cost  effectiveness  of  up- 
grading alternative  U.S.  aircraft.  The  MAR  concluded  that  the  F-22  is  needed  to 
meet  air  superiority  mission  requirements  for  the  next  20  years  and  that  it  meets 
air  superiority  requirements  of  the  Joint  Chiefs  of  Staff.  The  review  further  con- 
cluded that  the  F-22  costs  are  competitive  to  alternatives. 

The  1991  SASC  study  assessed  the  air  superiority  mission  using  upgrades  to  ex- 
isting aircraft.  An  F-16  and  F-15  derivative  were  both  considered.  The  study  was 
conducted  by  the  Air  Force  and  contractors.  The  study  concluded  that  alternatives 
were  less  expensive  but  provided  substantially  less  improvement  in  overall 
warfighting  capability.  The  committee  determined  that  the  F-22  met  the  long-term 
air  superiority  requirements  of  the  Air  Force  better  than  the  alternatives.  The  com- 
mittee also  commended  the  Air  Force  for  conducting  a  thorough  and  unbiased  eval- 
uation of  the  alternatives. 

Air  superiority  is  critical  as  it  provides  freedom  of  maneuver  for  all  ground,  air, 
and  naval  conmianders.  The  F-22's  inherent  all-weather,  air-to-air  and  air-to- 
ground  capability  brings  increased  flexibility  to  theater  commanders.  Though  our 
newest  fighter,  the  F-15E,  is  a  product  of  1960s  and  1970s  technology,  its  operation 
and  maintenance  costs  escalate  rapidly  as  current  aircraft  obsolesce.  The  F-15  air- 
frame cannot  be  made  stealthy  enough,  requiring  electronic  jamming  support  to 
penetrate  current  surface-to-air  missile  rings.  An  F-15E  modified  for  the  air  superi- 
ority role  would  be  90  percent  of  the  remaining  F-22  cost,  and  less  than  30  percent 
effective.  A  new  generation  of  foreign  fighters  and  missiles  are  being  produced 
which  meet  or  exceed  the  capabilities  of  the  F-15.  The  F-22s  stealth  and 
supercruise  capabilities  make  it  lethal  and  survivable  on  tomorrow's  battlefield. 

Senator  McCain.  Does  the  current  perceived  threat  dictate  that  the  Air  Force 
channel  such  a  large  proportion  of  its  resources  into  this  single  program  at  the  ex- 
pense of  other  essential  programs,  like  strategic  and  tactical  lift? 

General  FOGLEMAN.  Modernization  is  tomorrow's  readiness.  The  Air  Force  has  fo- 
cused on  four  modernization  priorities  to  increase  the  leverage  air  power  provides 
the  joint  force  in  an  unstable,  unpredictable  world.  In  the  near-term,  we  must  en- 
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hance  global  mobility  through  full  funding  of  the  C-17  and  Non-Developmental  Air- 
lift Aircraft  programs.  In  the  mid-term,  upgrades  to  the  capability  of^  our  bomber 
force  are  vital  to  Global  Power.  In  the  long-term,  we  must  ensure  continued  air  su- 
periority through  the  F-22  program.  Finally,  we  must  also  continue  to  develop  our 
access  to  Space. 

The  F-22  is  the  only  on-going  U.S.  military  aircraft  program  which  encompasses 
the  full  range  of  technology,  engineering,  and  production.  Other  on-going  programs 
are  not  full  scale  efforts.  They  are  either  modification  programs,  or  in  the  case  of 
Joint  Advanced  Strike  Technology  (JAST),  leverage  development  efTorts  of  others. 
The  F-22  will  provide  an  advanced  technology  base — including  integrated  avionics, 
engines,  sensors,  low  observability  techniques,  and  manufacturing  processes — to  fu- 
ture programs  such  as  JAST  and  Commanche. 

While  the  threat  has  apparently  diminished  in  terms  of  the  number  of  nations 
willing  to  challenge  U.S.  vital  interests,  the  quality  of  air  defense  fighters,  air-to- 
air  and  surface-to-air  missile  systems,  and  anti-aircraft  artillery  being  produced  by 
other  countries  is  improving  and  proliferating.  All  of  these  factors  diminish  our  cur- 
rent fighters'  qualitative  edge,  putting  them  at  increased  risk.  Experience  in  the 
Gulf  war  underscored  the  benefit  of  air  supremacy  and  the  need  for  air  superiority 
fighters  to  operate  within  a  enemas  Integrated  Air  Defense  System.  The  F-22s  ca- 
pabilities will  allow  joint  forces  to  maintain  freedom  of  maneuver  through  control 
of  the  skies.  The  F-22  will  also  defend  critical,  high  value  airborne  assets  such  as 
AWACS  and  JSTARS.  The  substantial  investment  into  this  vital  program  is  not  un- 
reasonable given  the  importance  of  this  freedom  of  maneuver. 

In  addition,  the  F-22  was,  designed  with  a  inherent  air-to-ground  capability. 
Using  internal  carriage,  the  F-22  will  retain  formidable  air-to-air  capability  and 
carry  two  1000  pouna  Joint  Direct  Attack  Munitions.  In  this  configuration,  the  F- 
22  retains  its  stealth  characteristics  and  aeroperformance  while  adding  the  capabil- 
ity to  deliver  precision  munitions  in  protected  enemy  airspace. 

We  have  not  ignored  any  of  our  other  airpower  priorities.  The  key  is  balance  and 
timing  of  funding  support  across  the  critical  areas  in  order  to  optimize  the  use  of 
resources.  We  believe  we  have  done  that. 

READINESS 

Senator  McCain.  Would  you  agree,  uncategorically,  that  you  have  been  forced,  by 
inadequate  budget  levels  or  misallocated  funding,  to  sacrifice  the  optimum  readiness 
of  your  service  in  the  year  2001  to  maintain  today's  readiness? 

General  FOGLEMAN.  The  Air  Force  is  ready  today  because  we  aggressively 
downsized,  divested  ourselves  of  costly  infrastructure,  and  streamlined  our  organiza- 
tion. However,  little  flexibility  remains  to  adjust  to  unplanned,  unprogrammed  re- 
quirements. 

In  the  short  term,  we  have  cut  some  modernization  programs  to  ensure  today's 
readiness.  Further  cuts  may  be  at  the  expense  of  the  readiness  and  capability  of 
tomorrow's  forces. 

For  the  long  term  we  need  stability  in  our  modernization  programs  to  assure  to- 
morrow's readiness. 

The  fiscal  year  1996  budget  request  has  been  carefully  balanced  to  maintain  cur- 
rent readiness  requirements  and  investments  in  future  modernization  throughout 
the  FYDP.  We  have  accepted  a  prudent  level  of  risk  in  our  budget  requests,  but 
there  is  little  to  no  margin  for  adjustment. 

FUNDING  FOR  READINESS 

Senator  McCain.  Assuming  your  requests  were  not  bounded  by  fiscal  or  political 
considerations,  what  additional  funding  would  you  request  to  ensure  that  your  serv- 
ice arrived  in  2001  in  a  peak  state  of  readiness?  To  which  programs  or  activities 
would  you  dedicate  this  funding,  in  order  of  priority? 

General  Fogleman.  Since  we  cannot  suddenly  become  ready  in  2001  if  we  do  not 
maintain  readiness  in  the  intervening  years,  the  Air  Force  would  focus  its  priorities 
on  both  near-term  and  long-term  readiness.  Restoring  the  recent  cuts  to  the  F-22 
program  is  a  top  priority.  This  would  keep  this  vital  program  on  track,  reduce  out 
year  costs  and  allow  us  to  extend  the  air  superiority  we  have  enjoyed  since  World 
War  II  into  the  21st  Century.  Strategic  mobility  is  also  a  top  priority  to  ensure  we 
can  meet  the  requirements  of  the  National  Military  Strategy.  A  multiyear  buy  of 
C-17s  will  provide  this  capability  and  reduce  acquisition  costs.  To  ensure  our  forces 
are  viable  now,  and  into  the  next  century,  we  would  also  add  funds  to  buy  addi- 
tional F-15E  and  F-16/50  aircraft,  as  well  as  additional  F-lOO  engine  spares  to  im- 
prove readiness  and  commonality.  We  also  have  a  need  for  a  significant  RDT&E  in- 
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vestment  in  the  Joint  Air-to-Surface  Standoff  Missile.  Precision  weapons  are  a  sig- 
nificant force  enhancer  and  critical  to  our  future,  smaller  force. 

These  six  items  represent  our  top  priorities.  There  are  other  programs  that  are 
also  important  that  we  have  identified  to  you  before,  such  as:  bomber  upgrades, 
space  systems,  intelligence  and  reconnaissance,  combat  search  and  rescue,  C-5  reli- 
aoility  modifications  and  many  others.  Our  current  budget  ensures  readiness  now 
and  into  the  next  century,  but  it  involves  some  risk.  Any  additional  funding  we  re- 
ceive would  be  used  to  reduce  that  risk  to  the  Air  Force  and  the  Nation. 

Senator  McCain.  Assuming  your  requests  were  not  bound  by  fiscal  or  political 
considerations,  what  funding  and  programs  would  you  increase  to  ensure  that  your 
service  arrived  in  2001  in  a  peak  state  of  preparedness  to  perform  its  missions  joint- 
ly in  conjunction  with  the  other  services? 

General  FoGLEMAN.  The  Air  Force  is  a  ready  and  willing  member  of  the  joint 
team.  We  are  planning  for  the  future  with  our  other  services  and  allies  in  mind. 
Our  current  program  was  built  to  take  advantage  of  the  synergistic  effect  among 
the  services.  However,  due  to  a  smaller  budget  there  are  some  risks  involved,  any 
additional  funding  would  be  used  to  reduce  those  risks.  While  our  unfunded  priority 
list  is  Air  Force  specific,  it  addresses  some  critical  joint  needs  and  any  improve- 
ments to  our  capabilities  strengthen  joint  forces  overall. 

For  example,  our  "Top  6'  unfunded  priorities  address  some  of  our  most  pressing 
needs.  Air  superiority  allows  all  services  the  freedom  to  operate  securely,  at  peak 
effectiveness,  while  denying  the  same  to  our  adversaries.  The  F-22  will  ensure  air 
superiority  well  into  the  next  century.  A  complete  buy  of  C-17s/Non-Developmental 
Airlift  Aircraft  is  essential  to  provide  the  capability  to  rapidly  move  jjeople  and 
equipment,  of  all  services,  to  the  battlefields  of  today  and  tomorrow  and  is  a  high 
priority  with  all  CINCs.  The  importance  of  this  capability  c&nnot  be  overestimated. 
Additional  F-15  and  F-16  aircraft  will  ensure  sufficient  strike  capability  to  2001 
and  beyond,  while  more  funding  for  F-lOO  engines  will  improve  reliability  and  com- 
monality between  these  aircraft.  With  a  smaller  joint  force,  precision  weapon  capa- 
bility is  vital  to  peak  effectiveness.  The  Joint  Air-to-Surface  Standoff  Missile  will  fill 
this  role.  As  a  standoff,  all  weather,  precision  weapon  it  will  provide  additional  ca- 
pability to  attack  heavily  defended  targets  safely.  As  we  saw  in  Desert  Storm,  the 
Air  Force's  ability  to  strike  key  targets  and  systems  with  advanced  aircraft  and 
weapons  can  pave  the  way  for  other  forces. 

We  provided  a  list  of  these  and  other  priorities  to  you  a  short  time  ago.  The  list 
addresses  other  priorities  besides  those  above,  such  as:  bomber  upgrades,  space  sys- 
tems, intelligence  and  reconnaissance  programs,  combat  search  and  rescue,  C-5  reli- 
ability modiiications  and  many  others  that  are  essential  joint  warfighting  needs. 
Our  current  budget  addresses  the  issues  critical  to  current  and  future  readiness  in 
the  joint  arena,  but  there  is  little  margin  to  adjust  to  unplanned  occurrences.  Any 
additional  funding  will  be  used  to  reduce  risk  and  improve  our  ability  to  contribute 
to  the  joint  warfignting  effort. 

"OVERWHELMING  FORCE" 

Senator  McCain.  Assuming  that  the  minimum  planning  scenario  is  the  two  MRC 
scenario,  in  your  personal  view,  can  we  currently  meet  that  threat  with  the  "over- 
whelming force"  promulgated  by  former  Chairman  of  the  Joint  Chiefs  of  Staff,  Colin 
Powell? 

General  FOGLEMAN.  Given  continued  funding  for  aircraft  upgrades,  munitions  im- 
provements, and  availability  of  Reserve  units,  the  Air  Force  will  have  sufficient 
forces  to  meet  the  two  Major  Regional  Conflict  (MRC)  strategy  by  the  end  of  the 
FYDP.  There  are  not,  however,  any  excess  forces  available  in  the  two  MRC  scenario. 
General  Powell's  "overwhelming  force"  was  based  on  the  suggested  1992  Base  Force. 
This  force  with  26  Fighter  Wing  Equivalents  (FWE)  was  not  accepted.  The  Bottom- 
Up  Review,  conducted  by  Secretary  Aspin,  recommended  the  lower  Bottom-Up  Re- 
view force  structure  of  20  FWE  providing  "decisive  force"  instead  of  "overwhelming 
force."  This  is  the  force  structure  the  U.S.  Air  Force  is  currently  working  toward. 

POSTULATED  THREATS 

Senator  McCain.  In  your  personal  view,  what  additional  funding  or  other  support 
is  required  to  ensure  that,  in  the  year  2001,  your  service  is  fully  ready  to  meet  the 
postulated  threats  of  the  next  century  and  to  carry  out  its  assigned  missions? 

General  Fogleman.  The  development  and  enhancement  of  warfighting  capabili- 
ties is  necessary  to  support  our  National  Military  Strategy — to  fight  and  win  two 
Major  Regional  Conflicts.  This  requires  rapid  strategic  agility  and  a  fully  ready, 
modem  force.  Current  and  future  requirements  must  be  carefully  balanced  to  en- 
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sure  readiness  now  and  in  2001.  To  do  this  requires  a  stable  budget  and  prompt 
supplemental  funding  without  ofTsets  or  recisions. 

The  Air  Force  has  focused  on  four  key  modernization  priorities  to  enhance  the  le- 
verage air  power  provides  the  joint  force  in  a  unstable,  unpredictable  world. 

In  the  near-term,  we  must  enhance  global  mobility  through  full  funding  of  the  C- 
17  and  Non-Developmental  Airlift  Aircraft  (NDAA)  programs. 

In  the  mid-term,  upgrades  to  the  capabilitj/  of  our  bomber  force  are  vital  to  Global 
Power.  Bombers  provide  a  tool  for  the  CINC  to  use  while  other  forces  are  deploying 
to  a  conflict.  "^Jiey  are  unique  in  their  ability  to  reach  any  target,  world-wide,  in  less 
than  24  hours. 

In  the  long-term,  we  must  ensure  continued  air  superiority  through  the  F-22  pro- 
gram. Air  superiority  is  not  a  birthright,  although  we  have  enjoyed  it  for  so  long 
we  take  it  for  granted.  The  F-22s  capabilities  will  allow  joint  forces  to  maintain 
freedom  to  maneuver  throu^  control  of  the  skies. 

We  must  also  continue  to  develop  our  access  to  Space.  Part  of  this  was  the  Space 
launch  plan  submitted  to  Congress  and  the  President.  We  must  continue  to  build 
on  our  recent  successes  in  Space  or  the  consequences  for  military  security  could  be 
serious. 

Information  technologies  are  essential  force  enhancers  which  span  near,  mid,  and 
long-term  programs.  Dominating  the  information  environment  and  providing  global 
situational  awareness,  while  denying  it  to  our  enemies,  will  be  crucial  in  the  next 
century. 

Air  and  space  power  are  fundamental  to  building  U.S.  influence,  jointly  and  glob- 
ally. An  adequate  and  stable  budget  is  the  key. 

SUPPLEMENTAL  FUNDING 

Senator  McCain.  As  you  know,  diverting  funding  to  peacekeeping  humanitarian 
assistance,  and  other  non-traditional  operations  has  cut  into  the  readiness  of  our 
Armed  Forces.  Put  aside  for  a  moment  the  administration's  proposed  Readiness 
Preservation  Authority  which  allows  the  services  to  draw  broadly  from  all  funding 
accounts  to  pay  for  these  operations;  I  do  not  support  his  "^lank  check"  approach 
to  budgeting.  What  is  your  assessment  of  an  alternative  proposal  that  would  require 
the  administration  to  seek  a  full  supplemental  for  all  costs  relating  to  any  non-tradi- 
tional operations  within  30  or  60  days  of  commencement  of  the  operation?  Under 
this  type  of  plan,  if  the  operation  lasted  longer  than  originally  anticipated  and  budg- 
eted, a  second  supplemental  would  be  required. 

General  FOGLEMAN.  Your  alternate  proposal  is  basically  the  way  we  currently 
handle  funding  requests  for  nontraditional  operations.  This  concept  works  well  early 
in  the  fiscal  year.  We  can  cash  flow  the  contingency  requirements  with  future  quar- 
ter apportionments  and  still  have  time  to  execute  our  approved  budgeted  programs 
without  disruption  if  supplemental  funding  is  received  in  a  timely  manner.  How- 
ever, late  receipt  of  supplemental  appropriations  can  severely  disrupt  progranmied 
execution  and  negatively  impact  force  readiness.  Due  to  the  limited  time  remaining 
in  the  fiscal  year,  the  programs  deferred  while  awaiting  supplemental  approval  can- 
not be  reconstituted  for  the  lost  opportunities  (whether  training  or  maintenance  re- 
lated). In  addition,  if  a  contingency  occurs  late  in  the  fiscal  year  (i.e.,  Rwanda  in 
fiscal  year  1994),  we  are  forced  to  absorb  the  requirements  from  minimal  remaining 
appropriated  funds. 

Senator  McCain.  In  my  view,  this  proposal  has  none  of  the  basic  problems  of  the 
War  Powers  Act,  yet  it  would  require  both  the  administration  and  Congress  to  act 
quickly  to  provide  adequate  fundmg  to  conduct  such  operations.  Could  you  suggest 
any  specific  improvements  to  such  a  procedure? 

General  FOGLEMAN.  Congress  has  been  very  supportive  of  our  request  for  supple- 
mental funding  due  to  contingency  operations.  We  would  support  any  proposal 
which  would  ensure  rapid  approval  ana  receipt  of  these  funds,  thereby  minimizing 
the  impact  on  budget  program  execution  and  readiness.  While  this  procedure  even- 
tually provides  needed  funding,  it  still  suffers  from  a  built-in  delay  during  which 
a  supplemental  request  is  developed,  submitted,  and  congressionally  reviewed  for 
approval. 

RESTORE  FUNDING  TO  READINESS  ACCOUNTS 

Senator  McCain.  Congress  recently  passed  a  fiscal  year  1995  defense  supple- 
mental to  restore  funding  to  readiness  accounts  that  had  been  tapped  to  support 
contingency  operations  last  year.  Was  the  level  of  funding  provided  for  your  service 
adequate  to  restore  the  readiness  accounts  to  their  necessary  levels? 

General  FOGLEMAN.  Yes.  Congress  approved  the  Air  Force  Operation  and  Mainte- 
nance and  Military  Personnel  appropriations  request  as  submitted  for  contingency 
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operations.  This  amount  will  support  ongoing  contingency  operations  at  their  cur- 
rent operational  level. 

Senator  McCain.  Has  this  additional  funding  been  allocated  yet  to  your  service? 

General  FOGLEMAN.  We  are  still  awaiting  "cash"  subject  to  apportionment  from 
0MB. 

Senator  McCain.  What  are  the  adverse  impacts,  if  any,  of  the  recisions  of  defense 
funds  taken  in  that  bill  to  make  it  deficit  neutral? 

General  Fogleman.  In  balancing  priorities  for  fiscal  year  1995,  the  Air  Force  has 
been  able  to  accommodate  the  recisions. 

PRIVATIZATION  OF  SUPPORT  ACTIVITIES 

Senator  McCain.  Privatization  of  support  activities,  such  as  depot  maintenance 
and  base  support  operations  is  gaining  popularity  in  the  Congress.  Do  you  support 
privatizing  most  base  support  operations  not  directly  related  to  military  capability, 
including  firefighting  ana  oase  security? 

General  FOGLEMAN.  Most  of  our  current  organic  depot  maintenance  capability  is 
critical  to  our  military  readiness  and  sustainability.  This  core  capability  should  not 
be  privatized.  Many  base  operations  including  our  security  police  capability  and 
some  supply  missions  directly  support  combat  operations  of  the  warnghters  and 
should  not  be  privatized.  However,  potential  privatization  opportunities  do  exist  in 
some  base  support  operations  and  non-core  depot  capabilities.  We  are  currently 
studying  a  number  of  them  to  the  legality,  feasibility,  and  cost  effectiveness  of 
outsourcing  those  functions.  We  will  aggressively  pursue  privatization  opportunities 
which  meet  these  three  criteria  as  part  of  our  downsizing  strategy. 

Senator  McCain.  Do  you  support  privatizing  the  military  depot  system,  if  cost 
savings  can  be  validated? 

General  Fogleman.  Our  organic  depots  exist  to  ensure  the  readiness  and  sustain- 
ability of  our  operational  forces  in  times  of  war  and  national  emergency.  While  some 
less  critical  depot  work  can  and  will  be  privatized,  the  core  capability  necessary  to 
support  the  Air  Force's  operational  mission  must  be  retained  in  the  military  depot 
system.  Core  constitutes  the  best  basis  for  allocating  depot  workload,  because  it  is 
derived  from  mission  considerations.  Use  of  core  eliminates  the  omnipresent  cost 
controversies  incumbent  in  comparing  public  and  private  sources  for  depot  work- 
load. An  exact  woricload  cost  comparison  between  depot  and  private  sources  requires 
a  contractual  process.  These  comparisons  cannot  be  obtained  because  of  the  Depart- 
ment of  Defense's  prohibition  on  public/private  competition.  While  we  can  autnori- 
tatively  estimate  the  costs  te  be  incurred  in  placing  a  workload  within  our  depots 
or  with  a  contractual  source,  the  primary  determinant  for  assigning  these  workloads 
must  be  a  core  capability  assessment.  This  emphasis,  in  conjunction  without  depot 
downsizing  plans,  will  define  the  non-core  depot  workloads  available  for  privatiza- 
tion. 

Bottom  line:  I  support  privatizing  the  military  depot  workload  to  the  maximum 
extent  possible,  considering  core  workload  and  valid  cost  savings. 

Senator  McCain.  Do  you  have  suggestions  for  privatizing  other  programs,  such 
as  aircrew  physiology  training  or  healtn  care? 

General  FoGLEMAN.  First,  with  regard  to  aircrew  physiology  training,  the  Air 
Force  Medical  Service  (AFMS)  carefully  considered  the  feasibility  of  outsourcing 
aerospace  physiology  training  in  late  1994.  We  evaluated  our  physiology  training 
program  in  relation  to  its  mission  to  cost-effectively  deliver  aircrafl-specific  "Human 
Penormance  Enhancement  Training"  to  increase  flight  safety  and  combat  effective- 
ness. We  decided  to  postpone  any  decision  to  conduct  an  outsource  comparison  study 
until  current  Air  Force  and  Tri-Service  initiatives  are  evaluated  in  December  1995. 
If,  at  that  time,  we  feel  civilian  outsourcing  is  the  next  course  to  follow  in  maximiz- 
ing the  quality  and  efficiency  of  aircrew  Human  Performance  Enhancement  Train- 
ing, we  will  place  an  advertisement  in  the  Commerce  Business  Daily.  We  will  soon 
be  providing  additional  information  on  this  issue  to  you.  Second,  with  regard  to 
health  care,  the  AFMS  has  implemented  a  number  of  initiatives  to  revise  trie  cur- 
rent medical  infrastructure  and  capitalize  on  the  benefits  of  privatization  consistent 
with  ihe  Vice  President's  Reinventing  Government  II  effort.  These  and  future  efforts 
will  certainly  result  in  increased  reliance  on  private  civilian  health  care  resources. 
For  example,  the  AFMS  has  reduced  medical  infrastructure  and  increased  reliance 
on  the  jOTivate  health  care  industry  through  closure  of  20  medical  treatment  facili- 
ties (MTFs)  identified  in  previous  Base  Kealignment  and  Closure  (BRAC)  rounds; 
decreased  hospital  beds  by  nearly  half  since  1988  (of  which  only  about  one-fourth 
was  due  to  BRAC);  downsized  three  hospitals  to  clinics;  downgraded  18  emergency 
rooms,  and  closed  five  obstetrical  units.  Other  rightsizing  opportunities  are  being 
considered. 
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As  another  example,  the  services  will  fully  deploy  the  Department  of  Defense 
Tricare  managed  care  initiative  bv  1997  to  ensure  tne  most  effective  execution  of 
the  military  health  care  mission.  Tricare  relies  on  the  services  of  civilian  health  care 
management  firms  procured  through  multi-billion  dollar,  fixed  price,  "at-risk"  sup- 
port contracts.  These  managed  care  contracts  will  supplement  tne  DOD  direct  care 
medical  system  and  will  bring  valuable  private  experience  to  developing  and  main- 
taining civilian  provider  networks. 

In  addition,  all  MTFs  are  now  funded  through  a  population-based  allocation  meth- 
od to  more  cost-effectively  manage  limited  resources.  A  business  case  analytic  model 
is  used  to  assist  in  decisions  regarding  the  level  of  services  to  either  "make"  (provide 
in-house)  or  to  "buy"  (outsource).  We  are  reengineering  medical  readiness  operations 
and  developing  a  model  to  determine  system-wide  manpower  baseline  requirements 
that  will  be  used  for  future  "make"  versus  "buy"  strategies  while  ensuring  we  do 
not  compromise  our  ability  to  meet  operational  mission  requirements. 

MILCON  ADD-ONS 

Senator  McCain.  Over  the  past  6  years,  Congress  added  approximately  $5.5  bil- 
lion in  unrequested  military  construction  projects,  within  the  topline  of  a  declining 
budget.  What  is  your  assessment  of  the  impact  on  readiness  of  these  add-ons? 

General  FOGLEMAN.  Over  the  past  6  years  Congress  added  approximately  $1.0  bil- 
lion in  unrequested  military  construction  projects  for  the  Air  Force.  In  general  these 
projects  were  required  and  contributed  significantly  toward  improvement  of  the  Air 
Force  infrastructure  and  therefore,  from  a  limited  perspective,  could  be  considered 
a  contribution  toward  improving  readiness.  But  because  these  projects  came  at  the 
expense  of  higher  priority  requirements  within  our  topline  of  a  declining  budget,  I 
assess  the  overall  impact  of  these  add-ons  as  detracting  from  our  readiness  posture. 

Senator  McCain.  Do  you  support  the  criteria  for  evamating  Members'  requests  for 
add-one  that  was  adopted  for  the  Senate  last  year? 

General  FoGLEMAN.  I  strongly  support  the  criteria  adopted  by  the  Senate  last 
year  for  evaluating  reouests  for  add-ons  with  one  significant  exception.  I  cannot  sup- 
port any  add-one  at  tne  expense  of  higher  priority  projects  included  in  the  Presi- 
dent's budget.  The  projects  submitted  reflect  the  highest  priority  requirements  with- 
in our  constrained  budget. 

GUARD/RESERVE  MIIXON 

Senator  McCain.  Is  requested  military  construction  funding  for  the  Guard  and 
Reserve  adequate?  Is  the  requested  family  housing  budget  adequate? 

General  FoGLEMAN.  Guard  and  Reserve  military  construction  funding  to  support 
weapons  conversions,  new  mission,  current  mission,  and  environmental  require- 
ments are  identified  and  presented  before  the  Air  Force  Resource  Allocation  Teams, 
Air  Force  Board,  and  Air  Force  Council  for  support.  As  with  unfunded  Active  Air 
Force  reauirements,  Guard  and  Reserve  requirements  are  considered,  but  the  con- 
strained Dudget  prevents  all  identified  requirements  from  being  funded.  Only  the 
most  critical  projects  survive  the  stringent  budget  renew  process  to  support  the 
President's  budget.  The  Guard  and  Reserve  do  not  maintain  family  housing  for  their 
members. 

BASE  CLOSURES 

Senator  McCain.  The  1995  base  closure  recommendations  of  the  Secretary  of  De- 
fense were,  frankly,  disappointing  in  that  they  were  significantly  scaled  back  from 
anticipated  levels.  Eliminating  unnecessary  infrastructure  is  essential  to  rational 
downsizing  and  to  freeing  up  scarce  defense  resources  for  readiness,  quality  of  life, 
and  moderation.  Do  you  believe  it  is  necessary  to  conduct  yet  another  round  of  base 
closures? 

General  FoGLEMAN.  The  force  needs  a  period  of  stability,  perhaps  3  to  4  years, 
in  the  basing  and  beddown  business  before  any  new  Base  Realignment  and  Closure 
(BRAC).  We  have  expedited  our  force  structure  drawdown  and  nave  very  good  visi- 
bility on  basing  requirements  for  the  Bottom-Up  Review  (BUR)  force.  There  is  no 
requirement  for  another  BRAC  until  there  is  some  major  change  to  the  BUR  force 
or  to  our  overseas  force  structure.  We  are  continuing  to  refine  our  force  structure 
and  mission,  but  I  feel  confident  that,  ultimately,  the  Air  Force  can  reduce  further. 

Senator  McCain.  Assuming  the  BRAC  maikes  no  significant  changes  in  the  Sec- 
retary of  Defense  recommendations,  will  excess  infrastructure  remain  in  your  serv- 
ice at  the  completion  of  the  current  BRAC  round?  If  so,  can  you  estimate  the  annual 
cost  to  this  excess  infrastructure? 

General  FoGLEMAN.  If  the  BRAC  Commission  makes  no  significant  changes  in  the 
1995  DOD  base  closure  and  realignment  recommendations,  some  excess  infrastruc- 
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ture  will  still  remain  within  the  Air  Force  at  the  completion  of  this  round.  This  ex- 
cess amount  in  large  part  includes  Reserve  capacity  to  allow  for  the  potential  return 
of  overseas-based  force  structure  and  other  contingencies.  It  would  be  difficult  to  es- 
timate the  annual  cost,  because  no  specific  infrastructure  is  identified  as  excess  to 
the  required  Reserve  capacity,  in  addition,  the  costs  associated  with  the  Nation  of 
excess  capacity  may  have  a  greater  impact  on  readiness,  modernization,  and  quality 
of  life  programs  than  the  costs  of  the  excess  capacity  itself. 

FUNDING  SHORTFALLS 

Senator  McCaIN.  Please  provide  detailed  information,  by  fiscal  year  throughout 
the  FYDP,  on  shortfalls  in  the  following  categories  of  funding:  depot  maintenance, 
real  property  maintenance,  and  base  operations  funding.  Please  include  in  that  in- 
formation a  statement  of  the  ability  to  use  additional  funding  in  each  area  in  each 
fiscal  year. 

General  Fogleman.  The  following  are  the  depot  maintenance  (D/M)  shortfalls 
throughout  the  FYDP: 


(Oollars  in  millioos] 

Fiscal  year 

1996 

1997 

1998           1999 

2000 

2001 

D/M  

145.6 

167.5 

346.4        237.5 

229.8 

220.6 

The  Air  Force  is  not  requesting  additional  funding  in  fiscal  year  1996,  however 
if  additional  funding  was  provided  in  any  fiscal  year,  it  would  be  fully  executable 
and  distributed  to  tne  MAJCOMs  in  the  program  elements  and  commodities  where 
the  MAJCOMs  set  their  priorities. 

The  following  shortfalls  in  Real  Property  Maintenance  (RPM)  reflect  the  unfunded 
portion  of  the  Commander's  Facility  Assessment  (CFA)  program: 


(Dollars  in  millions) 

Fiscal  year 

1996 

1997 

1998           1999 

2000 

2001 

RPM  

2.989 

2,664 

2.436        2,277 

2,097 

1,883 

The  Air  Force  would  use  additional  funding  to  accelerate  the  buy-out  of  facilities 
rated  unsatisfactory  or  degraded  by  CFA.  Tne  CFA  is  a  formalized  and  detailed 
analysis  of  quality  of  life  and  readiness  related  to  facility  requirements.  Imple- 
mented department-wide,  CFA  puts  a  "readiness  face"  on  facility  requirements  as 
commanders'  owning  the  facility  will  subjectively  assess  and  assign  a  rating  to  a  fa- 
cility. 

The  following  shortfalls  in  Base  Operating  Support  (BOS)  are  estimates  based  on 
the  fiscal  year  1996  President's  budget  ana  reflects  an  80  percent  funding  level  to 
total  requirements  through  the  FYDP: 


(DollaR  in  millions] 

Fiscal  year 

1996 

1997 

1998           1999 

2000 

2001 

BOS 

265.7 

281.6 

295.2       275.6 

308.3 

352.6 

Additional  funding  would  enable  the  Air  Force  to  improve  quality  of  life  programs, 
(e.g.  morale,  welfare,  and  recreation  activities),  increased  TDi  funds  to  support  ad- 
ditional training  as  identified  in  the  Air  Force  Tear  of  Training"  initiatives,  and 
provide  more  supplies  and  equipment  for  programs  to  support  Air  Force  members 
and  their  families. 

hollow  forces  update 

Senator  McCain.  Please  provide  detailed  information,  by  fiscal  year  for  each 
major  weapon  system,  on  mission  capable  rates,  cannibalization  rates,  and  readiness 
spares  fill  rates.  Please  also  include  a  statement  of  the  ability  to  use  additional 
funding  in  each  area  in  each  fiscal  year. 

General  Fogleman.  We  do  not  have  any  statistical  forecasting  packages  available 
to  project  cannibalization  and  readiness  spares  fill  rates.  However,  through  our 
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Funding  Availability  Multi-Method  Allocator  for  Spares  (FAMMAS)  model,  we  can 

eroject  mission  capable  rates  (based  on  spares  funding)  which  are  identified  below, 
iurrent  and  projected  iunding  levels  appear  adequate  to  meet  peacetime  and  war- 
time taskings. 

MIGRATES 


Hscal  year 

Fiscal  year 

Fiscal  year 

Tiscal  year 

Fiscal  year 

1994 

1995 

1996 

1997 

1998 

83.52 

84.03 

83.89 

83.60 

83.15 

81.10 

79.46 

80.02 

77,14 

76.54 

84.23 

85.04 

86.56 

87.66 

87.74 

77.37 

78.22 

79.85 

81.02 

81.12 

78.71 

79.25 

80.23 

81.09 

81.42 

79.43 

78.20 

81.36 

82.05 

82.24 

65.99 

66.80 

67.86 

67.38 

66,96 

75.56 

75.94 

77.83 

77.67 

77,76 

73.12 

73.57 

75.02 

74.58 

74,11 

65.99 

65.84 

69.32 

69.87 

70,34 

81.92 

78.60 

80.79 

86.36 

86,44 

79.22 

72.19 

75.32 

78.25 

78,50 

78.43 

78.46 

79.12 

79.02 

78,08 

80.12 

80.52 

81.52 

81.91 

82,22 

86.30 

86.25 

86.91 

87.62 

87.42 

79.54 

79,68 

80.48 

80.69 

80.30 

A-10 

T-A 

F-15E 

F-15  

F-16  

TAF  

C-5  

C-141  

STRATAIR 

B-1  

B-52  

BOMBER  .,. 

C-130  

C-135  

E-3 

OTHER  


ADDITIONAL  FUNDING — SPECIFIC  MUNITIONS  PROGRAMS 

Senator  McCain.  What  are  your  highest  priorities  for  additional  funding  for  spe- 
cific munitions  programs? 

General  FOGLEMAN.  The  Force's  priorities  for  additional  funding  for  specific  muni- 
tions are: 

1.  Joint  Air-to-Surface  Standoff  Missile  (JASSM) — $50.0  million  to  initiate  devel- 
opment of  a  replacement  for  the  recently  terminated  Tri-Service  Standoff  Attack 
Missile  (TSSAM).  TSSAM's  cancellation  occurred  after  the  fiscal  year  1996  budget 
was  finalized.  This  fiscal  year  1996  budget  did  not  include  a  JASSM  funding  re- 

Juest.  The  Air  Force  is  iunding  JASSM  in  fiscal  year  1997  and  beyond.  A  joint  Air 
orce  and  Navy  program  office  is  being  established.  Two  contractors  are  planned  to 
compete  in  developing  this  standofi",  precision  strike  missile  compatible  with  Air 
Force  and  Navy  fignter  and  bomber  aircraft. 

2.  Conventional  Air  Launched  Cruise  Missile  (CALCM) — $27.5  million  will  modify 
an  additional  200  nuclear  armed  Air  Launched  Cruise  Miles  (ALCM)  to  a  conven- 
tionally armed  configuration,  CALCM.  This  modification  is  an  affordable,  quickly 
available  use  of  excess  ALCM  currently  in  storage.  With  the  TSSAM's  cancellation, 
CALCM  (proven  in  Desert  Storm)  provides  an  immediate  capability  until  JASSM  is 
available.  The  Air  Force  recmirement  is  for  up  to  850  CALCM.  While  CALCM  covers 
only  a  portion  of  the  TSSAM  target  set,  it  provides  a  significant  capability  until 
JASSM  oecomes  available. 

3.  AGM-130— $42.0  million  for  the  procurement  of  an  additional  100  AGM-130s. 
We  can  procure  this  standoff  weapon  now  and  capitalize  on  economies  of  scale  in 
this  weapon's  last  year  of  production. 

COUNTER-TERRORISM 

Senator  McCaIN.  Preliminary  reports  are  that  the  President's  proposals  for  new 
authorities  to  combat  domestic  terrorism  may  rely,  to  some  extent,  on  the  participa- 
tion or  assistance  of  the  U.S.  military.  Specifically,  the  media  has  reported  that  the 
military  will  be  asked  to  participate  in  some  way  in  domestic  criminal  investiga- 
tions. Is  it  your  understanding  that  the  U.S.  military  will  be  asked  to  assume  new 
responsibilities  under  the  President's  counter-terrorism  proposals? 

General  FocLEMAN.  At  the  time  of  these  hearings,  tne  administration's  bill  pro- 
posing antiterrorism  amendments  had  not  been  introduced.  This  response  is  based 
upon  Section  908  of  S.  735,  the  Comprehensive  Terrorism  Prevention  Act  of  1995. 
That  provision  incorporates  certain  administration  initiatives  concerning  DOD  tech- 
nical assistance  to  law  enforcement  during  a  national  emergency  involving  either  bi- 
ological or  chemical  weapons  of  mass  destruction.  Section  908  proposes  two  amend- 
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ments  to  Title  18,  U.S.  Code.  The  first  adds  a  new  subparagraph  to  Section  175, 
authorizing  DOD  technical  assistance  to  the  Department  of  Justice  (DOJ)  for  an 
emergency  arising  from  the  use  of  biological  weapons  of  mass  destruction.  The  sec- 
ond inserts  a  new  Section  2332b,  authorizing  DOD  technical  assistance  during  an 
emergency  associated  with  chemical  weapons  of  mass  destruction.  Both  proposals 
recognize  that  specially  trained  military  f)ersonnel  possess  the  expertise  and  knowl- 
edge to  assist  law  enforcement  oflicers  in  responding  effectively  and  safely  to  life- 
threatening  incidents  arising  from  unauthorized  use  of  either  biological  or  chemical 
devices.  DOD  supports  this  legislation  and  will  work  with  DOJ  to  issue  implement- 
ing regulations  defining  the  permissible  types  of  assistance. 

Senator  McCaIN.  What  is  your  view  of  this  possible  new  mission  for  the  military? 

General  FoglemaN.  The  administration's  counter-terrorism  initiatives  provide  a 
necessary  clarification  of  the  types  of  support  that  DOD  is  authored  to  furnish  dur- 
ing biological  or  chemical  emergencies.  DOD  would  be  permitted  to  furnish  specified 
equipment  and  qualified  personnel  to  operate  that  equipment  to  monitor,  contain, 
or  disable  a  biological  or  chemical  device.  Such  assistance  is  similar  to  support  mis- 
sions that  DOD  personnel  traditionally  perform  under  Chapter  18  of  Title  10,  U.S. 
Code,  Military  Support  to  Civilian  Law  Enforcement  Authorities.  Following  the  re- 
cent terrorist  incidents  in  Oklahoma  and  Japan,  the  administration's  initiatives  pro- 
vide for  a  limited  and  prudent  expansion  of  DOD's  support  role  during  biological 
and  chemical  emergencies.  DOD  personnel  would  not  be  permitted  to  exercise  arrest 
powers  or  conduct  searches  and  secures  of  evidence  under  Section  908  unless  the 
immediate  protection  of  human  life  necessitates  such  actions.  In  view  of  the  severity 
of  the  threat  posed  by  employment  of  such  highly  lethal  devices  and  military  exper- 
tise in  this  area,  DOD  supports  this  antiterrorist  initiative.  It  strikes  an  appropriate 
balance  between  our  traditional  reluctance  to  use  military  personnel  for  domestic 
law  enforcement  purposes  and  the  need  to  respond  effectively  to  the  threat  posed 
by  terrorist  use  of  such  devices. 

1994  DEFENSE  SCIENCE  BOARD  REPORT 

Senator  McCain.  One  of  the  deficiencies  identified  in  the  1994  Defense  Science 
Board  report  on  military  readiness  was  the  lack  of  preparedness  to  respond  to  the 
threat  or  use  of  weapons  of  mass  destruction.  Use  of  persistent  chemical  agents  on 
ports,  for  example,  was  found  to  be  a  crippling  blow  to  the  ability  of  our  forces  to 
carry  out  their  missions.  What  has  been  done  to  redress  this  serious  shortfall? 

General  FOGLEMAN.  The  Air  Force  is  addressing  chemical  weapon  (CW),  as  well 
as  biological  weapon  (BW)  readiness  issues  with  the  other  services  and  DOD  within 
the  Joint  NBC  Defense  Program  and  the  Counterproliferation  Support  Program.  Ad- 
ditionally, CW/BW  are  being  addressed  in  two  separate  "areas  for  progress"  in  the 
1995  DOD  Counterproliferation  Program  Review  Committee  Report  to  Congress:  (1) 
real  time  detection/characterization  of  CW  and  BW  agents  and  (2)  passive  defense 
capabilities  enabling  military  operations  to  continue  in  contaminated  conditions. 

At  present,  the  Air  Force  has  a  basic  chemical  detection  capability  that  is  de- 
ployed to  overseas  operating  locations  and  is  part  of  the  war  reserve  materiel  made 
available  to  deploying  units.  Contamination  avoidance  is  supported  by  automated 
nerve  agent  detectors  and  chemical  detection  kits.  Air  Force  and  joint  programs 
exist  to  develop  and  field  enhanced  detection  capabilities  to  include  stand-off  detec- 
tion, a  capability  to  detect  agents  not  currently  detectable,  and  improved  warning 
and  reporting  systems.  Where  avoidance  may  not  be  possible,  programs  are  under- 
way to  develop  and  field  improved  capabilities  like  new  protective  clothing,  specified 
clothing  for  fire-fighters  and  others,  and  new  eye/respiratory  protection  systems. 
Protection  equipment  includes  the  use  of  protective  masks,  battledress 
overgarments,  boots,  and  gloves.  For  aircrew  protection,  we  are  actively  pursuing 
sufficient  second  generation  below-the-shoulder  protection  (the  individual  Aircrew 
Chemical  Coverall)  and  are  in  full  rate  production  of  second  generation  above-the- 
shoulder  chemical  protection  system  (Aircrew  Eye  Respiratory  Protection)  which  will 
replace  our  first  generation  mask,  filter,  and  hood.  The  Air  Force  also  has  funded 
the  Joint  Service  Lightweight  Integrated  Suit  Technology  I  (J LIST  I)  with  delivery 
starting  fiscal  year  1997.  We  are  actively  pursuing  J  LIST  II  to  include  an  aircrew- 
style  suit  to  provide  fire  and  chemical  protection  and  reduced  thermal  burden.  Our 
goal  is  to  align  our  Air  Force  program  with  the  joint  program  for  both  ground  and 
aircrew  individual  protection.  And  finally,  the  Air  Force  has  a  solid  aircrew  and 
ground  training  program  to  ensure  troops  at  risk  are  familiar  with  the  equipment 
and  how  to  operate  in  a  Weapons  of  Mass  Destruction  environment.  For  example, 
aircrews  receive  4  hours  of  initial  and  recurring  ground  academic  training,  and  fly 
annual  simulator  and  aircraft  sorties  while  wearing  chemical  gear. 
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The  Air  Force  also  is  directly  involved  in  DOD's  chemical  and  biological  defense 
(CBD)  program,  which  was  restructured  to  reflect  congressional  direction  to  improve 
jointness  and  consolidate  historically  separate  service  funding  lines  into  an  inte- 
grated DOD-wide  program.  While  the  constituent  projects  of  the  CBD  program  are 
not  new,  their  consolidation  is  expected  to  result  in  a  more  efficient  and  cost-effec- 
tive program  to  better  meet  the  passive  defense  needs  of  the  combatant  command- 
ers. 

The  consolidated  CBD  program  provides  development  and  procurement  of  systems 
to  enhance  the  ability  of  U.S.  forces  to  deter  and  defend  against  BW/CW  agents  dur- 
ing regional  contingencies.  Joint  and  service-unique  CBD  programs  are  structured 
to  support  the  framework  of  the  three  tenets  of  BW/CW  defense:  (1)  contamination 
avoidance;  (2)  force  protection  and;  (3)  decontamination. 

Senator  McCain.  In  your  December  21,  1994,  letter  to  me  you  state:  ".  .  .  the  Ma- 
rine Corps,  as  currently  programmed,  is  underfunded  by  about  $2.5  billion  over  the 
FYDP  ...  At  the  Corps*  current  level  of  funding  I  can  only  guarantee  the  continued 
"health'  of  the  Corps  through  fiscal  year  1997."  These  are  very  serious  statements. 
Does  that  shortfall  still  exist  in  the  current  1996-2001  FYDP? 

General  MUNDY.  The  $2.5  billion  additional  requirement  still  exists  over  the  cur- 
rent FYDP.  This  shortfall  represents  the  absolute  minimum  level  of  funding  re- 
quired for  Marine  Corps  ground  appropriations  to  reduce  our  risk  of  arriving  in  the 
year  2001  in  a  "less  than  peak"  state  of  readiness.  This  amount  does  not  address 
all  of  our  true  needs. 

Careful  consideration  has  been  given  to  balancing  resources  to  ensure  a  ready  Ma- 
rine Corps  today.  The  Corps  is  "healthy,"  meeting  all  commitments  with  operation- 
ally ready  and  effective  forces.  However,  today's  health  is  coming  at  the  expense  of 
tomorrow's  "wellness"  through  deferring  investment  in  modernized  equipment  for 
our  ground  forces  as  well  as  investment  in  our  physical  plant  in  terms  of  necessary 
maintenance  and  repair.  Our  presently  necessitated  strategy  of  sustaining  a  ready, 
capable  force  by  delerring  investment  will  ultimately  undermine  the  Corps'  ability 
to  meet  our  future  warfignting  and  peacetime  presence  requirements. 

Senator  McCain.  What  are  the  areas  most  seriously  afTected  by  this 
underfunding? 

General  MUNDY.  The  most  serious  impact  is  in  our  investment  accounts  for  mod- 
ernization, for  infrastructure  repair  and  maintenance,  and  for  adequate  housing  of 
our  single  and  married  marines.  The  growing  requirement  in  maintenance  and  re- 
pair of  our  infrastructure  aboard  our  oases  and  stations  is  seriously  underfunded 
as  our  buildings  continue  to  deteriorate.  Backlog  of  maintenance  and  repair  (BMAR) 
of  our  physical  plant  is  growing  at  approximately  $100  million  per  year  and  reaches 
$1  billion  by  fiscal  year  1998. 

We  also  have  serious  shortfalls  in  our  ability  to  procure  the  weapons  and  mobility 
assets  to  replace  our  aging  eauipment.  The  Procurement,  Marine  Corps  (PMC)  ac- 
count, which  buys  things  sucn  as  ammunition,  trucks,  communication  equipment, 
etc.,  is  as  low  as  it  has  been  since  1972.  In  constant  terms,  the  Marine  Corps  has 
averaged  $1.2  billion  to  $1.4  billion  per  year  for  procurement  of  equipment  to  sup- 
port our  ground  forces.  The  Marine  Corps  requires  an  average  of^$1.2  billion  per 
year  in  procurement  to  recapitalize  and  modernize  its  ground  equipment.  Our  aver- 
age procurement  funding  level  for  1996-2001  is  roughly  half  that,  or  $0.6  billion  per 
year  and  our  fiscal  year  1996  request  of  $474  million  permits  us  to  fund  only  our 
most  essential  modernization  and  sustainability  requirements. 

The  Secretary  of  Defense  has  helped  to  increase  the  funding  for  BEQs  and  family 
housing,  but  much  remains  to  be  aone  to  reduce  the  growing  requirement  for  ade- 
quate housing  for  all  our  marines. 

Senator  McCain.  Mai.  Gen.  Jim  Jones,  Commander  of  the  2nd  Marine  Division, 
testified  to  the  House  hfational  Security  Committee  that: 

"The  advancing  age  of  our  equipment  and  our  ability  to  maintain  it  is  our  Achilles 
heel  ....  While  current  equipment  readiness  is  accurate,  it  will  decline  at  current 
funding  levels." 

Is  this  a  problem  across  the  Marine  Corps?  If  so,  what  is  the  remedy  for  this  seri- 
ous problem? 

General  MUNDY.  With  the  downsizing  of  our  forces,  decreasing  defense  spending, 
and  hi^  OPTEMPO,  our  current  inventory  of  assets  is  being  utilized  longer  than 
its  original  life  expectancy.  For  the  near  term,  the  Marine  Corps  is  seeking  ways 
to  extend  the  life  of  these  assets  without  solely  relying  upon  modernization  funding. 
However,  these  initiatives  provide  only  a  short  term  reprieve  from  the  concerns  ex- 
pressed by  Major  General  Jones.  At  current  funding  levels  and  OPTEMPO,  our 
equipment  assets  will  require  more  frequent  and  costly  repairs.  As  the  frequency 
of^  repairs  increases,  operational  readiness  could  be  anticipated  to  decline  accord- 
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ingly.  The  remedy  for  this  problem  is  to  plan  and  fund  a  modernization  program 
for  critical  weapwns  systems  before  they  approach  the  end  of  their  service  life  ex- 
pectancy. 

Senator  McCain.  I  understand  that  Major  General  Oster,  the  Marine  Corps  Dep- 
uty Chief  of  Staff  for  Programs  and  Resources,  has  suggested  that  Marine  ground 
vehicle  and  ammunition  accounts  are  underfunded  today  and  are  pointing  the  way 
toward  serious  ftiture  problems.  Further,  he  concludes  that  the  turn  of  the  century 
will  bring  with  it  a  requirement  to  replace  or  upgrade  a  variety  of  Marine  vehicles. 
How  do  you  foresee  these  modernization  and  recapitalization  efforts  materializing, 
given  current  budget  constraints  and  OPTEMPO? 

General  MUNDY.  At  current  funding  levels  we  will  not  be  able  to  ensure  the  future 
readiness  and  capabilities  of  the  Corps  beyond  fiscal  year  1997.  Our  presently  neces- 
sitated strategy  of  sustaining  a  ready,  capable  force  by  deferring  investment  wiU  ul- 
timately undermine  the  Corps'  ability  to  meet  our  future  warfignting  and  peacetime 
presence  requirements. 

The  Procurement,  Marine  Corps  (PMC)  account,  which  buys  things  such  as  am- 
munition, trucks,  communication  equipment,  etc.,  is  as  low  as  it  has  been  since 
1972.  In  constant  terms,  the  Marine  Corps  has  averaged  $1.2  billion  to  $1.4  billion 
per  year  for  procurement  of  equipment  to  support  our  ground  forces.  The  Marine 
Corps  requires  an  average  of  $1.2  oillion  per  year  in  procurement  to  recapitalize  and 
mooemize  its  ground  equipment.  Our  average  procurement  funding  level  for  1996- 
2001  is  roughly  half  that,  or  $0.6  billion  per  year — and  our  fiscal  year  1996  request 
of  $474  million  p)ermits  us  to  fund  only  our  most  essential  modernization  and  sus- 
tainability  requirements. 

We  have  worked  very  closely  with  the  Department  of  the  Navy  to  apply  scarce 
resources  towards  our  most  pressing  modernization  requirements.  Recognizing  the 
likelihood  of  continued  austerity  in  the  defense  topline  during  the  FYDP  years,  we 
continue  to  pursue  ways  towards  stretching  our  limited  modernization  funding.  For 
example,  we  are  utilizing  the  Service  Life  Extension  Program  (SLEP)  and  remanu- 
facture  programs  to  modernize  some  of  our  force  within  the  economic  constraints  im- 
posed upon  the  Corps.  A  prime  example  of  this  is  the  Medium  Tactical  Vehicle  Re- 
manufacture  (MTVR)  Program.  This  program  evolved  from  the  need  to  replace  our 
medium  vehicle  fleet  at  the  turn  of  the  century  with  limited  funding.  The  remanu- 
facture  process  produces  a  new  vehicle  with  increased  capability.  The  estimated  cost 
of  a  remanufactured  medium  truck  is  60  to  65  percent  of  buying  a  "like  vehicle" 
new.  This  is  a  limited  program  and  helps  to  modernize  a  portion  oT  our  mobility  as- 
sets. Without  additional  funding,  other  measures  would  have  to  be  taken  that  could 
impact  the  capabilities  of  the  Marine  Corps  and  have  a  strategic  impact. 

Senator  McCain.  What  has  to  be  sacrificed  in  order  to  provide  the  resources  nec- 
essary to  meet  these  operational  requirements? 

General  MUNDY.  Today's  readiness  requirements  are  being  met  at  the  cost  of  our 
modernization  tomorrow.  The  majority  of  our  expenditures  today  go  toward  the  big- 
gest aspect  of  readiness — keeping  quality  manpower.  Little  is  leit  over  after  that; 
so  looming  on  the  horizon,  is  the  modernization  problem.  Unless  we  begin  replacing 
equipment  in  the  near  future,  a  large  portion  will  become  obsolete  by  about  2005. 

Senator  McCain.  Will  the  Marine  Corps  arrive  in  the  year  2001  with  a  modern- 
ized aviation  inventory,  to  include  radar  in  AV-8B  Harriers  and  F/A-18A/C/Ds  that 
are  not  at  the  end  of  their  service  life? 

General  MUNDY.  Modernizing  the  Marine  Corps's  aviation  inventory  is  an  ongoing 
task.  In  the  year  2001,  the  Corps  will  be  just  beginning  to  introduce  the  MV-22  to 
the  Fleet  Marine  Force  as  the  replacement  for  the  aging  CH— 46E  ad  CH-53D  me- 
dium lift  helicopters.  So,  the  answer  would  be  "no,"  if  we  are  looking  solely  at  the 
medium  lift  fleet,  for  example,  and  asking  if  it  had  been  completely  modernized. 
There  will  be  inventory  shortfalls,  but  if  the  recapitalization  priority  continues  with- 
in the  Department  of  Defense,  we'll  be  better  ofi  amongsome  aircraft  model  inven- 
tories in  2001  than  we  were  5  years  before  that  year.  The  concern  would  be  if  we 
could  not  continue  the  recapitalization  effort  that  is  now  planned  and  ongoing. 

Looking  specifically  at  AV-8B  Harriers  and  F/A-18s,  the  Corps  will  have  partial 
modernization  completed  in  2001.  The  Harrier  Remanufacture  Program  will  be 
nearing  completion  of  brinmng  part  of  the  AV-8B  fleet  up  to  effective  night  and  ad- 
verse weather  capability.  Radar  will  exist  in  75  of  the  Corps'  140  AV--8Bs  by  the 
end  of  fiscal  year  2001.  A  total  of  22  more  remanufactured  Harriers  will  be  delivered 
in  2002  and  2003,  and  the  manufacturer's  ability  to  continue  remanufacturing  the 
balance  of  the  Harrier  force  with  radar/night  systems  capabilities  will  still  exist. 
Should  fiscal  conditions  later  permit,  the  Corps  would  desire  to  complete  the  re- 
manufacture  of  the  entire  Harrier  Heet. 

The  Marine  Corps  inventory  of  F/A-18A/C/D  Hornets,  assuming  current  force 
structure,  will  be  at  the  middle  of  their  service  life  in  2001.  Early  lot  F/A-18As  will 
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be  approaching  the  end  of  their  service  life,  while  the  F/A-18C  models  will  be  in 
mid-uie.  The  D  model  two-seat  Hornet  will  be  approaching  late  life  due  to  limited 
production  numbers  and  normal  attrition. 

Continuing  to  modernize  and  procure  F/A-18  aircraft  will  help  to  maintain  an  ac- 
ceptable PEKSTEMPO  across  the  Department  of  the  Navy. 

Senator  McCain.  In  your  letter  of  December  21,  1994,  you  state  that  the  Marine 
Corps  deployed  34  of  its  force  of  62  amphibious  ships  to  Desert  Storm  while  another 
12  amphibious  craft,  were  deployed  to  meet  presence  and  crisis  response  require- 
ments. That  is  a  total  of  46-snips  deployed  to  support  one  "MRC"  and  a  number  of 
other  commitments,  or  75  percent  oi  the  available  Marine  force  at  the  time.  How- 
ever, you  note  that  today  the  Marine  Corps  only  has  41  such  amphibious  ships. 

What  are  the  risks  inherent  in  having  reduced  our  amphibious  ship  force  to  a 
level  less  than  that  required  to  support  one  of  the  postulated  MRCs  (rather  than 
being  able  to  support  2  MRCs>  while  at  the  same  time  maintaining  other  commit- 
ments? 

General  MUNDY.  The  accelerated  decommissioning  of  amphibious  ships  to  pa^  for 
the  recapitalization  plan  has  created  a  temporary  snortfall  in  certain  areas  of  am- 
phibious lift,— in  particular,  vehicle  square.  To  bridge  this  shortfall,  the  Navy  has 
established  an  amphibious  lift  enhancement  plan  that  utilizes  ships  in  the  Reserves 
and  ships  assigned  to  the  Military  Sealift  Command  (MSC).  Seven  of  the  ships  as- 
signed to  MSC  are  in  a  Mobility  Category  B  status  which  may  require  up  to  180 
days  to  activate.  The  delay  in  making  these  ships  ready  to  respond  to  a  crisis  has 
an  associated  time  risk  that  might  result  in  the  ships  not  being  ready  soon  enough 
to  participate  in  an  amphibious  operation. 

Senator  McCain.  Could  the  Marine  Corps  today  deploy  sufficient  amphibious 
forces  to  a  Desert  Storm-like  contingency? 

General  MUNDY.  The  modem  ships  of  the  amphibious  fleet  today  are  much  more 
capable  than  the  ships  that  participated  in  Desert  Storm  that  have  been,  or  will 
soon  be,  retired.  The  LPH  class  is  being  replaced  by  LHDs;  the  eight  LSD  41s  class 
ships  have  been  delivered;  the  first  oi  four  LSD  49s  has  been  commissioned;  and 
procurement  of  the  first  of  12  LPD  17s  is  planned  for  fiscal  year  1998.  This  signifi- 
cant Qualitative  advancement,  however,  is  not  being  accomplished  without  oper- 
ational quantitative  cost.  In  order  to  fund  the  recapitalization  of  the  amphibious 
fleet,  we  have  been  forced  to  either  decommission,  or  retire  from  the  Active  fleet, 
amphibious  hulls  with  significant  service  life  remaining.  This  has  measurably  re- 
duced our  lift  capability  pending  the  tentative  completion  of  the  recapitalization  ef- 
fort in  fiscal  year  2009.  Our  present  Active  lift  capability,  measured  in  vehicle 
square,  is  1.8  MEB  equivalents.  This  is  appreciably  below  the  documented  require- 
ment of  3.0  MEB  lift  equivalents,  as  well  as  below  the  imposed  fiscally  constrained 
goal  of  2.5  MEB  equivalents.  In  order  to  counter  this  15  year  shortfall  and  attain 
the  2.5  MEB  lift  goal,  the  Navy  has  effected  an  Amphibious  Lift  Enhancement  Plan 
(ALEP)  that  requires  the  use  of  ships  assigned  to  the  Naval  Reserve  Fleet  and  the 
Military  Sealift  Command.  Althougn  these  ships  redress,  in  part,  the  amphibious 
lift  shortfall,  the  least  ready  of  these  ships  (7  of  11  associated  with  ALEP)  are  as- 
signed a  Mobilization  Category  B,  requiring  up  to  180  days  to  activate.  The  attend- 
ant risk  associated  with  this  plan  is  readily  apparent  when  measured  against  any 
Major  Regional  Contingency  (MRC)  scenario  requiring  a  limited  notice  surge  capa- 
bility. The  current  lift  capability  composition  also  portends  a  more  circumspect  ap- 
proach to  forward  presence  in  the  event  of  such  an  MRC.  This  assumption  of  risk, 
nowever,  has  been  determined  acceptable  based  on  the  overarching  need  to  recapi- 
talize and  the  acute  fiscal  constraints  that  currently  prevail. 

Senator  McCain.  Would  you  agree,  uncategorically,  that  you  have  been  forced,  by 
inadequate  budget  levels  or  misallocated  funding,  to  sacrifice  the  optimum  readiness 
of  your  service  in  the  year  2001  to  maintain  today's  readiness? 

General  MUNDY.  Careful  consideration  has  been  given  to  balancing  resources  to 
ensure  a  ready  Marine  Corps  today.  The  Corps  is  "healthy,"  meeting  all  commit- 
ments with  operationally  ready  and  effective  forces.  However,  today's  health  is  com- 
ing at  the  expense  of  tomorrow's  "wellness"  through  deferring  investment  in  mod- 
ernized equipment  for  our  ground  forces  as  well  as  investment  in  our  physical  plant 
in  terms  of  necessary  maintenance  and  repair.  Our  presently  necessitated  strategy 
of  sustaining  a  ready,  capable  force  by  deierring  investment  will  ultimately  under- 
mine the  Corps'  ability  to  meet  our  future  warfighting  and  peacetime  presence  re- 
quirements. 

Senator  McCain.  What  additional  funding  would  you  request  to  ensure  that  your 
service  arrived  in  2001  in  a  peak  state  of  readiness?  To  which  programs  or  activities 
would  you  dedicate  this  funding;  in  order  of  priority? 

General  MUNDY.  Within  present  resources,  we  have  worked  closely  with  the  Navy 
to  develop  a  modernization  strategy  that  includes  both  the  MV-22  Osprey  and  Ad- 
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vanced  Amphibious  Assault  Vehicle  (AAAV),  while  providing  improvements  to  mine 
warfare,  naval  surface  fire  support  and  amphibious  lift.  The  fielding  of  these  essen- 
tial systems  could  also  be  accelerated  if  additional  resources  were  made  available. 

To  enter  the  next  century  at  the  readiness  level  expected  to  meet  our  current  mis- 
sion, approximately  an  additional  $1.0  billion  per  year  is  needed  over  the  next  5 
years  to  ftilly  finance  a  capable  Marine  Corps  at  the  force  level  prescribed  by  Con- 
gress, the  President  and  tne  Department  of  Defense.  The  priority  of  funding  would 
go  to  investments  in  our  future  modernization,  infrastructure  and  housing  for  our 
marines.  This  shortfall  reflects  the  funding  level  which  would  support  an  enhanced 
level  of  modernization  and  readiness  and  represents  a  $2.5  billion  increase  above 
the  amount  identified  in  my  December  21,  1994  letter  to  you.  If  you  recall,  the 
shortfall  in  that  letter  reflected  the  minimum  level  of  funding  required  to  reduce 
the  overall  risk  to  the  wellness  of  the  Corps  through  the  FYDP  years.  The  additional 
$2.5  billion  required  through  the  FYDP  years  would  be  applied  toward  ammunition, 
real  property  maintenance,  quality  of  life,  family  housing  and  equipment  replace- 
ment programs. 

Senator  McCain.  What  funding  and  programs  would  you  increase  to  ensure  that 
your  service  arrived  in  2001  in  peak  state  of  preparedness  to  p)erform  its  missions 
jointly  in  conjunction  with  other  services? 

General  NlUNDY.  The  output  of  the  Marine  Corps  Combat  Development  Process 
(CDP),  the  process  through  which  military  requirements  are  measured  and 
prioritized  against  approved  operational  concepts,  will  form  a  central  element  in  the 
resolution  oi  this  issue.  We  have  prioritized  our  funding  in  Command,  Control,  Com- 
munications, Computers  and  Intelligence  (C''I)  within  the  Fiscal  Year  1996  Presi- 
dent's Budget  and  our  programming  cycle  to  ensure  the  Marine  Corps  is  capable  of 
interoperability  on  the  modern  battlefield.  The  Corps  continues  to  monitor  the  latest 
developments  in  technolo^es  in  this  area  to  ensure  that  we  remain  capable  in  the 
future.  Funding  of  the  MV-22  Osprey  and  the  Advanced  Amphibious  Assault  Vehi- 
cle (AAAV)  replaces  our  aging  mobility  assets  and  greatly  enhances  our  capabilities 
and  contribution  to  the  joint  warfighting  arena. 

Senator  McCain.  Assuming  the  minimum  planning  scenario  is  the  two  MRC  sce- 
nario, in  your  personal  view,  can  we  currently  meet  that  threat  with  the  "over- 
whelming force  promulgated  by  former  Chairman  of  the  Joint  Chiefs  of  Staff,  Collin 
Powell? 

General  MUNDY.  The  Marine  Corps  could  meet  the  two  MRC  scenario  but  it  would 
be  a  demanding  challenge.  The  first  MRC  would  likely  absorb  a  large  portion  of  Ma- 
rine Corps  forces  and  resources.  Marine  Corps  forces  could  swing  to  the  second  MRC 
only  after  the  first  MRC  was  complete,  or  after  Marine  Corps  forces  accomplished 
their  mission  in  the  first  MRC. 

Senator  McCain.  In  your  personal  view,  what  additional  funding  or  other  support 
is  required  to  ensure  that,  in  the  year  2001;  your  service  is  fully  ready  to  meet  the 
postulated  threats  of  the  next  century  and  to  carry  out  its  assigned  missions? 

General  MUNDY.  Our  forcible  entry  forces  are  operating  with  aging  equipment  and 
shipping.  Within  present  resources,  we  have  worked  closely  with  the  Navy  to  de- 
velop a  modernization  strategy  that  includes  both  the  MV-22  Osprey  and  the  Ad- 
vanced Amphibious  Assault  Vehicle  (AAAV),  while  providing  improvements  to  mine 
warfare,  naval  surface  fire  support  and  amphibious  lift.  The  fielding  of  these  essen- 
tial systems  could  be  accelerated  if  additional  resources  were  available.  We  must 
modernize  if  we  are  to  provide  ready,  balanced  and  credible  combat  forces  to  our 
warfighting  CINCs  in  the  years  ahead.  The  expeditious  modernization  of  our  forcible 
entry  and  littoral  warfare  forces  is  in  the  national  interest. 

To  enter  the  next  century  at  the  readiness  level  expected  to  meet  our  current  mis- 
sion, approximately  an  additional  $5.0  billion  is  needed  over  the  next  5  years  above 
that  currently  funded  to  provide  a  capable  Marine  Corps  at  the  force  level  pre- 
scribed by  Congress,  the  President  and  the  Department  of  Defense.  The  priority  of 
funding  would  go  to  investments  in  our  future  modernization,  infrastructure  and 
housing  for  our  marines.  This  shortfall  reflects  the  funding  level  which  would  sup- 
port an  enhanced  level  of  modernization  and  readiness  and  represents  a  $2.5  billion 
mcrease  above  the  amount  identified  in  my  December  21,  1994  letter  to  you.  If  you 
recall,  the  shortfall  in  that  letter  reflected  the  minimum  level  of  funding  required 
to  reduce  the  overall  risk  to  the  wellness  of  the  Corps  through  the  FYDP  years.  The 
additional  $2.5  billion  required  through  the  FYDP  years  would  be  applied  toward 
ammunition,  real  property  maintenance,  quality  of  life,  family  housing  and  equip- 
ment replacement  programs. 

Senator  McCain.  As  you  know,  diverting  funding  to  peacekeeping,  humanitarian 
assistance  and  other  non-traditional  operations  has  cut  into  the  readiness  of  our 
Armed  Forces.  Put  aside  a  moment  the  administration's  proposed  Readiness  Preser- 
vation Authority,  which  allows  the  services  to  draw  broadly  from  all  funding  ac- 
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counts  to  pay  for  these  operations;  I  do  not  support  this  blank-check  approach  to 
budgeting.  What  is  your  assessment  of  an  alternative  proposal  that  would  require 
the  administration  to  seek  a  full  supplemental  for  all  costs  relating  to  any  non-tradi- 
tional operations  within  30  or  60  days  of  commencement  of  the  operation?  Under 
this  type  of  plan,  if  the  operation  lasted  longer  than  anticipated  and  budgeted,  a 
second  supplemental  would  be  required. 

General  MUNDY.  Since  Congress  does  not  allow  DOD  to  budget  for  unplanned  con- 
tingency operations,  O&M  funds  must  be  diverted  from  other  approved  programs. 
The  impact  of  diverting  O&M  funds  depends  on  the  timeliness  of  receipt  of  supple- 
mental appropriations.  In  general,  the  potential  impact  of  late  receipt  of  supple- 
mental appropriations  in  support  of  unplanned  contingency  operations  includes:  (1) 
canceling  or  postponing  exercises  and  Held  training  (mcluding  joint  and  combined 
operations);  (2)  inventory  drawdown  of  spares  and  repair  parts;  (3)  increased  ground 
and  aviation  equipment  maintenance  requirements  with  lewer  dollars  and  opportu- 
nities to  conduct  maintenance;  and  (4)  flight  hour  restrictions  to  the  Marine  Corps 
fljring  hour  program. 

For  example,  late  receipt  of  the  fiscal  year  1994  supplemental  in  support  of  un- 
planned contingency  operations  in  Aviano,  Rwanda,  Somalia  and  Haiti  caused  defer- 
ral of  scheduled  aircraft  maintenance  and  flight  hour  restrictions  on  11  of  27  east 
coast  Marine  aviation  squadrons.  Of  these,  five  were  effectively  grounded  during 
late  August  1994  and  early  September  1994 — flights  were  limited  to  maintenance 
flints  only.  The  remaining  six  squadrons  were  limited  to  50  hours  each  and  re- 
ported decreased  training  readiness — and  the  residual  affects  continued  into  fiscal 
year  1995.  The  impact  on  ground  forces  was  minimal. 

Since  Congress  completed  action  and  the  President  signed  the  fiscal  year  1995 
supplemental  during  April  1995,  we  have  been  able  to  avoid  any  readiness  impact 
associated  with  support  of  unplanned  contingency  operations.  The  key  point  here  is 
timing.  That  is,  early  receipt  of  supplemental  appropriations  remains  the  critical 
factor  in  minimizing  the  impact  of  unplanned  contingency  operations. 

While  I  am  not  familiar  with  the  specific  provisions  of  the  stated  alternative  pro- 
posal that  would  seek  full  supplemental  for  costs  within  30  or  60  days  of  commence- 
ment of  operations,  I  would  generally  support  a  financing  arrangement  which  would 
focus  on  minimizing  the  impact  of  unplanned  contingency  operations  on  our  normal 
peacetime  operations. 

Senator  McCain.  In  my  view,  this  proposal  has  none  of  the  basic  problems  of  the 
War  Powers  Act,  yet  it  would  require  both  the  administration  and  Congress  to  act 
quickly  to  provide  adequate  funding  to  conduct  such  operations.  Could  you  suggest 
any  specific  improvements  to  such  a  procedure? 

General  MUNDY.  While  I  am  not  familiar  with  the  specific  provisions  of  the  stated 
alternative  proposal  that  would  seek  full  supplemental  for  costs  within  30  or  60 
days  of  commencement  of  operations,  I  would  generally  support  a  financing  arrange- 
ment which  focuses  on  minimizing  the  impact  of  unplanned  contingency  operations 
on  our  normal  peacetime  training  operations. 

Senator  McCain.  Congress  has  recently  passed  a  Fiscal  Year  1995  Defense  Sup- 
plemental to  restore  funding  to  readiness  accounts  that  have  been  tapped  to  support 
contingency  operations  last  year.  Was  the  level  of  funding  provided  lor  your  service 
adequate  to  restore  the  readiness  accounts  to  their  necessary  levels? 

General  MUNDY.  Yes.  The  fiscal  year  1995  supplemental  fully  supports  the  contin- 
gency requirements  we  have  identified. 

Senator  McCain.  Has  this  additional  funding  been  allocated  yet  to  your  service? 

General  MUNDY.  As  of  May  15,  1995,  we  have  not  received  our  funding  allocation. 

Senator  McCain.  What  are  the  adverse  impacts,  if  any,  of  the  recisions  of  defense 
funds  taken  in  that  bill  to  make  it  deficit  neutral? 

General  MUNDY.  Marine  Corps  programs  were  not  directly  impacted  by  the 
recisions.  However,  we  may  be  required  to  share  in  general  reductions  assessed 
against  RDT&E  (Science  and  Technology);  National  Guard  and  Reserve  Equipment; 
and  Defense  Environmental  Restoration  accounts. 

Senator  McCaIN.  Privatization  of  support  activities,  such  as  depot  maintenance 
and  base  support  operations,  is  gaining  in  popularity  in  Congress.  Do  you  support 
privatizing  most  base  support  operations  not  directly  related  to  military  capability, 
including  lirefighting  ana  oase  security? 

General  MUNDY.  In  general,  we  have  found  that  when  we  study  privatization  of 
most  base  support  functions,  it  is  more  cost  effective  to  maintain  the  work  in-house. 
Cost  effectiveness  and  the  ability  to  respond  to  the  mission  needs  of  our  tenant 
Fleet  Marine  Force  units  are  our  primary  considerations. 

We  do  support  privatization  of  base  fire  fighting  services  if  the  services  can  be 
performed  more  cost  effectively  and  if  the  quality  of  fire  and  emergency  service  ca- 
pabilities are  maintained.  With  today's  budget  pressures,  we  recognize  that  fire 
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fighting  functions  need  to  be  performed  as  cost  effectively  as  possible.  Privatization 
is  often  viewed  as  a  means  to  achieve  significant  cost  savings.  Unfortunately,  pre- 
vious attempts  at  privatization  of  base  support  functions  have  not  resulted  in  sig- 
nificant savings  and  we  have  seen  an  escalation  of  contractor  costs  over  time.  It  is 
imperative  that  the  long  term  costs  of  privatization  be  carefully  analyzed  and  the 
cost  savings  be  defined  before  proceeding  with  privatization.  It  is  also  important  to 
maintain  Uie  high  level  of  fire  and  emergency  response  capabilities  currently  pro- 
vided by  our  fire  departments.  Todav,  our  fire  departments  are  actively  involved  in 
emergency  medical  response,  hazardous  materiels  response,  specialized  rescue,  dis- 
aster response,  wildland  fire  fighting,  fire  prevention,  public  fire  education,  plan  re- 
view, ana  fire  protection  systems  testing.  These  additional  emergency  response  func- 
tions have  been  added  with  no  increase  in  personnel  and  very  small  increases  in 
equipment  and  material  funds.  As  a  result,  we  have  orovided  a  significant  quality 
oi  Ufe  improvement  to  our  marines,  their  families,  civilians  employees,  and  the  sur- 
rounding community. 

Privatizing  the  fire  fighting  services  offers  an  option  to  the  traditional  service  de- 
livery provided  by  the  Marine  Corps.  Where  it  makes  good  service  delivery  and  eco- 
nomic sense,  we  will  support  the  privatization  option.  However,  we  must  be  cautious 
of  reducing  our  emergency  service  capabilities  in  the  name  of  privatization.  Our  per- 
sonnel and  installations  are  too  valuable  to  provide  anything  less. 

The  Marine  Corps  does  not  support  privatization  of  base  security  for  a  variety  of 
reasons.  First,  our  military  police  are  actively  involved  in  antiterrorist  response, 
command  investigative  support,  flightline  security,  military  working  dog  (drug  and 
explosive  detection)  support,  and  security  of  critical  assets  (arms,  ammunition  and 
explosives).  Because  garrison  security  is  an  integral  part  of  the  Marine  Corps  Mili- 
tary Police  mission,  experience  and  proficiency  gained  in  these  garrison  law  enforce- 
ment activities  are  necessary  building  blocks  for  successful  performance  during  con- 
tingency and  combat  operations. 

Attempts  to  privatize  security  within  other  services  have  neither  resulted  in  a 
more  cost  efTective  nor  more  capable  security  service.  In  this  age  of  international 
coniflict  and  increased  terrorist  acts,  it  is  imperative  that  those  providing  investiga- 
tive services  and  security  in  support  of  military  commanders  be  well  trained  and 
knowledgeable  on  security  and  military  standards. 

Senator  McCain.  Do  vou  support  privatizing  the  military  depot  system,  if  cost 
savings  can  be  validated? 

General  MUNDY.  Cost  savings  alone  should  not  be  the  driving  factor  in  determin- 
ing whether  the  service  depots  should  be  privatized.  Numerous  studies  conducted 
by  the  Department  of  Defense,  some  of  which  were  directed  by  Congress,  have  vali- 
dated the  need  to  retain  some  organic  depot  CORE  capability  within  each  service 
in  the  event  of  a  two  MRC  contingency.  The  retention  of  this  CORE  capability  is 
a  concept  which  I  fully  support.  Additionally,  the  Marine  Corps  Depots  are  an  inte- 
gral part  of  our  logistics  support  structure.  Unlike  some  of  our  sister  services,  our 
ground  equipment  depots  directly  support  operational  units  in  their  geographical  re- 
gions. Further,  their  flexibility  allows  them  to  quickly  reorient  priorities  based  upon 
Marine  Corps  mission  requirements/readiness  considerations.  This  flexibility  is  key 
to  our  logistics  support  structure  and  may  not  exist  if  our  depots  are  totally 
privatized.  The  Marine  Corps  has  spent  a  considerable  amount  of  time  and  effort 
over  the  past  couple  of  years  examining  the  business  processes  of  our  depots  and 
has  implemented  dramatic  changes  which  are  providing  increased  efficiencies  and 
cost  savings  without  detracting  from  the  support  provided  to  our  operational  forces. 
Finally,  although  not  under  Marine  Corps  management,  the  NADEPs  provide  an  in- 
valuable source  of  repairs  to  Marine  Corps  Aviation  assets.  With  the  projection  of 
decreasing  budgets  and  lengthened  time  in  service  for  our  aviation  assets,  these  fa- 
cilities and  their  highly  trained  personnel  will  assume  an  even  more  critical  role  in 
ensuring  the  readiness  of  our  aviation  assets.  We  need  to  maintain  a  ready  and  re- 
sponsive organic  source  of  repairs,  both  aviation  and  ground,  to  support  our  forces; 
therefore,  I  would  not  support  complete  privatization  of  the  depots. 

Senator  McCaIN.  Do  you  have  sugeestions  for  privatizing  other  programs,  such 
as  aircrew  physiology  training  or  health  care? 

General  MUNDY.  1  don't  think  privatizing  USN/USMC  aviation  physiology  training 
is  viable  for  the  following  reasons.  First,  our  aviation  physiology  resources  are 
scaled  appropriately  and  are  in  the  right  locations  to  meet  the  training  require- 
ments of  a  reduced  force  level.  Temporarily  assigning  USN/USMC  training  person- 
nel is  more  cost  effective  for  meeting  our  training  requirements  at  sites  without 
physiological  support.  This  also  gives  us  more  flexibility  for  meeting  our  require- 
ments than  a  contractor  could  provide. 

Second,  our  physiology  program  differs  from  the  other  services.  The  same  person- 
nel and  resources  used  for  USN/USMC  aircrew  physiology  training  also  provide 
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water  survival  training.  In  fact,  we  provide  water  survival  training  for  the  other 
services.  Both  programs  are  recurring  liigh  risk"  training  requirements  that  need 
officer-level  oversight  and  accountability  to  prevent  training  injuries.  Our  physiolo- 
gists are  integral  to  our  unit  training  and  are  required  to  maintain  operational 
m^t  status  to  keep  current  and  crediole  their  subject  knowledge  of  military  avia- 
tion issues.  The  scope  of  USN/USMC  physiological  training  is  well  bevond  civil  avia- 
tion capabilities  or  the  typical  civilian  instructor  experience  base.  Naval  aerospace 
phvsiologists  are  also  our  fleet  experts  in  topics  such  as  night  vision  goggle  tech- 
nology and  human  factors,  aviation  chemical/biological  defense  systems,  aviation  life 
support  systems  (fU^t  equipment),  laser  threat,  and  safety.  It  wiU  be  very  difficult 
to  find  civilian  countenjarts  with  that  kind  of  current  experience  or  versatility.  In- 
structor credibility  and^  quality  of  instruction  are  at  risk  with  privatization  of  this 
training. 

ThiroC  naval  aerospace  physiologists,  assigned  within  Marine  Corps  units,  are  in- 
tegral to  our  aviation  s^ety  programs  and  serve  as  aeromedical  safety  officers 
(.A^lSOs).  They  are  often  members  of  our  aviation  mishap  boards.  AMSOs  are 
deployable  assets  that  fit  our  operational  employment  concept.  We  need  to  keep  the 
operational  deployment  capability  of  our  physiology  training  within  military  person- 
nel structure. 

Senator  McCain.  Do  you  have  suggestions  for  privatizing  other  programs,  such 
as  aircrew  physiolocy  training  or  healtn  care? 

General  MuhfDY.  Senator,  I  believe  that  a  discussion  of  privatization  of  health  care 
must  be  viewed  in  the  context  of  readiness  of  the  force.  I  fully  support  the  Navy 
Department  and  the  Bureau  of  Medicine  and  Surgery  positions  in  this  area. 

The  Department  of  Defense  must  optimize  its  role  in  medical  support  to  oper- 
ations and  provide  health  care  benefits  to  the  force.  Eliminating  all  non-military 
unique  or  all  non-operationally  related  medical  functions  from  the  Active  duty  com- 
ponent and  shilling  them  to  tne  civilian  sector  will  disable  the  Navy  Department's 
capability  to  provide  quality  medical  support  to  forward-deployed  units. 

•  The  Navy  Department  currently  delivers  its  medical  care  in  a  most  efficient 
manner.  The  Navy  Active  duty  medical  provider  requirement  is  developed  using  the 
Total  Health  Care  Support  Readiness  Reouirement  tool,  based  on  both  the  wartime 
and  the  day-to-day  operational  missions  oi  naval  forces. 

•  The  Navy's  meoical  philosophy  is  to  determine  the  minimum  number  of  active 
duty  personnel  which  will  satisfy  the  operational  mission,  including  a  rotation  base 
and  training  billets.  In  fiscal  year  1995,  the  active  duty  medical  provider  require- 
ment is  42,074.  This  translates  into  a  ratio  of  1:12.9  active  medical  providers  per 
active  military  end  strength  including  Naval  Reservists  and  Marine  Corps  personnel 
(based  on  an  active  duty  Navy,  Marine  Corps  and  full  time  Reserve  population  of 
543,575).  In  comparison,  the  Air  Force  ratio  is  1:7.8  and  the  Army  ratio  is  1:8.4. 
The  difference  is  attributable  to  different  philosophies  of  care  delivery.  The  Navy's 
use  of  uniquely  trained  Hospital  Corpsmen  in  circumstances  where  tne  other  serv- 
ices use  ofncer  corps  contributes  greatly  to  this  efficiency.  In  summary,  the  Navy 
has  the  lowest  ratio  of  medical  providers  per  10,000  active  duty  personnel  of  all 
services. 

•  Eliminating  all  non-operational  functions  from  the  direct  care  system  does  not 
recognize  the  necessity  for  shore-based  medical  training  facilities  as  a  skills-acquisi- 
tion and  maintenance  base  for  health  care  providers  deploying  to  and  returning 
from  operational  tours.  While  at  these  shore  training  sites,  the  Navy  health  care 
team  practices  its  wartime  skills  on  the  broad  spectrum  of  medical  and  surgical 
cases.  The  product  of  their  training  nets  a  savings  to  DOD  through  cost-effective  de- 
livery of  the  statutory  health  care  oenefit  assured  by  Title  10.  These  benefits  would 
otherwise  be  delivered  by  other,  more  expensive  and  less  efficient  means. 

My  view  is  any  efibrt  to  privatize  health  care  beyond  the  current  initiatives  of 
managed  care  (Tricare)  would  adversely  affect  the  readiness  of  our  health  care  pro- 
viders. The  health  and  fitting  fitness  of  your  Marine  Corps  is  strongly  linkea  to 
the  readiness  of  the  Navy  Medical  Department.  We  must  protect  this  vital  asset. 

Senator  McCain.  Over  the  past  6  years,  Congress  added  approximately  $5.5  bil- 
lion in  unrequested  military  construction  projects,  within  the  topline  of  a  declining 
defense  budget.  What  is  your  assessment  of  the  impact  of  these  add-ons  on  readi- 
ness? 

General  MUNDY.  As  always,  the  Marine  Corps  is  appreciative  of  any  additional 
funding  we  receive  for  military  construction  (MILCON).  However,  if  funding  for  ad- 
dition^Q  MILCON  is  removed  from  another  Marine  Corps  appropriation  then  overall 
long-term  readiness  is  degraded.  I  support  the  President's  Duaget.  It  provides  the 
minimum  level  of  funding  necessary  to  provide  the  Nation  a  ready  Marine  Corps 
in  1996.  The  budget  before  you  buys  that  current  readiness.  If  resources  are  shifted 
within  the  budget  and  difTer  from  the  FVesident's  request,  I  cannot  guarantee  the 
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Marine  Corps'  level  of  readiness.  With  the  President's  budget,  I  can  guarantee  the 
continued  "health"  of  the  Corps  through  fiscal  year  1997,  the  second  year  of  the  cur- 
rent 2-year  budget. 

Senator  McCain.  Do  you  support  the  criteria  for  evaluating  Members'  requests  for 
add-ons  that  was  adopted  for  the  Senate  last  year? 

General  MUNDY.  Yes,  the  Marine  Corps  supports  the  criteria  for  evaluating  Mem- 
ber's requests  for  add-ons  that  was  adopted  for  the  Senate  last  year. 

Senator  McCain.  Is  requested  military  construction  funding  for  the  Guard  and 
Reserve  adequate?  Is  the  requested  family  housing  budget  adequate? 

General  MUNDY.  The  military  construction  budget  for  the  Marine  Corps  Reserve 
has  been  constrained  this  fisctd  year  due  to  BRAC  uncertainties.  The  budgets  are 
programmed  to  increase  in  the  outyears.  The  Marine  Corps  Reserves  do  not  main- 
tain any  family  housing. 

Senator  McCain.  The  1995  base  closure  recommendations  of  the  Secretary  of  De- 
fense were,  frankly,  disappointing  in  that  they  were  significantly  scaled  back  from 
anticipated  levels.  Eliminating  unnecessary  infrastructure  is  essential  to  rational 
downsizing  and  to  freeing  up  scarce  defense  resources  for  readiness,  quality  of  life 
and  modernization.  Do  you  believe  it  is  necessary  to  conduct  yet  another  round  of 
base  closures? 

General  MUNDY.  The  Marine  Corps,  for  the  foreseeable  future,  does  not  anticipate 
needing  major  base  realignment  or  closures.  However,  with  the  completion  of  BRAC 
95,  we  will  return  to  the  pre-BRAC  88  condition  of  not  having  a  viable  method  of 
instituting  major  realignments  and  closures.  Unless  current  constraints  are 
changed,  this  will  limit  the  long-term  ability  of  the  services  to  make  necessary  ad- 
justments to  operational  and  economic  requirements. 

Senator  McCain.  Assuming  the  BRAC  makes  no  significant  changes  in  the  Sec- 
retary of  Defense  reconmiendations,  will  excess  infrastructure  remain  in  your  serv- 
ice at  the  completion  of  the  current  BRAC  round?  If  so,  can  you  estimate  the  annual 
cost  to  this  excess  infrastructure? 

General  MUNDY.  There  are  no  major  blocks  of  excess  infrastructure  within  the 
Marine  Corps.  Minor  excesses  inevitably  exist  as  the  composition  of  supported  forces 
at  any  given  location  changes.  However,  the  cost  of  these  small  excesses  is  minor 
and  not  readily  severable  from  overall  base  operating  support. 

Senator  McCain.  Please  provide  detailed  information,  by  fiscal  year  throughout 
the  FYDP  on  shortfalls  in  the  following  categories  of  funding:  depot  maintenance, 
real  property  maintenance,  and  base  operations.  Please  include  in  the  information 
a  statement  of  the  ability  to  utilize  additional  funding  in  each  area  in  each  fiscal 
year. 

General  MUNDY.  Based  on  the  fiscal  year  1996  PresBud  submission  and  FYDP  the 
following  is  provided: 

Depot  Maintenance 

lOdlan  ia  millions) 
Hscal  year 

1996  

1997  

1998  

1999  

Total $346.9  $248.6 

Real  Property  Maintenance 

Congress,  in  1978,  set  a  ceiling  for  the  Backlog  of  Maintenance  and  Repair 
(BMAR)  at  $106  million  for  the  Marine  Corps.  This  ceiling  was  not  to  be  exceeded 
or  adjusted  for  inflation.  The  thought  being,  the  effects  of  inflation  would  continu- 
ously make  the  ceiling  more  stringent  and  force  our  facilities  into  ever  improving 
conditions.  The  Marine  Corps  has  never  been  below  this  ceiling  since  its  inception. 
Our  BMAR  at  the  end  of  fiscal  year  1994  was  $607  million.  It  is  my  goal  to  reduce 
the  BMAR  to  the  congressional  ceiling  by  2010.  The  shortfalls  below  reflect  the  ad- 
ditional finds  needed  to  meet  the  BMAR  goal. 


Tola! 

Executable 

deficiency 

portion 

$153.4 

$76.6 

101.4 

83.5 

51.0 

47.4 

41.1 

41.1 
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[Dollars  in  millions) 

Fiscal  year 

1996 

1997 

1998           1999 

2000 

2001 

BMAR  

$176 

$186 

$200         $144 

$126 

$109 

Base  Operations 

[Being  researched  at  this  time.  Will  forward  response  ASAP.] 

Senator  McCain.  Please  provide  detailed  information,  by  Hscal  year  for  each 
major  weapon  system,  on  mission  capable  rates,  cannibalization  rates,  and  readiness 
spares  fill  rates.  Please  also  include  a  statement  of  the  ability  to  utilize  additional 
funding  in  each  area  in  each  fiscal  year. 

General  MUNDY.  The  Marine  Corps  does  not  authorize/practice  cannibalization  of 
ground  equipment  nor  do  we  track  readiness  spares  fill  rates,  and  therefore  cannot 
comment  on  these  areas.  Mission  capable  rates  for  major  weapon  systems  are  indi- 
cated below: 


Fiscal  year 


1995 

1996 

1997 

1998 

1999 

90 

90 

90 

90 

90 

87 

87 

87 

87 

85 

87 

87 

87 

85 

85 

87 

87 

87 

85 

85 

85 

87 

87 

85 

85 

87 

87 

87 

85 

85 

85 

87 

87 

85 

85 

90 

90 

90 

85 

85 

85 

85 

85 

85 

85 

90 

90 

90 

90 

90 

86 

86 

86 

86 

86 

93 

95 

95 

95 

95 

89 

90 

90 

90 

90 

88 

90 

90 

90 

90 

Ground  Systems: 

MlAl  Tank 

LAV-25 

WV-C 

LAV-R 

lAV-AT 

lAV-L  

LAV-M  

M198  How  

Missie  Systems: 

TOW  

HAWK 

Dragon  

Asit  Amphib  Vehicles: 

AAVC7A1  

AAVP7A1  

AAVR7A1  


Note:  LAV  predicted  drop  in  readiness  is  due  to  planned  block  upgrades. 

Senator  McCain.  Please  provide  detailed  information,  by  fiscal  year  for  each 
major  weapons  system,  on  mission  capable  rates,  cannibalization  rates,  and  readi- 
ness spare  fill  rates.  Please  also  include  a  statement  of  the  ability  to  utilize  addi- 
tional funding  in  each  area  in  each  fiscal  year. 

General  Mundy.  The  table  below  summarizes  Marine  Corps  aircraft,  mission  capa- 
ble and  cannibalization  rates. 


Aircraft  type  &  fiscal  year 


Mission         Full  mission      Cannibaliza- 
capable  capable        tion  rate  per 

(percent)         (percent)         100  fit  hrs 


AV-^B: 

1994 77.2 

1993 76.1 

1992 71.2 

1991 71.5 

1990 72.4 

F/A-18A: 

1994 83.2 

1993 80.5 

1992 78.7 

1991 812 

1990 78.9 

F/A-188: 

1994 79.8 


74.2 

3.9 

65 

4.1 

65.7 

3.7 

67.1 

4.2 

67.3 

6.3 

76.1 

6.8 

76.8 

6.8 

78.2 

6.4 

77.8 

5.9 

78.1 

6.4 

75.9 


5.0 
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Aircraft  type  S  fiscal  year 


Mission 
capable 
(percent) 


Full  mission 
capable 
(percent) 


Cannlbailza- 
tion  rate  per 
100  fit  hrs 


1993 78.7 

1992 68.8 

1991 41-7 

1990 52.6 

F/A-18C: 

1994 86.1 

1993 84.1 

1992 ?9-3 

1992 81-4 

1991 82.5 

F/A-180: 

1994 86.1 

1993 83 

1992 ",1 

1991 69.3 

1990 68 

EMB: 

1994 76 

1993 78.9 

1992 81 

1991 78.1 

1990 80.4 

KC-130F: 

1994 79.5 

1993 80.5 

1992 73.8 

1991  73.7 

1990 73.6 

KC-130R: 

1994  82 

1993 78.9 

1992 76.8 

1991 80.6 

1990 80.2 

KC-130T: 

1994 : 73.3 

1993 78.5 

1992 83.6 

1991 86.6 

1990 79.4 

AH-IW: 

1994 71.8 

1993 73.3 

1992 70.5 

1991 65.4 

1990 60.7 

UH-IN: 

1994 80 

1993 75 

1992 70 

1991 67 

1990 73 

CH-530: 

1994 77.9 

1993 72.5 

1992 60.9 

1991 69.3 

1990 66.2 

CH-53E: 

1994 75.8 


76.5 

7.9 

66.2 

12.7 

28.6 

11.9 

48.2 

7.2 

82.3 

5.6 

81.6 

5.5 

75.3 

6.3 

74.4 

5.4 

78 

5.2 

83.2 

4.1 

78.9 

6.6 

69.2 

7.8 

53.4 

8.3 

61.7 

7.3 

72.1 

7.4 

74.1 

5.3 

75.4 

5.9 

72.7 

8.4 

72.3 

8.1 

67,5 

3.5 

67.8 

2.7 

60.3 

3.5 

56.3 

5.9 

58.7 

5.8 

73.5 

1.95 

72.6 

3.5 

67.1 

3.3 

63.4 

3.2 

61.4 

2 

60.9 

5.9 

67.4 

7.4 

76.7 

7.1 

76.8 

10 

69.1 

10.4 

62.8 

8.2 

59.6 

9.6 

54.2 

8.2 

51.5 

14.9 

41.7 

19.6 

74 

5.1 

66 

6.8 

60 

7.3 

55 

8.9 

62 

9.2 

72.3 

8.2 

64.3 

7.3 

52.8 

7.1 

58.7 

7.7 

57.7 

9.2 

68.7 


5.4 
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Aircratt  type  &  tiscal  year 


Mission 
capable 
(percent) 


Full  mission 
capable 
(percent) 


Cannibaliza- 
tion  rale  per 
100  tit  hrs 


1993 73.6 

1992 62.7 

1991 60.3 

1990 60.9 

RH-53D: 

1994 49.7 

1993 54.3 

1992 52.3 

1991 26.8 

1990 48.9 

CH-46E: 

1994 81.3 

1993 80.1 

1992 72.4 

1991 68.7 

1990 60.9 

HH-46E: 

1994 68.3 

1993 73.7 

1992 59.8 

1991 58.1 

1990 66.5 


62.7 

6.4 

44.9 

8.8 

37.4 

10.8 

41.8 

12.7 

33.5 

12.5 

36.3 

17.1 

48.2 

10.8 

18.3 

31.1 

46.4 

13.3 

74.7 

4.1 

72.2 

3.4 

63.8 

5.3 

56.8 

.   6.2 

79.1 

6.4 

63.8 

8.4 

55.6 

4.1 

51.8 

7.1 

57.8 

6.6 

79.9 

10.3 

In  defining  readiness  spares  rates,  Marine  Corps  Aviation  uses  gross  and  net  sup- 
ply effectiveness  as  a  key  performance  indicator.  This  standard  is  not  weapon  sys- 
tems specific.  Instead,  it  measures  an  aviation  logistics  unit's  ability  to  fill  the  re- 
quirements of  the  oi^anizations  it  supports.  The  following  table  provides  Marine 
Aviation  gross  and  net  supply  effectiveness  rates,  statistics  Tor  fiscal  years  1990  and 
1991  are  not  available. 


Marine  Aviation  Logistics  Squadron  &  fiscal  year 


Type  of  aircraft  supported 


Gross  supply 

effectiveness 

(percent) 


Net  supply 

effectiveness 

(percent) 


MALS-U  .. 
1992 
1993 
1994 

MALS-12  .. 
1992 
1993 
1994 

MALS-13  .. 
1992 
1993 
1994 

MALS-14  .. 

1992 

1993, 

1994. 
MALS-16  ... 

1992. 

1993. 

1994  . 
MALS-24  ... 

1992. 

1993. 

1994. 
MALS-26  ... 

1992. 

1993. 

1994. 


F/A-18A  F/A-18B 
F/A-18C  F/A-18D 
KC-130F    KC130R 

F/A-18A 

F/A-18C  

AV-8B  

EA-6B  

AV-8B  

AV-«B  

EA-6B  

KC-130F 

KC-130R  

CfM6E  

CH-530  

CH-53E  

F/A-18C  

CfM6E  

CH-530  

CH-46E  

CH-53D  

CH-53E  

AH-IW    UH-IN  


74.3 

84.4 

76.7 

86.8 

76.5 

87.4 

76.2 

88.8 

76.6 

88.7 

74.6 

87.1 

80.7 

92.7 

77.6 

91.5 

77.4 

93.1 

74.6 

87.8 

76.4 

89.6 

78.2 

87.6 

74.5 

85.2 

75.3 

84.9 

79.9 

87.8 

71.8 

88.8 

69.4 

80.4 

74.4 

88.8 

76.2 
78.1 
76.3 


86.6 
90.9 
87.8 


108 

Gross  supply  Net  supply 

Marine  Aviation  La(istics  Squadron  t  fiscal  year                       Type  ol  aircraft  supported          etiectiveness  etlectiveness 

(percent)  (percent) 


MALS-29  CH-46E  

1992 CH-53E  69  77 

1993  AH-IW 75.3  86.9 

1994  "ZZ UH-IN  80.3  90.8 

M/^Ls_31  F/A-18A 

1992 F/A-18C  73.6  84.3 

1993 F/A-180  70  86 

1974 75.6  87.3 

MALS-36  CfM6E  

1992  CH-53E  76.2  84.9 

1993  AH-IW     UH-IN  75.4  85.3 

1994  \ KC-130  74.5  88.2 

MALS-39..^ AH-IW 

1992  UH-IN  

1993 

1994 

Proper  levels  of  aviation  spares  are  necessary  to  sustaining  our  aircraft  readiness. 
Past  ninding  levels  have  not  allowed  us  to  maximize  shell  stock  availability.  We 
continue  to  streamline  our  logistics  processes  in  order  to  sustain  supply  effective- 
ness. Additional  fiscal  year  1996  and  outyear  funding  can  be  utilized  to  increase 
plane-side  spares  availability,  and  continue  equipment  repair  at  the  end  of  the  fiscal 
year  which  is  normally  reduced  or  curtailed. 

Senator  McCain.  What  are  your  highest  priorities  for  additional  funding  for  spe- 
cific munitions  programs? 

General  MUNDY.  The  information  follows. 

fiscal  Year  1995  Fiscal  Year  1996  Fiscal  Year  1997 


83.3 

90 

74.6 

87.3 

77.4 

88.1 

Quantity  Dollars  Quantity  Dollars  Quantity 


G955-Grenade,  Hand  Smoke  Violet: 

Budget 

Enhancement $0,704  $31,158 


Total $0,704  $31,158     

The  enhancement  dollars  will  improve  the  Marine  Corps'  posture  from  44  percent  to  94  percent  of  the  Approved  Acquisition 

Objective  (AAO). 
M766-lgniter,  Time  Fuse  Blasting: 

Budget  $0,600       184.685 

Enhancement $0,374  $131,588     


Total $0,374  131,588        $0,600       184,685 

The  enhancement  dollars  will  improve  the  Marine  Corps'  posture  from  36  percent  to  47  percent  of  the  Approved  Acquisition 

Objective  (AAO). 

M980-Charge,  Demo  Explosive  Sheet  38ft: 

Budget  

Enhancement $0,771  2.137     


Total $0,771  2,137     

The  enhancement  dollars  will  improve  the  Marine  Corps'  posture  from  0  percent  to  41  percent  of  the  Approved  Acquisition 

Objective  (AAO). 
M981-Charge,  Demo  Explosive  Sheet  25ft: 

Budget  

Enhancement $0,626  1,737     


Total $0,626  1,737      

The  enhancement  dollars  will  Improve  the  Marine  Corps'  posture  from  0  percent  to  38  percent  of  the  Approved  Acquisition 

Objective  (AAu). 
M982-Charge,  Demo  Explosive  Sheet  19ft: 

Budget  $0,700  1,481 

Enhancement $0,539  1,494     
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Fiscal  Year  1995  Fiscal  Year  1996  Fiscal  Year  1997 


Dollars  Quantity  Dollars  Quantity  Dollars  Quantity 


Total S0.539  1.494        $0,700  1,481 

The  enhancement  dollars  will  improve  the  Manne  Corps'  posture  from  0  percent  to  36  percent  of  the  Approved  Acquisition 

Objective  (AAO). 

MM44-Charge,  Demo  FLSC  75  gr/R: 

Budget  $0,026  661         $0,051  863         $0,036  663 

Enhancement 245  4,136     


Total $0,026  661         $0,296  4,999         $0,036  663 

The  enhancement  dollars  will  improve  the  Marine  Corps'  posture  from  55  percent  to  93  percent  of  the  Approved  Acquisition 

Objective  (AAO). 

C484-ag,  81mm  Infrared  Ilium: 

Budget  $4,724  9.222         $2,009         -4,902 

Enhancement $6682  13,043      


Total $11,406  22,265        $2,009          4.902 

The  enhancement  dollars  will  improva  the  Marine  Corps'  posture  from  33  percent  to  72  percent  of  the  Approved  Acquisition 

Objective  (AAO). 

A576-Ctg,  Cal  .50  4&1  Unked: 

Budget  $5,975     1,895,319        $5,315  1,830,863 

Enhancement 33.800  10,730,158     


Total $39,775         12,625,477        $5,315     1,830,863 

The  enhancement  dollars  will  improve  the  Marine  Corps'  posture  from  29  percent  to  44  percent  of  the  Approved  Acquisition 

Objective  (AAO). 
A518-Ctg,  Cal  .50  SLAP  4&1  Unked: 

Budget  $5,661       661,340     

Enhancement $24,305  2.755.556     


Total $5,661       661,340       $24,305  2,755.556     

The  enhancement  dollars  will  improve  the  Marine  Corps'  posture  from  21  percent  to  39  percent  of  the  Approved  Acquisition 

Objective  (AAO). 
D532-Chg,  Prop  155mm  Red  Bag: 

Budget  

Enhancement $31,954  48,549     


Total $31,954  48,549     

The  enhancement  dollars  will  improve  the  Marine  Corps'  posture  from  22  percent  to  29  percent  of  the  Approved  Acquisition 

Objective  (AAO). 
Enhancement  Total $100,000     

Senator  McCain.  Preliminary  reports  are  that  the  President's  proposals  for  new 
authorities  to  combat  domestic  terrorism  may  rely,  to  some  extent,  on  the  participa- 
tion or  assistance  of  U.S.  military.  SpecfTically,  the  media  has  reported  that  the  mili- 
tary will  be  asked  to  participate  in  some  way  in  domestic  criminal  investigations. 
Is  it  your  understanding  that  the  U.S.  military  will  be  asked  to  assume  new  respon- 
sibilities under  the  President's  counter-terrorism  proposals? 

General  MUNDY.  Several  proposals  are  under  consideration  by  both  the  executive 
and  legislative  branches.  The  Marine  Corps  supports  the  provisions  contained  in  the 
Posse  Comitatus  Act  of  1878,  which  limits  the  use  of  military  forces  from  performing 
domestic  law  enforcement  functions. 

Senator  McCain.  What  is  your  view  of  this  possible  new  mission  for  the  military? 

General  MUNDY.  The  Department  of  Defense  recognizes  the  seriousness  of  the  of- 
fenses involving  domestic  terrorism.  It  is  in  the  best  interest  of  our  national  defense 
and  domestic  interests  that  DOD  security  resources  continue  to  fully  support  com- 
bating terrorism  initiatives  as  allowed  by  law. 

Senator  McCain.  One  of  the  deficiencies  identified  in  the  1994  Defense  Science 
Board  report  on  military  readiness  was  the  lack  of  preparedness  to  respond  to  the 
threat  or  use  of  weapons  of  mass  destruction.  Use  of  persistent  chemical  agents  on 
ports,  for  example,  was  found  to  be  a  crippling  blow  to  the  ability  of  our  forces  to 
carry  out  their  missions.  What  has  been  done  to  redress  this  serious  shortfall? 

General  MUNDY.  As  you  are  aware,  the  1995  National  Defense  Authorization  Act 
directed  that  a  Counterproliferation  Program  Review  Committee  (CPRC)  be  estab- 
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lished.  The  CPRC  is  chaired  by  the  SECDEF  and  is  composed  of  the  Secretary  of 
Energy,  Director  of  Central  Intelligence  (DCI),  and  the  JCS. 

The  Vice  Chairman  of  the  JCS  nas  designated  counterproliferation  as  one  of  the 
nine  Joint  Warfighting  Capabilities  (JWCA)  to  be  assessed,  which  is  also  part  of  the 
assessment  included  within  the  Missions  and  Functions  study.  Clearly,  U.S.  na- 
tional security  requirements  have  undergone  fundamental  changes  in  just  a  few 
short  years.  Nuclear  weapons  proliferation  has  long  been,  and  remains  today,  a 
major  national  security  concern.  However,  recent  events  indicate  that  biological  and 
chemical  weapons  proliferation  are  also  cause  for  growing  concern. 

DOD  policy  to  counter  proliferation  underlies  straightened  efforts  to  prevent  pro- 
liferation and  to  protect  U.S.  forces.  The  major  objectives  of  DOD  policy  are  to:  (1) 
prevent  the  acquisition  of  WMD;  (2)  roll  back  proliferation;  (3)  deter  the  use  of 
WMD;  and  (4)  adapt  U.S.  military  forces  and  planning  to  operate  against  the  real 
threats  posed  by  and  their  deliveiy  systems.  In  summary,  I  feel  confident  that  sig- 
nificant progress  is  being  made  in  developing  capabilities  to  counter  the  spread  of 
WMD.  We  will  continue  to  focus  on  the  identification,  development,  and  transition 
to  those  technologies  needed  to  support  our  warfighters. 


Questions  Submitted  by  Senator  John  Glenn 
army  capabilities 

Senator  Glenn.  Following  the  Persian  Gulf  war.  General  Schwarzkopf,  at  my  re- 
quest, gave  our  committee  a  list  of  "lessons  learned"  suggestions  for  improving  fu- 
ture readiness  and  combat  capability.  I  would  appreciate  your  comments  on  our  cur- 
rent status  in  each  of  these  areas,  with  particular  emphasis  on  those  you  deem  of 
the  most  importance  to  potential  Army  capabilities.  General  Schwarzkopf  identified 
deficiencies  m:  strategic  lift,  mine  countermeasures,  friendly  force  identification,  the 
total  force  policy  round-out  brigade  concept,  fast  sealift,  night  vehicle  identification 
capabilities  for  the  Cobra  and  other  helicopters,  and  increased  missile  detection  ca- 
paoilities. 

General  SULUVAN.  America's  Army  has  changed  from  being  the  instantly  ready 
armored  defender  of  Europe  to  a  Continental  United  States  (CONUS)  based,  power 
projection  force  capable  of  promoting  stability  and  thwarting  aggression  across  the 
range  of  military  operations.  Because  the  Army  must  be  able  to  get  to  the  fi^t  to 
influence  the  situation,  strate^c  lift  has  become  the  linchpin  to  the  Army's  ability 
to  fight  and  win.  Strategic  lift  is  provided  through  the  three  equal  legs  of  the  strate- 
gic mobility  triad — ground  and  afloat  prepositioning  of  sustainment  stocks  and  unit 
equipment,  strategic  airlift  and  strategic  sealift.  In  combination  they  deliver  decisive 
forces  to  the  unified  commander's  theater.  Both  the  Department  of  Defense  (DOD) 
strategic  mobility  studies  [Mobility  Requirements  Study  (MRS),  dated  January 
1992,  and  the  MRS  Bottom-Up  Review  Update  (MRS  BURU),  dated  March  1995] 
validated  the  programmed  strategic  mobility  force  requirements  which  include  the 
deployment  of  up  to  eight  brigade  sets  of  unit  equipment  (UE)  including  at  least 
one  afloat,  the  retention  and/or  acquisition  of  eight  Fast  Sealift  Ships  (FSS),  19 
Large  Medium  Speed  RoU-On/Roll-On"  (LMSR  RO/RO)  ships,  36  Ready  Reserve 
Force  (RRF)  RO/ROs,  and  the  airlift  capacity  represented  by  120  to  140  C-17s.  This 
entire  program  provides  the  Nation  witn  the  capability  of  deploying  a  Desert  Storm 
sized  force  in  half  the  time,  specifically  a  five  and  one-third  division  contingency 
corps  in  75  days. 

Portions  of  this  program  are  nearing  completion.  We  have  been  moving  toward 
our  prepositioning  objective  and  have  seven  sets  either  operational  or  the  equipment 
is  being  delivered  now.  The  final  decision  regarding  the  ei^th  set  remains  under 
discussion  with  the  Unified  commanders  while  I  determine  if  I  have  all  the  equip- 
ment necessary  to  fully  source  it.  The  interim  Army  Prepositioned  Afloat  (APA)  was 
on-station  and  operational  on  12  ships  in  June  1994,  and  two  container  ships  were 
added  in  April  of  this  year.  The  full  implementation  of  the  APA  requires  acquisition 
of  eight  LJMSRs  by  fiscal  year  1998.  These  ships  are  part  of  the  total  sealift  en- 
hancement of  19  LMSRs  (17  of  which  are  already  under  contract  or  option).  The  con- 
tract for  the  last  two  will  be  let  in  fiscal  year  1998.  The  expansion  of  the  RRF  to 
36  RO/ROs  is  proceeding  as  well.  The  DOD  needs  to  purchase  19  RO/ROs  to  fill  out 
the  fleet  to  a  total  of  36,  and  14  of  these  are  on-hand.  The  funds  for  two  more  are 
programmed,  but  the  last  three  still  need  to  be  funded.  The  airlift  portion  of  our 
strategic  lift  requirements  can  be  met  using  current  assets  today;  however,  as  the 
fleet  of  C-141s  is  retired  over  the  next  several  years,  they  will  have  to  be  replaced. 
U.S.  Transportation  Command's  Air  Mobility  (Jommand  will  conduct  the  strategic 
Airlift  Force  Mix  Analysis  (SAFMA)  to  determine  the  best  mix  of  C-17s  and  Non- 
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developmental  Airlift  Aircraft  to  meet  the  recommended  airlift  range.  The  SAFMA 
study  will  result  in  a  strategic  airlift  mix  recommendation  to  the  C-17  Milestone 
III  Defense  Acquisition  Board  in  November  1995.  The  funds  for  this  program  will 
need  to  be  provided  through  the  planned  acquisition  years,  expected  to  be  complete 
by  fiscal  year  2006. 

We  are  making  significant  progress  in  our  strategic  lift  programs,  and  we  will 
continue  to  press  for  the  fill  implementation  of  all  aspects  of  this  critical  component 
of  our  new  CONUS  based,  power  projection  strategy. 

The  Army  still  has  defiaencies  in  its  current  counter-mine  capabilities.  However, 
these  deficiencies  have  been  addressed  in  the  F*rogram  Objective  Memorandum 
(POM)  and  are  in  development.  Our  mine  detection  requirement  will  be  met  through 
fielding  of  Standoff  Minefield  Detection  Systems  (STAMIDS),  which  capitalize  on 
advances  in  forward  looking  infrared  technology,  automatic  target  recognition  and 
digital  signal  processing.  The  STAMIDS  systems  will  be  available  in  handheld,  vehi- 
cle mounted  and  aerial  mounted  configurations.  Our  mine  breaching  requirement 
will  be  met  through  fielding  of  the  Ml  Breacher  vehicle,  featuring  a  depth  controlled 
mine  clearing  blade  mounted  on  a  modified  Ml  chassis.  In  addition  to  the  breacher 
and  in  cooperation  with  the  Marines,  we  will  field,  before  the  end  of  the  century, 
an  explosive  breaching  system  designed  to  destroy  all  types  of  mines  in  the  ground. 

Since  the  end  of  Operation  Desert  Storm,  we  have  increased  our  emphasis  on  frat- 
ricide reduction.  The  Army  has  emphasized  improvements  in  doctrine,  training,  and 
leadership  development  as  quick  and  affordable  ways  to  reduce  fratricide  risk.  Doc- 
trinal changes  have  stressed  fratricide  prevention  and  those  changes  have  enhanced 
Army,  joint,  and  coalition  capstone  doctrine.  Specifically,  fratricide  is  empbasized 
during  our  training  at  Combat  Training  Centers  with  significant  progress.  For  ex- 
ample, the  fratricide  rate  at  National  Training  Center  (NTC)  has  dropped  approxi- 
mately 50  percent  as  a  result  of  these  improvements.  The  Center  for  Army  Lessons 
Learned  has  distributed  fratricide  prevention  publications  to  our  units.  To  reduce 
risk  of  fratricide  by  unexploded  ordnance,  doctrine  (use  and  reporting)  and  training 
(avoidance  and  disposal)  nave  been  improved.  The  Armor  Center  has  developed  and 
distributed  an  anti  fratricide  video  tape;  developed  a  Personal  Computer  based  Com- 
bat Vehicle  Identification  (ID)  trainer,  and  teaches  fratricide  prevention  measures 
in  the  BattalionyBrigade  Pre-Command  course  and  during  all  leader  development 
courses.  As  new  measures  and  devices  are  developed,  we  ensure  that  our  units  and 
training  centers  receive  them  as  rapidly  as  possible. 

Improved  situation  awareness  provided  through  Battlefield  Digitization  will  im- 
prove our  ability  to  direct  and  maneuver  our  forces.  It  will  also  provide  individual 
weapon  platforms  with  up  to  date  friendly  and  enemy  situation  information  that 
will  significantly  assist  with  the  fratricide  problem  in  cases  where  spatial  separation 
provides  enough  confidence  to  engage  targets.  We  also  believe,  however,  as  opposing 
forces  maneuver  and  become  entangled,  that  through-the-sight  positive  identifica- 
tion must  be  provided  to  the  gunner. 

For  a  quick  fix  solution,  we  have  fielded  a  "go-to-war  tomorrow"  capability  consist- 
ing of  Combat  Identification  Panels  and  Budd  Lights  which  are  available  in  the  sup- 
ply system  that  General  Schwarzkopf  did  not  have  during  Desert  Storm.  The  panels 
and  lights  provide  through-the-sight  capability,  but  because  these  passive  devices 
are  vuTneraole  to  exploitation,  they  are  considered  to  be  a  transitional  solution. 

The  Army  has  moved  from  the  Round-Out/Round-Up  Brigade  concept  to  the  Army 
National  Guard  Enhanced  Brigade  concept  since  the  Persian  Gulf  war.  The  October 
1993  Report  on  the  Bottom-Up  Review  provided  the  direction  for  shifting  America's 
focus  away  from  a  national  defense  designed  to  meet  a  global  Soviet  threat  to  one 
oriented  toward  the  new  dangers  of  the  Post-Cold  War  era.  Chief  among  the  new 
dangers  is  that  of  aggression  by  regional  powers. 

The  Bottom-Up  Review  concluded  that  we  can  maintain  a  capability  to  fight  and 
win  two  major  regional  conflicts  and  still  make  prudent  reductions  in  our  overall 
force  structure.  The  key  is  to  ensure  the  ability  to  halt  regional  aggression  quickly. 
One  means  to  hedge  against  this  even  is  the  identification,  training,  and  resourcing 
of  15  Army  National  Guard  Enhanced  Quality  Readiness  Brigades.  This  need  was 
also  identified  in  the  September  1993  Defense  Planning  Guidance. 

The  Army  National  Guard  Enhanced  Readiness  Brigades  are  combat  brigades  de- 
signed, organized,  equipped,  and  trained  to  provide  the  strategic  hedge  against  an 
adverse  major  regional  conflict  in  a  two  major  regional  conflict  scenario.  These  15 
Army  National  Guard  Enhanced  Readiness  Brigades  have  been  identified  as  the 
principal  Reserve  Component  ground  combat  maneuver  forces  of  the  U.S.  Army.  By 
1999,  all  15  brigades  will  be  ready,  trained  and  equipped  to  perform  their  mission. 
The  goal  established  in  the  Bottom-Up  Review  and  the  Defense  Planning  Guidance 
is  to  nave  the  brigades  ready  to  begin  deployment  at  the  highest  readiness  rating, 
C-1,  no  later  than  90  days  after  mobilization.  They  may  be  called  upon  to  perform 
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a  variety  of  functions,  such  as  reinforce,  backfill,  and/or  augment  Active  component 
formations.  Additionally,  they  will  provide  rotational  forces  when  protracted  Active 
component  deployment  to  a  major  regional  conflict  requires  relief  of  committed 
forces. 

The  Army  National  Guard  Enhanced  Brigades  will  be  apportioned  for  deliberate 
planning  to  the  Combatant  Commanders  based  on  guidance  in  the  Joint  Strategic 
Capabihties  Plan.  Their  essential  characteristic  is  wartime  flexibility.  They  must  oe 
able  to  be  employed  into  any  contingency. 

The  Enhanced.  Brigades  will  normally  ooerate  as  a  part  of  an  Active  component 
division  or  corps  and  will  be  associated  with  Active  component  divisions  for  training. 
The  peacetime  training  alignment  between  an  Army  National  Guard  Enhanced  Bri- 
gade and  an  Active  component  unit  is  not  intended  to  dictate  wartime  employment. 
Therefore,  the  Enhanced  Brigades  must  be  flexible  enough  to  be  deployed  with  any 
Active  component  division  or  corps.  This  is  quite  different  from  the  Round-Ouv 
Round-Up  Brigade  concept  where  an  Army  National  Guard  combat  brigade  func- 
tioned as  the  third  brigade  or  the  fourth  brigade  of  an  Active  component  unit. 

The  requirement  for  wartime  employment  flexibility  led  to  the  recommendation 
that  three  mission  essential  tasks  be  the  focus  for  pre-mobilization  training:  move- 
ment to  contact,  attack,  and  defend.  Approximately  85  percent  of  the  identified  "core 
skills"  are  common  to  all  three  missions.  This  recognizes  the  limited  training  time 
available  for  Reserve  component  training  and  the  need  to  focus  on  the  critical  war- 
time training  requirements.  Prior  to  deployment,  additional  operational  require- 
ments will  be  identified  by  the  gaining  commanders  on  the  basis  of  an  analysis  of 
the  mission,  enemy,  terrain,  time,  and  troops  available.  Post-mobilization  training 
wild  be  as  required,  to  train  them  in  any  aaditional  tasks  that  will  be  required  by 
the  expanded,  gaining  combatant  commander  employing  the  Enhanced  Brigade. 

The  Army  National  Guard  Enhanced  Brigade  concept  should  answer  many,  if  not 
all,  of  the  deficiencies  that  General  Schwarzkopf  identified  in  the  Round-Out  Bri- 
gade concept. 

I  consider  the  most  critical  action  at  this  time  to  be  the  completion  of  the  LMSR 
RO/RO  program.  Contracts  have  been  awarded  to  convert  five  container  ships  to  the 
LMSR  configuration  to  be  delivered  in  fiscal  years  1995  and  1996.  Contracts  have 
been  awarded  for  six  "new  build"  ships  with  first  deliveries  in  1998.  A  total  of  19 
LSMRs  are  programmed  to  be  purchased/built  through  fiscal  year  2001.  Eight  of  the 
19  ships  will  become  part  of  the  pre-positioned  afloat  fleet  and  the  remaining  11 
ships  will  be  berthed  in  various  locations  for  surge  strategic  deployment  of  CONUS- 
based  contingency  operations  forces.  DOD,  through  the  Joint  Chiefs  of  Staff  (JCS), 
is  pursuing  research  and  development  (R&D)  eitorts  to  identify  appropriate  Fast 
Sealifl  Ship  (FSS)  technology  that  will  meet  future  DOD  sealifl  requirements.  This 
includes  the  capability  to  replace  current  FSS  assets  that  reach  the  end  of  their 
service  life  in  the  first  decade  of  the  next  century.  Current  initiatives  by  the  sealifl 
industry  include  building  vessels  that  will  travel  in  excess  of  50  knots. 

We  need  your  continued  support  during  the  fiscal  year  1996  budget  le^slative 
cycle  to  continue  to  close  the  strategic  sealift  shortfalls  identified  in  the  Mobility  Re- 
quirements Study  (MRS). 

The  AH-1  Cobra  does  not  have  night  fighting  or  identification  systems.  The  Army 
does  not  intend  to  modernize  the  AH-1  Cobra  helicopter,  as  it  is  not  cost  effective 
to  modernize  Vietnam  era  aircraft  for  the  21st  Century  digital  battlefield.  Tlie  Army 
is  modernizing  the  AH-64  Apache,  the  Army's  current  attack  helicopter,  and  up- 
grading it  to  tne  AH-64D.  Although  the  AH-^4D  will  not  have  a  night  positive  ID 
capability,  its  Fire  Control  Radar  uses  millimeter  wave  technology  to  detect,  classify 
(by  type  of  vehicle),  and  prioritize  (by  threat)  up  to  256  targets  at  night,  in  adverse 
weather  and  under  battlefield  obscurants.  This  information  can  be  passed  digitally 
to  other  ground  and  air  systems  through  the  use  of  the  Improved  Data  Modem, 
which  greatly  enhances-situational  awareness.  The  Army's  number  one  aviation  bat- 
tlefield deficiency  is  armed  reconnaissance.  The  RAH-66  Comanche  is  the  solution 
and  will  allow  not  only  the  crew,  but  now  the  joint  tactical  commander  to  see  the 
battlefield  with  a  three  dimensional  situational  picture  at  night  and  in  adverse 
weather.  The  Comanche  helicopter  will  possess  the  digital  processing  power  to  fuse 
second  generation  Forward  Looking  Infrared  (FLIR)  and  millimeter  wave  sensors  al- 
lowing positive  identification  of  friend  or  foe.  It  can  then  digitally  pass  this  battle- 
field information  throughout  the  joint  communications  architecture. 

The  Army's  Battlefield  Combat  Identification  System  (BCIS)  is  currently  focused 
on  ground-to-ground  applications  only  with  an  ongoing  study  to  examine  air-to- 
ground  applications  ana  alternatives.  Proposed  joint  demonstrations  within  the  next 
year  will  explore  air-to-ground  alternatives.  The  Apache  Longbow  as  well  as  the 
nAH-66  Comanche  will  have  the  weight  space  and  power  to  incorporate  this  system 
if  this  alternative  is  implemented  by  tne  Army. 
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Our  success  with  precision  guided  munitions  in  Desert  Storm  did  not  go  unnoticed 
by  our  potential  adversaries.  Accordingly,  we  are  currently  looking  at  ways  to 
counter  growing  anti-tank  guided  missile  and  precision  guided  munition  threats  to 
our  combat  vehicles.  We  have  an  Advanced  Technology  Demonstration  underway 
that  explores  ways  to  detect  incoming  missiles,  provide  warning  to  the  crew,  and 
counter  those  threats  with  appropriate  jammers,  decoys,  spoofing  or  active  protec- 
tion means. 

In  the  area  of  missile  defense,  the  Army  is  participating  in  the  OfTice  of  the  Sec- 
retary of  Defense  (OSD)  Cruise  Missile  Defense  Advanced  Concept  Technology  Dem- 
onstration (ACTD)  Phase  I,  also  named  "Mountain  Top  Experiment"  or  MTE.  The 
purpose  is  to  demonstrate  the  capability  of  an  elevated  sensor  to  extend  the  de- 
fended area  of  surface  based  interceptors  against  low  altitude  cruise  missile  threats 
coming  in  from  over  the  horizon  or  masked  by  terrain.  MTE  planning  and  activities 
are  ongoing,  and  the  actual  demonstration  is  scheduled  to  occur  in  the  Jane  to  Feb- 
ruary 1996  timeframe. 

Additionally,  some  of  the  other  programs  the  Army  is  involved  in  that  address 
missile  detection  include:  Airborne  Sensor  Testbed  (AST),  with  passive  Infra-Red 
(IR)  surveillance  and  tracking  capability;  and  Space-based  ER  sensors  that  pro\ide 
early  warning  and  cueing  of  ballistic  missile  launches  through  the  Army's  Joint  Tac- 
tical Ground  Station  (JTAGS). 

In  summary,  strategic  lift  as  embodied  in  Air  Force  and  Navy  programs,  such  as 
C-17,  Fast  Sealift,  and  RO/RO  are  crucial  to  the  Arm/s  success  as  a  power  projec- 
tion force.  The  other  programs  that  you  asked  about,  BCIS,  missile  detection,  mine 
counter-measures,  aviation  night  identification  devices  and  the  contribution  of  the 
Guard  and  Reserves,  are  very  important  to  the  Army  and  are  an  integral  part  of 
our  short  and  long  term  efforts  to  improve  the  capabilities  of  America's  Army.  They 
all  weave  together  with  the  other  Army  programs  to  increase  our  lethality  and  effi- 
ciency as  a  total  force.  The  Army  is  dedicated  to  continue  to  improve  in  all  of  these 
areas  and  as  I  have  discussed,  we  have  made  significant  progress  since  Desert 
Storm. 

CURRENT  STATUS  FRIENDLY  FIRE  IDENTIFICATION 

Senator  GLENN.  Following  the  Persian  Gulf  war.  General  Schwarzkopf,  at  my  re- 
quest, gave  our  committee  a  list  of  "lessons  learned"  suggestions  for  improving  fu- 
ture readiness  ad  combat  capability.  I  would  appreciate  your  comments  on  our  cur- 
rent status  in  each  of  these  are  with  particular  emphasis  on  those  you  deem  of  most 
importance  to  potential  Army  capabilities.  General  Schwarzkopf  identified  defi- 
ciencies: .  .  .  friendly  force  identification.  .  . 

General  Sullivan.  Since  the  end  of  Operation  Desert  Storm  there  has  been  an 
increased  emphasis  on  fratricide  reduction.  The  Army  has  emphasized  improve- 
ments in  doctrine,  training,  and  leadership  development  as  quick  and  affordable 
ways  to  reduce  fratricide  risk.  Doctrinal  changes  have  stressed  fratricide  prevention 
and  those  changes  enhanced  Army,  joint,  and  coalition  capstone  doctrine.  Specifi- 
cally, fratricide  is  emphasized  during  our  training  at  Combat  Training  Centers  with 
significant  progress,  for  exam.ple,  the  fratricide  rate  at  NTC  has  dropped  approxi- 
mately 50  percent  as  a  result  of  these  improvements.  The  Center  for  Army  Lessons 
Learned  has  distributed  publications  to  our  units.  To  reduce  risk  of  fratricide  by 
unexploded  ordnance,  doctrine  (use  and  reporting)  and  training  (avoidance  and  dis- 

f»osal)  have  been  improved.  The  Armor  Center  developed  and  distributed  an  anti- 
ratricide  video  tape;  we  developed  a  Personal  Computer  based  Combat  Vehicle  ID 
trainer;  and  Fratricide  prevention  measures  are  taught  in  the  Battalion/Brigade 
Pre-Command  Course  and  during  all  leader  development  courses.  As  new  measures 
and  devices  are  developed,  we  ensure  that  our  units  and  training  centers  receive 
them  a  rapidly  as  possible. 

Improved  situation  awareness  provided  through  Battlefield  Digitization  will  im- 
prove our  ability  to  direct  and  maneuver  our  forces.  It  will  also  provide  individual 
weapon  platforms  with  up  to  date  friendly  and  enemy  situation  information  that 
will  significantly  assist  with  the  fratricide  problem  in  cases  where  spatial  separation 
provides  enough  confidence  to  engage  targets.  We  also  believe,  however,  as  opposing 
forces  maneuver  and  become  entangled,  that  through-the-sight  positive  identifica- 
tion must  be  provided  to  the  gunner. 

For  a  quick  fix  solution,  we  have  fielded  a  "go-to-war  tomorrow"  capability  consist- 
ing of  Combat  Identification  Panels  and  Budd  Lights  which  are  available  in  the  sup- 
ply system  that  General  Schwarzkopf  did  not  have  during  Desert  Storm.  The  panels 
provide  through-the-sight  capability,  but  because  these  passive  devices  are  vulner- 
able to  exploitation,  they  are  considered  to  be  a  transitional  solution. 
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As  the  near-term  solution,  the  Army  selected  the  Battlefield  Combat  Identification 
System  (BCIS).  Based  on  a  millimeter  wave  question  and  answer  technology,  BCIS 
will  provide  a  robust  answer  to  positive  friendly  target  identification  during  the 
gunner's  firing  sequence.  The  first  BCIS  devices  were  delivered  early  this  year  and 
platform  integration  field  demonstrations  have  been  successfully  accomplished  this 
year  on  the  Bradley,  HMMWV,  Abrams  tank  and  FISTV.  In  each  case,  the  BCIS 
identification  range  has  exceeded  requirements  with  over  a  99  percent  probability 
of  correct  identification.  Currently,  the  system  is  undergoing  Pre-Production  Quali- 
fication Testing  followed  by  a  Limited  User  Test  at  Yuma  Proving  Ground. 

We  are  participating  with  the  DOD  Combat  ID  Task  Force  in  developing  a  joint 
Air  to  Ground  Advanced  Concept  Technology  Demonstration.  These  proposed  con- 
cepts will  be  evaluated  in  demonstrations  over  the  next  2  years.  We  are  actively 
fiursuing  doctrine  and  material  solutions  with  the  other  services  to  improve  friend 
D  by  helicopter  and  close  air  support  aircraft. 

We  have  oeen  working  closely  with  our  allies  on  the  fratricide  problem.  For 
ground  platform  identification,  the  Alliance  nations  have  agreed  to  use  our  quick  fix 
solution  for  any  multinational  operation  taking  place  up  to  around  1997/1998.  Be- 
yond that  time,  the  only  active  target  ID  device  likely  to  be  available  for  coalition 
operations  is  the  BCIS.  For  the  longer  term  (2002  and  beyond),  work  continues  with 
our  allies  to  develop  an  active  capability  which  my  also  be  linked  to  situational 
awareness  through  the  fielding  of  allied  battlefield  management  systems.  For  air- 
craft identification,  the  DOD  has  developed,  with  coordination  with  our  allies,  a  po- 
sition on  fiiture  upgrades  to  the  MK  XII  aircraft  ID  system. 

INCREASED  MISSILE  DETECTION  CAPABILITIES 

Senator  GLENN.  I  would  appreciate  your  comments  on  our  current  status  in  pre- 
viously identified  deficiencies  .  .  .  including  Increased  Missile  Detection  capabilities. 

General  SULLIVAN.  Our  success  with  precision  guided  munitions  in  Desert  Storm 
•did  not  go  unnoticed  by  our  potential  adversaries.  Accordingly,  we  are  currently 
looking  at  ways  to  counter  growing  anti-tank  guided  missile  and  precision  guided 
munition  threats  to  our  combat  vehicles.  We  have  underway  an  Advanced  Tech- 
nology Demonstration  that  explores  ways  to  detect  incoming  missiles,  provide  warn- 
ing to  the  crew,  and  counter  tnose  threats  with  appropriate  jammers,  decoys,  spoof- 
ing or  active  protection  means. 

In  the  area  of  missile  defense  the  Amvy  is  participating  in  the  OSD  Cruise  Missile 
Defense  Advanced  Concept  Technology  Demonstration  (ACTD)  Phase  I,  also  named 
"Mountain  Top  Experiment"  or  MTET  The  purpose  is  to  demonstrate  the  capability 
of  an  elevated  sensor  to  extend  the  defended  area  of  surface  based  interceptors 
against  low  altitude  cruise  missile  threats  coming  in  from  over  the  horizon  or 
masked  by  terrain.  MTE  planning  and  activities  are  ongoing,  and  the  actual  dem- 
onstration is  scheduled  to  occur  in  the  January  to  February  1996  timeframe. 

Additionally,  some  of  the  other  programs  Army  is  involved  in  that  address  missile 
detection  include:  Airborne  Sensor  Testbed  (AST),  with  passive  Infra-Red  (IR)  sur- 
veillance and  tracking  capability;  and  Space-based  IR  sensors  that  provide  early 
warning  and  cueing  oT  ballistic  missile  launches  through  the  Army's  Joint  Tactical 
Ground  Station  (JTAGS). 

CURRENT  STATUS  OF  MINE  COUNTER-MEASURES 

Senator  Glenn.  I  would  appreciate  your  comments  on  our  current  status  in  the 
area  of  mine  counter-measures. 
General  SULLIVAN.  The  Army  still  has  deficiencies  in  its  current  counter-mine  ca- 

§  abilities.  However,  these  deficiencies  have  been  addressed  in  the  POM  and  are  in 
evelopment.  Our  mine  detection  requirement  will  be  met  throu^  fielding  of  Stand- 
off Minefield  Detection  Systems  (STDS),  which  capitalize  on  advances  in  forward 
looking  infrared  technology,  automatic  target  recognition  and  digital  signal  process- 
ing. The  STAMIDS  systems  will  be  available  in  handheld,  vehicle-mounted  and  aer- 
ial-mounted configurations.  Our  mine  breaching  requirement  will  be  met  through 
fielding  of  the  Ml  Breacher  vehicle,  featuring  a  depth  controlled  mine  clearing  blade 
mounted  on  a  modified  Ml  chassis.  In  addition  to  the  breacher  and  in  cooperation 
with  the  marines,  we  will  field  an  explosive  breaching  system  designed  to  destroy 
all  types  of  mines  in  the  ground. 

FORCE  ENHANCEMENTS 

Senator  Glenn.  Further,  I  would  request  your  comments  on  the  "Force  Enhance- 
ments" proposal  put  forward  as  key  to  future  readiness.  As  proposed  by  Secretary 
Perry  and  General  Shalikashvili  at  a  previous  hearing,  there  were  seven  major  force 
enhancements:  additional  Army  prepositioned  equipment;  additional  airliftysealift; 
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improved  anti-armor  and  precision  guided  munitions;  improved  Army  National 
Guard  Combat  Brigade  readiness;  improved  Army  Guard  and  Reserve  Support 
Force  readiness;  improved  Command,  Control,  Communications  and  Intelligence  as- 
sets. 

General  Sullivan.  In  May  1992,  I  announced  major  policy  changes  in  the  Army 
War  Reserve  (AWR)  Program.  Program  changes  reduced  17  theater  Reserve  and  3 
Continental  United  States  (CO^^LJS)  Reserve  accounts  to  5  regional  AWR  stockpiles 
(AWR-1  throu^  AWR-5).  Operational  Projects  (AWROP)  were  reduced  from  50 
Commanders-in-Chief  (CINCs)  specific  to  16  common-use  projects.  The  revised  pro- 
gram also  expanded  war  reserve  stocks  afloat.  No  additional  Army  prepositioned 
equipment  was  planned. 

The  AWR  consists  of  three  categories  of  stocks:  AWR  Sustainment  (AWRS)  con- 
sisting of  equipment  and  supplies  required  to  sustain  the  warfight;  AWROP  cat- 
egories of  equipment  tailored  to  meet  specific  CINC,  geographical,  unique,  or  com- 
mon-user requirements;  AWR  Prepositioned  Sets  (AvVRPS)  brigade-sized  combat 
unit  sets  of  equipment  (seven  each),  one  division-base  set,  and  one  echelon-above- 
division  combat  support  and  combat  service  support  set  strategically  p>ositioned . 
around  the  world  botn  ashore  and  afloat. 

The  AWR  Program  is  an  Army  success  stoir  as  demonstrated  in  Operation  Vigi- 
lant Warrior  (major  deployment  to  Kuwait  in  October  1994).  The  reduction  of  peace- 
time stockpiles  and  warfight  response  times  has  increased  the  importance  of  the 
AWR  Program.  The  program  will  remain  in  a  state  of  significant  transition  and 
growth  through  fiscal  year  2001. 

Strategic  airlift  and  strategic  sealift,  along  with  ground  and  afloat  prepositioning 
of  sustainment  stocks  and  unit  eouipment,  deliver  decisive  forces  to  the  unified  com- 
mander's theater.  The  Mobility  Requirements  Study  (MRS)  published  in  January 
1992  and  the  MRS  Bottom-Up  Review  Update  (MRS  BURU)  published  in  March 
1995  validated  Department  of  Defense's  (DOD)  airlift  and  sealift  programs  which  in- 
clude the  airlift  capacity  represented  by  120  to  140  C-17s,  the  addition  of  2  million 
square  feet  of  additional  afloat  prepositioned  equipment  sets  including  a  heavy  ar- 
mored brigade,  and  3  million  square  feet  of  additional  Large  Medium  Speed  RoU- 
On/Roll-On  (LMSR  RO/T^O)  ships  for  surge  shipping.  This  entire  program  provides 
the  Nation  with  the  capability  of  deploying  a  Desert  Storm  sized  force  in  half  the 
time,  specifically  a  five  and  one-third  division  contingency  corps  in  75  days. 

Portions  of  this  program  are  nearing  completion.  The  airlift  portion  of  our  strate- 
gic lift  requirements  can  be  met  using  current  assets  today;  however,  as  the  fleet 
of  C— 1418  is  retired  over  the  next  several  years,  they  will  have  to  be  replaced.  U.S. 
Transportation  Command's  Air  Mobility  Command  will  conduct  the  Strategic  Airlift 
Force  Mix  Analysis  (SAFMA)  to  determine  the  be  mix  of  C-17s  and  Non-devel- 
opmental Airlift  Aircraft  to  meet  the  recommended  airlift  range.  The  SAFMA  study 
wiU  result  in  a  strategic  airlift  mix  recommendation  to  the  C-17  Milestone  III  De- 
fense Acquisition  Board  in  November  1995.  The  funds  for  this  program  will  need 
to  be  provided  through  the  planned  acquisition  years,  expected  to  be  complete  by 
fiscal  year  2006.  The  interim  Army  Prepositioned  Afloat  (APA)  was  on-station  and 
operational  on  12  ships  in  June  1994,  and  2  container  ships  were  added  in  April 
01  this  year.  The  fuU  implementation  of  the  APA  requires  acquisition  of  eight 
LMSRs  by  fiscal  year  1998.  These  ships  are  part  of  the  total  sealift  enhancement 
of  19  LMSRs  (17  of  which  are  already  under  contract  or  option).  The  contract  for 
the  last  two  will  be  let  in  fiscal  year  1998. 

We  are  making  significant  progress  in  our  strategic  lift  programs,  and  we  will 
continue  to  press  for  the  full  implementation  of  all  aspects  of  this  critical  component 
of  our  new  CONUS  based,  power  projection  strategy. 

The  Army's  acquisition  of  the  Brilliant  Anti-Armor  Submunition  (BAT)  and  pre- 
planned product  improved  (P^I)  BAT  submunitions  to  be  delivered  by  the  Army 
Tactical  Missile  System  will  be  critical  to  conducting  deep  precision  strikes  resulting 
in  the  destruction  of  large  numbers  of  enemy  armored  vehicles  and  halting  an 
enemy  armored  advance.  Additionally,  the  P^I  BAT  will  also  have  the  ability  to  at- 
tack and  destroy  cold  stationary  targets  and  surface-to-surface  missile  transporter 
erector  launchers.  The  BAT  program  is  in  month  47  of  a  73-month  engineering  and 
manufacturing  development  (EMD)  effort.  The  BAT  carrier,  the  Army  Tactical  Mis- 
sile System  (ATACMS)  Block  II,  received  Vice  Chief  of  Staff  of  the  Army/Army  Ac- 
quisition Executive  (VCSA/AAE)  approval  on  May  3,  1995,  to  proceed  with  develop- 
ment of  this  carrier  in  place  of  the  recently  terminated  Tri-Service  Stand-Off  Attack 
Missile  (TSSAM)  program. 

The  155mm  Sense  and  Destroy  Armor  (SADARM)  projectile  is  an  essential  weap- 
on to  help  win  the  counterfire  battle.  This  program  transitioned  to  low  rate  initial 
production  in  April  1995. 
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The  Enhanced  Fiber  Optic  Guided  Missile  (EFOG-M)  anti-armor  system  is  part 
of  the  Rapid  Force  Projection  Initiative  (RFPI)  Advanced  Concept  Technology  Dem- 
onstration (ACTD)  that  will  help  provide  information  on  the  operational  concept  and 
force  structure  requirements,  contributing  to  future  acquisition  decisions.  A  tech- 
nology base  EFOG-M  contract  will  be  signed  later  this  month. 

As  a  result  of  the  October  1993  Bottom-Up  Review  and  the  September  1993  De- 
fense Planning  Guidance,  it  was  concluded  that  we  can  maintam  a  capability  to 
fight  and  win  two  major  regional  conflicts  and  still  make  prudent  reductions  in  our 
overall  force  structure — so  long  as  a  series  of  critical  force  enhancements  to  ensure 
the  ability  to  halt  regional  aggression  quickly  are  implemented.  One  of  these  en- 
hancements is  the  identification,  training,  and  resourcing  of  15  Army  National 
Guard  "Enhanced  Brigades."  These  Enhanced  Brigades  are  programmed  to  be  ready 
in  fiscal  year  1999. 

The  Army  National  Guard  Enhanced  Brigades  are  combat  brigades  designed,  or- 
ganized, equipped,  and  trained  to  provide  the  strategic  hedge  against  an  adverse 
major  regional  conflict  in  a  two  major  regional  conllict  scenario.  The  established 
goal  is  to  have  the  brigades  ready  to  begin  deployment  at  the  highest  readiness  rat- 
mg,  C-1,  no  later  than  90  days  afler  mobilization. 

Enhanced"  refers  to  increased  resource  and  manning  priorities  applied  by  the 
Army  and  the  Army  National  Guard,  coupled  with  an  ennanced  training  strategy 
during  pre-mobilization  that  will  ensure  the  ability  of  the  Enhanced  Brigades  to  be 
ready  to  meet  the  stated  goal  of  being  ready  to  begin  deployment  no  later  than  90 
days  afler  mobilization  at  the  highest  readiness  rating,  C-1. 

The  Army  National  Guard  Eaihanced  Brigades  will  be  resourced  based  on  the 
"First  to  Fight,  First  to  Deploy"  principle.  Enhanced  Brigades  will  have  automated 
systems  and  equipment  compatibility  with  Active  component  divisions,  in  accord- 
ance with  Title  Xi;  Sections  1133  andf  1134  of  the  1993  National  Defense  Authoriza- 
tion Act.  Enhanced  Brigades  will  be  assigned  to  Personnel  Priority  Group  4  to  allow 
payment  of  enlistment  and  reenlistment  bonuses  for  certain  critical  Military  Occu- 
pational Specialties. 

The  Army  is  fully  committed  to  compatibility  of  the  Army  National  Guard  En- 
hanced Brigades  with  Active  combat  units.  Systems  are  compatible  if  they  are 
logistically  supportable  and  interoperable.  Initially,  the  focus  of  compatibility  will  be 
on  major  combat  systems,  command  and  control,  and  automation  systems.  The  En- 
hanced Brigades  will  be  filled  at  100  percent  for  pacing  items  such  as  major  weap- 
ons systems.  Based  on  their  defined  (unctions  and  missions.  Army  National  Guard 
Enhanced  Brigades  will  be  doctrinally  employable,  command  and  control  compatible, 
and  logistically  supportable  by  any  Active  component  division  or  corps. 

In  order  to  meet  the  deployment  standards  outlined  and  respond  with  the  flexibil- 
ity necessaiy,  Enhanced  Brigades  must  sustain  a  high  level  of  readiness.  Enhanced 
Brigades  will  be  resourced  to  pre-mobilization  readiness  standards  of  C-1  for  per- 
sonnel readiness,  equipment  readiness  and  equipment  on  hand.  The  Army  staff  and 
the  Army  National  Guard  staff  are  studying  options  for  bringing  the  brigades  to  C- 
1  for  equipment  on  hand.  Costs  associated  witn  the  redistribution  of  equipment  are 
being  investigated. 

The  initial  training  guidance  for  the  Army  National  Guard  Enhanced  Brigades 
has  been  issued  by  Forces  Command.  The  strategy  is  exploring  initiatives  to  maxi- 
mize the  use  of  training  time  available.  The  focus  is  finding  efiiciencies  in  gunnery 
alternatives,  simulations,  increased  maneuver  and  staff  training,  and  concentration 
on  core  skills  from  individual  through  brigade  level.  The  current  training  strategy 
is  designed  to  evolve  and  expand  as  newer  training  devices  and  simulators  come  on 
line  as  well  as  improved  means  of  conducting  gunnery,  maneuver  and  staff  training. 
The  Ground  Forces  Readiness  Enhancement  program  will  greatly  improve  the  Ac- 
tive component's  ability  to  train  the  Army  National  Guard  Enhanced  Brigades.  The 
combination  of  an  improved,  concentrated  training  strategy  and  focusing  on  Active 
to  Reserve  component  dedicated  training  support  will  ensure  the  Army  National 
Guard  Enhanced  Brigades  are  ready  when  called  upon  as  part  of  America's  Army. 

Support  forces  are  those  combat  support  and  comoat  service  support  units  in  the 
Contmgency  Force  Pool  (CFP),  of  which  547  units  are  in  Army  Reserve  (approxi- 
mately 24  percent  of  the  Army  Reserve  total)  and  approximately  338  units  are  in 
the  Army  National  Guard  (approximately  20  percent  of"  its  total).  Both  the  National 
Guard  and  the  Army  Reserve  follow  policies  of  tiered  resourcing  that  ensures  that 
their  "First  to  Fight,  First  to  Deploy"  CFP  units  and  Enhanced  Readiness  Brigades 
receive  top  priority  in  personnel  fill,  full-time  support  (which  is  particularly  impor- 
tant to  maintaining  readiness  of  Reserve  component  units),  training,  equipment, 
and  operating  tempo.  The  Army  is  fully  committed  to  ensuring  compatibility  of  the 
Army  Reserve  and  National  Guard  forces  with  their  Active  component  counterparts. 
The  Army  Reserve  and  the  National  Guard  always  actively  work  to  ensure  the  hi^- 
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est  possible  de^e  of  readiness  of  their  units  when  they  develop  readiness  goals, 
equipping  policies,  and  training  strategies,  set  manning  levels,  and  plan  force  struc- 
ture. 

In  the  field  of  improved  Conmiand,  Control,  Communications  and  Intelligence  as- 
sets, the  Single  Channel  Ground  and  Airborne  Radio  System  is  a  family  of  VHF- 
FM  Combat  Net  Radios  which  provide  the  primary  means  of  command  and  control 
for  most  Army  units.  It  is  currently  being  fielded  to  the  force.  A  System  Improve- 
ment Program,  now  in  final  development,  will  significantly  improve  the  radio's  per- 
formance. Secure  Mobile  Anti-Jam  Reliable  Tactical  Terminals  are  multi-channel 
mobile  satellite  equipment,  with  range  extension,  that  provides  a  secure  anti-jam 
EHF  communications  capability.  It  will  be  fielded  in  fiscal  year  1998.  Power  Projec- 
tion C'*  Infrastructure  is  an  initiative  to  upgrade  the  telecommunications  infrastruc- 
ture at  Araiy  installations  to  ensure  that  they  support  power  proiection  and  split 
base  operations.  It  combines  four  existing  programs  that  comprise  the  telecommuni- 
cations infrastructure:  (1)  the  telephone  switch,  (2)  the  outside  cable  plant,  (3)  the 
backbone  data  network,  and  (4)  the  gateway  to  external  networks,  such  as  the  De- 
fense Data  Network.  Digitization  of  the  Battlefield  is  an  overarching  concept  that 
will  provide  the  warfighter  an  integrated  digital  information  network  that  supports 
warnghting  systems  and  assures  Commantl  and  Control  decision-cycle  superiority. 
Features  include  real-time  force  synchronization,  shared  situational  awareness, 
swiiUdecisive  maneuver  and  reduced  fratricide.  The  Army  Tactical  Command  and 
Control  System  is  the  Army's  comprehensive  approach  to  automating  its  tactical 
command  and  control  systems  and  improving  its  conununications  systems  under  an 
umbrella  architecture.  The  Army  established  this  program  to  mesh  the  five  major 
battlefield  functional  area  command  and  control  systems  for  commanders  from  corps 
to  battalion,  and  to  improve  interoperability  among  Army,  Joint  and  Allied  Systems. 
The  five  subsystems,  in  various  stages  of  development,  testing,  and  fielding  are  Ma- 
neuver Control  System,  All-Source  Analysis  System,  Combat  Service  Support  Con- 
trol System,  Advanced  Field  Artillery  Tactical  Data  System  and  Forward  Area  Air 
Defense  Conunand,  Control,  and  Intelligence.  The  Near  Term  Digital  Radio  is  a 
Non-Developmental  Research  and  Development  program  to  procure  approximately 
550  systems  for  Division  XXI.  It  will  provide  automatic,  secure  position  reporting 
and  data  distribution  for  combat  command  and  control  systems  and  is  a  potential 
replacement  for  the  Arm/s  current  data  radio.  The  Sustaining  Base  Information 
Services  provides  software  and  hardware  to  support  installation  and  Major  Com- 
mand management. 

The  Enhanced  Manpack  UHF  Terminal  is  a  joint  terminal  (satellite)  to  be  fielded 
in  fiscal  year  1996  as  a  replacement  for  the  current  UHF  manpack.  It  will  have 
narrowband  and  wideband  Communications  Security  and  an  embedded  Demand  As- 
signed Multiple  access  capability.  The  Enhanced  Position  Location  Reporting  Sys- 
tem is  the  current  digital  data  distribution  system  for  command  and  control  sys- 
tems. Over  1,800  have  been  procured  and  are  currently  being  fielded  to  the  force. 
The  SHF  Tri-Band  Advanced  Range  Extension  Satellite  Terminal  replaces  old  AN/ 
TSC-85S  and  93s  with  Tri-Band  capability  and  incorporates  X,  C  and  Ku  Bands  into 
one  downsized  satellite  terminal  on  a  High  Mobility  Multi-Purpose  Wheeled  Vehicle. 

All  of  these  enhancements  enable  us  to  achieve  the  BUR  force  and  still  maintain 
our  ability  to  execute  the  National  Military  Strategy  as  laid  out  by  the  administra- 
tion. Failure  to  achieve  any  one  of  them  does  not  mean  that  we  will  fail,  but  it  could 
severely  impact  our  ability  to  execute  that  strategy  by  increasing  risk.  As  Secretary 
Perry  and  General  Shalikashvili  have  said,  and  1  strongly  endorse,  these  enhance- 
ments are  key  to  the  future  readiness  of  the  Army. 

IMPROVED  ANTI-ARMOR  AND  PRECISION  GUIDED  MUNITIONS  MAJOR  FORCE 
ENHANCEMENT 

Senator  Glenn.  I  would  appreciate  your  comments  on  our  current  status;  and  fur- 
ther, I  would  request  your  comments  on  the  "Force  Enhancements"  proposal  put  for- 
ward as  key  to  future  readiness  as  proposed  by  Secretary  Perry  and  General 
Shalikashvili  at  a  previous  hearing  in  the  area  of  improved  anti-armor  and  precision 
guided  munitions. 

General  SULLIVAN.  I  fully  agree  with  Secretary  Perry  that  these  enhancements 
substantially  increase  the  capabilities  U.S.  forces  will  need  to  fight  and  win  two 
nearly  simultaneous  major  regional  confiicts.  The  Army's  acquisition  of  the  Brilliant 
Anti-Armor  Submunition  (BAT)  and  pre-planned  product  improved  (P^I)  BAT 
submunitions  to  be  delivered  by  the  Army  Tactical  Missile  System  will  be  critical 
to  conducting  deep  precision  strikes  resulting  in  the  destruction  of  large  numbers 
of  enemy  armorea  vehicles  and  halting  an  enemy  armored  advance.  Additionally, 
the  P^I  BAT  will  also  have  the  ability  to  attack  and  destroy  cold  stationary  targets 
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and  surface-to-surface  missile  transporter  erector  launchers.  The  BAT  program  is  in 
month  47  of  a  73-month  engineering  and  manufacturing  development  (EMD)  effort. 
The  BAT  carrier,  the  ATACMS  Block  II,  received  VCSA/AAE  approval  on  May  3, 
1995  to  proceed  with  development  of  this  carrier  in  place  of  the  recently  terminated 
Tri-Service  Stand-Off  Attack  Missile  (TSSAM)  program. 

The  155mm  Sense  and  Destroy  Armor  (SADAKM)  proiectile  is  essential  to  help 
win  the  counterfire  battle.  This  program  transitioned  to  low  rate  initial  production 
in  April  1995. 

The  Enhanced  Fiber  Optic  Guided  Missile  (EFOG-M)  anti-armor  system  is  part 
of  the  Rapid  Force  Projection  Initiative  (RFPI)  Advanced  Concept  Tecnnology  Dem- 
onstration (ACTD)  that  will  help  provide  information  on  the  operational  concept  and 
force  structure  requirements,  contributing  to  future  acquisition  decisions.  A  Science 
&  Technology  EFOG—M  program  contract  will  be  signed  later  this  month. 

NIMBLE  DANCER 

Senator  GLENN.  I  was  particularly  concerned  about  what  assumptions  were  made 
concerning  these  force  enhancements  during  the  recent  Nimble  Dancer  war  game. 
It  was  my  understanding  from  witnesses  appearing  before  the  Armed  services  Com- 
mittee that  the  game,  framed  in  a  1997  time  period,  made  the  assumption  going 
in  that  all  force  enhancements  were  in  place.  If  true,  that  was  a  questionable  as- 
sumption in  view  of  the  fact  that  some  of  the  expensive  enhancements  may  be  dec- 
ades down  the  road,  if  ever.  I  would  appreciate  your  comments  on  exactly  what  as- 
sumptions were  made  about  which  of  these  force  enhancements  we  would  have  in 
1997. 

General  SULLIVAN.  Nimble  Dancer  was  framed  using  the  programmed  force  as  of 
September  30,  1997  against  the  estimated  1997  threat.  Force  enhancements  not 
fielded  were  not  assumed  or  played  for  this  exercise.  Later  excursions  of  Nimble 
Dancer  were  played  using  the  future  programmed  force  as  well  as  force  enhance- 
ments for  analysis  as  to  how  the  enhancements  would  improve  our  capabilities. 

PERSONNEL  TEMPO 

Senator  Glenn.  The  personnel  tempo  of  the  military  has  been  at  very  high  levels 
in  recent  months.  Is  this  current  operating  tempo  sustainable  over  the  long  term, 
given  the  size  of  the  force  structure  your  service  will  have  under  the  Bottom-Up  Re- 
view? 

General  SULLIVAN.  Current  indications  are  that  operating  tempo  is  sustainable. 
The  Army  is  looking  at  PERSTEMPO  with  the  intent  to  fully  identify  the  impact 
of  our  current  operating  tempo.  The  Army  has  not  tracked  deployment  rates  in  the 
past,  but  we  are  developing  a  data  base  that  will  allow  the  Army  to  clearly  identify 
trends  and  indicators  over  time.  The  Army  already  has  personnel  policies  in  place 
to  minimize  soldier  and  family  turbulence  by  precluding  soldiers  from  being  reas- 
signed to  another  installation  upon  return  from  deployment;  however,  this  does  not 
preclude  the  soldier  from  redeploying  with  hiker  unit  in  another  contingency  oper- 
ation, should  the  need  arise. 

Senator  GLENN.  Each  service  has  benchmarks  for  how  long  your  f>ersonnel  should 
be  deployed  away  from  home  in  any  given  year.  If  operating  tempos  remain  at  cur- 
rent levels,  can  you  keep  deployment  times  under  those  ceilings  over  the  long  run 
given  the  Bottom-Up  Review  endstrength  levels  for  your  service? 

General  Sullivan.  The  Army  has  not  maintained  deployment  data  in  the  past 
and  has  not  previously  established  PERSTEMPO  benchmarks.  The  PERSTEMPO 
reporting  system  currently  under  development  is  expected  to  be  largely  on  line  in 
the  spring  of  1995.  Sufficient  data  must  be  collected  to  establish  trends  and  require- 
ments before  PERSTEMPO  benchmarks  are  formally  established. 

NEW  MEASURES  OF  READINESS 

Senator  GLENN.  The  services  are  exploring  new  ways  to  measure  readiness. 
Please  explain  what  you  are  trying  to  measure  that  you  can't  measure  now.  What 
are  the  shortcomings  of  the  way  we  look  at  readiness  today?  When  do  you  think 
it  is  realistic  to  expect  to  have  a  better  measure  of  readiness? 

General  Sullivan.  The  challenges  we  now  have  in  measuring  readiness  are  in 
two  areas:  the  resourcing  to  readiness  link  and  the  impact  of  non-traditional  tan- 
gible and  intangible  influences.  As  an  example,  up  until  now,  the  Army  measured 
the  resourcing  of  unit  training  readiness  by  Operating  Tempo  or  OPTEMPO,  which 
calculated  miles  driven  by  vehicles  and  hours  flown  by  helicopters.  We  now  realize 
that  the  Army  can  more  accurately  determine  training  readiness  by  monitoring  the 
availability  of  related  resources  as  well  as  OPTEMI'O. 
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Other  non-traditional  influences  are  now  emerging  which  have  an  impact  on  read- 
iness too.  One  of  these,  Personnel  Tempo  (PERSTEMPO)  describes  the  frequency 
and  length  of  time  individuals  and  units  deploy  away  from  their  home  stations.  We 
recognize  the  symptoms  of  increased  PERSTEMPO  that  afTect  readiness,  such  as  de- 
clining morale,  quality  of  Ufe,  and  retention  rates,  but  we  have  difliculty  measuring 
it. 

Fortunately,  the  Army  has  some  ongoing  initiatives  to  solve  these  measurement 
shortfalls.  The  first,  called  the  Operational  Readiness  Concept  will  forge  a  stronger 
link  between  training  readiness  and  resources  when  implementation  is  complete  in 
the  Ist  quarter  of  fiscal  year  1996.  Operational  Readiness  will  consider  all  the 
resourcing  ingredients  of  training  such  as  availability  of  funds,  personnel,  facilities, 
ranges,  and  ammunition.  It  wiU  apply  these  against  execution  frequency  of  pre- 
scribed tasks  and,  through  a  new  series  of  metrics,  generate  a  more  accurate  picture 
of  training  readiness. 

Another  initiative  will  help  us  better  understand  the  impact  of  increased 
PERSTEMPO.  By  studying  its  two  components,  SKILTEMPO  (Skill  Tempo)  for  indi- 
viduals and  DEPTEMPO  (Deployment  Tempo)  for  units,  we  will  be  able  to  begin 
projecting  PERSTEMPO  impact  on  readiness.  We  expect  these  results  by  the  end 
of  this  fiscal  year. 

Senator  GLENN.  The  personnel  tempo  of  the  military  has  been  at  very  high  levels 
in  recent  months.  Is  this  current  operating  tempo  sustainable  over  the  long  term, 
given  the  size  of  the  force  structure  your  service  will  have  under  the  Bottom-Up  Re- 
view? 

Admiral  BOORDA.  Yes,  we  will  continue  to  provide  full  support  of  national  security 
objectives  through  routinely  deployed  naval  forces  at  levels  comparable  to  those  now 
provided.  Furthermore,  we  are  steadfast  in  our  resolve  to  stringently  adhere  to  the 
tenets  of  the  Navy's  PERSTEMPO  Program  established  originally  in  1985. 

The  high  pace  of  operations  and  support  for  joint  contingency  operations  has  mini- 
mally impacted  Navy  PERSTEMPO.  During  1994,  with  Operation  Support  Democ- 
racy as  the  sole  exception,  overseas  presence  requirements  and  responses  to  contin- 
gencies were  accomplished  by  naval  forces  already  in  a  deployed  status.  Because 
PERSTEMPO  is  a  measure  of  days  "in"  versus  days  "out"  of  home  port,  employing 
forces  already  deployed  out  of  homeport  has  no  degrading  impact  on  the 
PERSTEMPO  status  of  the  units  involved. 

PERSTEMPO  policy  exceptions  are  rare,  owing  to  our  carefully  managed  employ- 
ment scheduling  process  and  other  related  initiatives.  Barring  emergence  of  one  or 
more  major  regional  contingencies  requiring  utilization  of  our  non-deployed  forces, 
we  anticipate  that  the  Navy's  PERSTEMPO  status  will  continue  to  meet  or  exceed 
existing  standards. 

Senator  GLENN.  Each  service  has  benchmarks  for  how  long  your  personnel  should 
be  deployed  away  from  home  in  any  given  year.  If  operating  tempos  remain  at  cur- 
rent levels,  can  you  keep  deployment  times  under  those  ceilings  over  the  long  run 
given  the  Bottom-Up  Review  end  strength  levels  for  your  service? 

Admiral  BoORDA.  Yes.  The  Navy  established  deployment  guidelines  for  our  per- 
sonnel in  1985.  The  Navy's  Personnel  of  Tempo  (PERSTEMPO)  Program  was  cre- 
ated to  ensure  that  national  objectives  are  met  under  reasonable  operating  condi- 
tions for  our  naval  personnel  and  their  families.  The  Program's  three  guidelines  are: 

—  a  maximum  deployment  of  180  days. 

—  a  minimum  Turn  Around  Ratio  (TAR)  of  2:1  between  deployments. 

—  a  minimum  of  50  percent  time  a  unit  spends  in  homeport  over  a  5-year  period 
(three  years  back/2  years  forward). 

Additionally,  we  are  always  looking  for  measures  to  improve  efficiency  and  reduce 
PERSTEMPO  through  innovative  scheduling  and  imaginative  planning.  For  exam- 
ple, new  training  guidelines  are  being  established  by  CINCLANTFLT  and 
CINCPACFLT  which  will  reduce  both  negative  Fleet  PERSTEMPO  levels  while  en- 
suring readiness.  CINCPACFLT  and  CINCLANTFLT  have  recently  implemented 
the  concept  of  "Tailored  Tactical  Training"  which  is  designed  to  better  prepare  our 
deploying  units  to  adequately  meet  and  execute  missions  assigned  to  them  in  the 
theater  to  which  they  will  be  deployed.  The  Tailored  Tactical  Training  concept  en- 
sures that  the  Navy  is  meeting  its  specific  forward  presence  requirements  while  ad- 
hering to  our  PERSTEMPO  guidelines,  thus  ensuring  the  highest  quality  of  life  for 
our  sailors  during  their  at-home  cycle.  Other  measures  are  underway  that  intend 
to  sustain  a  combat-ready  force,  while  concentrating  on  additional  improvements  in 
quality  of  life  for  our  personnel. 
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LESSONS  LEARNED 

Senator  GLENN.  General  Schwarzkopf  identified  deficiencies  in  strategic  lift,  mine 
countermeasures,  friendly  force  identification,  tactical  air  reconnaissance,  the  total 
force  policy  round-out  brigade  concept,  fast  sealift,  night  flying  capabilities  for  the 
AV-8B,  night  vehicle  identification  capabilities  for  the  Cobra  and  other  helicopters, 
and  increased  missile  detection  capabilities.  How  were  these  deficiencies  treated  in 
Nimble  Dancer?  And  what  progress  are  we  making  to  solve  these  problems? 

General  FoGLEMAN.  Nimble  Dancer  was  an  aggregate  assessment  fought  at  the 
brigade/division,  fighter  wing,  carrier  battle  group  level.  The  modeling  analysis  in- 
cluded programmed  weapon  systems  and  their  characteristics  but  did  not  assess  the 
relative  contribution  or  value-added  contribution  of  specific  weapon  systems. 

The  Air  Force  is  addressing  the  identified  deficiencies.  Air  mobility  is  our  number 
one  near-term  modernization  priority.  The  recently  released  Mobility  Requirements 
Study  Bottom-Up  Review  Upaate  (MRS  BURU)  stated  the  strategic  airliil  required 
for  the  two  major  regional  conflict  strategy  to  be  49  to  52  million-ton-miles  per  day 
(MTM/D).  Today's  capability  is  approximately  49  MTM/D.  In  the  near  term,  based 
on  our  current  investment  rate,  strategic  airlift  capability  will  decline  slightly  as  the 
C-141  retires.  The  future  fleet  composition — the  number  of  C-17s  and  oossibly  Non- 
Developmental  Airlift  Aircraft  (NDAA) — will  be  a  major  outcome  of  tne  November 
1995  d-17/NDAA  Defense  Acquisition  Board.  The  Defense  Acauisition  Executive's 
Integrated  airlift  fleet-mix  decision  will  help  determine  how  to  test  meet  our  coun- 
ties military  airlift  needs. 

Efforts  to  improve  our  anti-armor  capabilities  include: 

— Receiving  first  of  5,000  sensor  fused  weapons  (SFW)  to  produce  multiple  anti- 
armor  kills, 

— Wind  Corrected  Munitions  Dispenser  kit,  which  will  allow  accurate  high-alti- 
tude delivery  of  the  SFW,  GATOR  anti-armor  mine,  and  combined  effects  munitions 
(CEM), 

— Procuring  up  to  6,000  of  the  Joint  Standoff  Weapon  anti-armor  variant,  using 
CEM  or  the  same  BLU-108  submunition  as  SFW,  and 

— Evaluating  the  upgrade  of  several  thousand  older  AGM-65  Mavericks  to  extend 
service  life  to  2010. 

The  Air  Force  has  also  upgraded  its  precision  guided  munitions  inventory  since 
Desert  Storm: 

— GBU-24  and  GBU-27  inventory  increased  to  three  times  Desert  Storm  expendi- 
ture, 

— ^Improved  version  of  deep-penetrating  GBU-28  developed  and  qualified  on  the 
F-15E, 

— Procured  over  500  standoff  AGM-130  (variant  of  the  GBU-15)  with  improved 
guidance  and  seekers, 

— Inventory  of  Have  Nap  missiles  is  four  tunes  greater  than  before  the  war,  im- 
proving stand  off  capability  of  B-52, 

— Additional  Conventional  Air-Launched  Cruise  Missiles  being  procured  to  im- 
prove the  B-62s  standoff  capability,  and 

— Joint  Direct  Attack  Munition  will  provide  accuracy  and  true  all-weather  capa- 
bility. 

We  have  enacted  a  number  of  initiatives  to  enhance  command,  control,  commu- 
nications and  intelligence.  Our  Radar  Systems  Improvement  Program  will  enhance 
cruise  missile  detection.  AWACS  Cooperative  Engagement  Capability  studies  are 
due  in  October  1995.  The  Air  Force  initiated  a  Comoat  Integration  Center  (CIC)  pro- 
gram which  gives  the  warfighter  a  composite  battlespace  situation  display  to  exe- 
cute oflensive  and  defensive  counter  operations  against  all  time  critical  targets.  CIC 
is  able  to  detect,  track,  correlate,  and  identify  theater  missiles  and  launching  plat- 
forms by  correlating  multiple  sensor  data  at  a  single  facility.  Control  and  Reporting 
Centers  will  field  expert  missile  tracking  capability  by  fiscal  year  1996. 

PERSONNEL  TEMPO 

Senator  Glenn.  The  personnel  tempo  of  the  military  has  been  at  very  high  levels 
in  recent  months.  Is  this  current  operating  tempo  sustainable  over  the  long  term, 
given  the  size  of  the  force  structure  your  service  will  have  under  the  Bottom-Up  Re- 
view? 

General  FOGLEMAN.  Personnel  tempo  (PERSTEMPO)  problems  are  a  relatively  re- 
cent phenomenon  and,  as  such,  have  become  an  issue  lor  the  Air  Force  only  since 
Desert  Shield/Desert  Storm.  The  current  PERSTEMPO  reflects  a  post  Cold  War  en- 
vironment, characterized  by  a  significantly  down-sized  force,  reduced  overseas  force 
structure,  and  a  proliferation  oi  military  operations  other  than  war.  For  now,  we 
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have  established  a  goal  of  a  maximum  120  days  per  year  temporary  duty  and  are 
closely  watching  PEKSTEMPO  to  better  comprehend  its  efTect  on  our  people  and  to 
balance  the  wontload  where  possible. 

We  believe  we  can  sustain  current  operations  tempo  at  Bottom-Up  Review  force 
levels;  but  we  must  be  able  to  count  on  stable  funding  and  modernization.  Stable 
funding  includes  adequate  operations  and  maintenance  accounts  and  timely  reim- 
bursement for  contingency  operations.  Modernization  programs  must  stay  on  track 
to  avoid  binding  bow  waves  or  an  unsustainable  force  structure. 

Senator  Glenn.  Each  service  has  benchmarks  for  how  long  your  personnel  should 
be  deployed  away  from  home  in  any  given  year.  If  operating  tempos  remain  at  cur- 
rent levels,  can  you  keep  deployment  times  under  those  ceilings  over  the  long  run 
given  the  Bottom-Up  Review  endstrength  levels  for  your  service? 

General  FOGLEMAN.  The  Force  has  set  a  goal  of  a  mum  of  120  days  of  temporary 
duty  per  year.  This  is  a  recent  measure  taken  in  response  to  the  proliferation  of 
mibtary  operations  other  than  war  since  Desert  Shield/Desert  Storm.  To  balance  the 
workload  across  the  force  we  have  initiated  several  steps:  increased  the  use  of 
Guard  and  Reserve  units  to  supplement  Active  forces  for  worldwide  taskings;  dis- 
tributed Active  duty  deployment  burdens  across  the  force  through  our  Palace  Ten- 
ure program;  and,  where  possible,  reduced  taskings.  Unfortunately,  some  highly 
specialized  units/career  fields  with  no  Air  National  Guard  or  Air  Force  Reserve 
equivalent  and  limited  personnel/equipment  resources  will  continue  to  exceed  120 
days  without  a  reduction  in  contingency  operations. 

Senator  Glenn.  The  services  are  exploring  new  ways  to  measure  readiness. 
Please  explain  what  you  are  trying  to  measure  that  you  can't  measure  now.  What 
are  the  shortcomings  of  the  way  we  look  at  readiness  today?  When  do  you  think 
it  is  realistic  to  expect  to  have  a  better  measure  of  readiness? 

General  Fogleman.  The  Air  Force  uses  a  variety  of  tools  to  assess  its  readiness. 
They  include:  the  Status  of  Resource  and  Training  System  (SORTS),  a  resource  ac- 
counting system  that  includes  objective  and  subjective  assessments;  statistical  indi- 
cators which  allow  us  to  look  for  key  leading  indicators  and  warning  signs;  anec- 
dotal information  from  sources  such  as  commander's  situation  reports  and  exercise 
and  inspection  results;  and  predictive  models  which  primarily  focus  on  our  logistics 
system.  The  predictive  value  of  these  models  is  subject  to  an  enormous  number  of 
variables  which  we  do  not  control,  such  as  funding  levels. 

We  expect  to  continuously  improve  our  readiness  measures  and  have  done  so  in 
a  number  of  areas.  We  have  implemented  an  improved  version  of  SORTS  and  are 
working  to  improve  the  accuracy,  timeliness  and  degree  of  access  to  SORTS  informa- 
tion. We  are  also  active  participants  in  the  Joint  Readiness  System  which  includes 
the  Senior  Readiness  Oversight  Council  and  the  Joint  Monthly  Readiness  Review, 
focusing  on  current  force  readiness  and  commitment  levels.  In  addition,  the  Joint 
Requirements  Oversight  Council  and  its  link  to  the  Joint  Warfighting  Capability  As- 
sessments process  provides  additional  visibility  for  programmatic  oecisions  for  the 
FYDP  and  beyond.  Collectively,  these  readiness  assessment  took  provide  a  reason- 
ably accurate  barometer  of  force  readiness  and  we  are  looking  for  ways  to  improve 
them  daily. 

[Whereupon,  at  11:40  a.m.,  the  hearing  was  adjourned.] 
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ENVIRONMENTAL,  MILITARY  CONSTRUCTION,  AND 
BRAC  PROGRAMS 

The  subcommittee  met,  pursuant  to  notice,  at  2:50  p.m.  in  room 
SR-222,  Russell  Senate  Office  Building,  Senator  John  McCain 
(chairman  of  the  subcommittee)  presiding. 

Committee  members  present:  Senators  McCain,  Glenn,  and 
Robb. 

Committee  staff  members  present:  George  W.  Lauffer,  deputy 
staff  director;  Ann  M.  Mittermeyer,  assistant  counsel;  and  Chris- 
tine K  Cimko,  press  secretary. 

Professional  staff  member  present:  Cord  A.  Sterling. 

Minority  staff  members  present:  Andrew  S.  Enron,  minority 
counsel;  Creighton  Greene  and  Julie  K.  Rief,  professional  staff 
members. 

Staff  assistants  present:  Shelley  G.  Lauffer  and  Jason  Rossbach. 

Committee  members'  assistants  present:  Ann  E.  Sauer,  assistant 
to  Senator  McCain;  Richard  F.  Schwab,  assistant  to  Senator  Coats; 
Glen  E.  Tait,  assistant  to  Senator  Kempthorne;  Suzanne  M. 
McKenna  and  Christopher  R.  Kline,  assistants  to  Senator  Glenn; 
and  William  Owens,  assistant  to  Senator  Robb. 

OPENING  STATEMENT  OF  SENATOR  JOHN  McCAIN,  CHAIRMAN 

Senator  McCain.  Good  afternoon.  I  would  like  to  apologize  for 
the  delay  in  beginning  this  hearing.  We  were  inconvenienced  by 
having  to  vote,  so  I  asked  them  to  try  to  not  let  that  happen  again 
for  the  rest  of  the  day. 

The  Subcommittee  on  Readiness — that  was  supposed  to  be  amus- 
ing in  case  you  missed  that.  Today  the  Subcommittee  on  Readiness 
is  meeting  to  review  environmental  programs  of  the  Department  of 
Defense.  The  subject  of  this  hearing  will  be  addressed  by  two  pan- 
els. The  first  panel  will  focus  on  environmental  restoration,  compli- 
ance, pollution  prevention,  conservation,  and  technology.  The  sec- 
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ond  panel  will  provide  testimony  pertaining  to  defense  military 
construction  and  base  closure  and  realignment  implementation. 

One  witness  from  each  panel  will  present  a  5-minute  oral  state- 
ment. Written  statements  submitted  by  the  remaining  witnesses 
will  be  made  part  of  the  record.  Responses  to  questions  that  were 
provided  in  aovance  of  this  hearing  will  also  be  made  part  of  the 
record. 

As  the  Nation's  largest  industrial  organization,  the  Department 
has  been  faced  with  escalating  environmental  costs.  Given  the  like- 
ly constraints  on  future  budgets  and  the  need  to  focus  on  national 
security  requirements,  it  is  now  time  to  reevaluate  the  Depart- 
ment's environmental  funding  priorities. 

The  fiscal  year  1996  budget  request  for  environmental  compli- 
ance is  about  $2.2  billion.  That  amount  represents  the  largest  de- 
fense environmental  remediation  program  budget  item.  The  sub- 
committee is  specifically  interested  in  the  economic  impact  of  the 
Federal  Facilities  Compliance  Act  (FFCA).  The  FFCA  waiver  of 
sovereign  immunity  has  apparently  cost  the  Department  millions  of 
dollars  in  negotiation  of  assessments,  payment  of  fines  and  pen- 
alties, and  accomplishment  of  supplemental  environmental  projects 
for  violations  primarily  related  to  minor  administrative  defi- 
ciencies. I  would  like  to  hear  the  Department  of  Defense  and  serv- 
ice views  on  this  subject. 

The  fiscal  year  1996  budget  request  for  environmental  restora- 
tion is  about  $1.6  billion.  The  factors  that  have  and  will  continue 
to  influence  cleanup  costs  are:  (1)  optimistic  cost  estimates  based 
on  inadequate  data;  (2)  a  growing  number  of  potentially  contami- 
nated sites;  (3)  stricter  State  cleanup  standards  and  remedy  selec- 
tions and  (4)  the  use  of  more  costlv  methods  of  remediation. 

The  return  on  investment  for  defense  environmental  restoration 
has  been  questionable.  Most  of  the  cleanup  work  accomplished 
prior  to  1994  has  involved  a  seemingly  endless  review  of  potentially 
contaminated  sites  to  determine  the  scope  of  cleanup.  The  good 
news  is  that  in  fiscal  year  1994,  the  Department  turned  a  comer, 
when  for  the  first  time  more  was  spent  for  actual  cleanup  than  for 
studies. 

Future  projections  suggest  that  the  accomplishment  of  actual 
cleanup  will  continue  to  increase.  Despite  the  successful  turn  of 
events,  future  cleanup  cost  projections  remain  uncertain. 

The  CBO  recent  report  on  defense  cleanup  recommended  that 
Congress  and  the  Department  of  Defense  examine  policy  and  budg- 
etary priorities  in  this  area.  CBO  data  indicates  that  cleanup  costs 
have  dramatically  exceeded  original  projections.  The  subcommittee 
would  like  to  hear  the  Department  of  Defense  views  on  the  CBO 
recommendation  to  delay  more  costly  and  difficult  cleanup  projects 
that  do  not  pose  a  threat  to  human  health  and  safety,  in  order  to 
allow  for  the  development  of  more  efficient  technologies. 

Additionally,  this  subcommittee  is  interested  in  tne  costs  associ- 
ated with  the  management  and  overhead  of  the  Defense  environ- 
mental remediation  program.  Defense  reimbursement  of  non-de- 
fense State  and  Federal  agencies  is  a  particular  concern. 

In  a  development  that  has  mirrored  corporate  America,  the  De- 
partment of  Defense  has  placed  greater  emphasis  on  environmental 
programs  over  the  course  of  the  last  two  decades.  However,  unlike 
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the  private  sector,  the  military  is  charged  with  the  preservation  of 
national  security  interests. 

The  Department  of  Defense  faces  a  substantial  task  in  balancing 
the  need  to  revitalize  readiness  with  management  of  its  environ- 
mental cleanup  responsibilities.  The  Armed  Services  Committee  is 
committed  to  ensuring  that  the  Department  has  the  ability  to  pur- 
sue both  ends  in  a  responsible  manner. 

[The  prepared  statement  of  Senator  McCain  follows:] 

Prepared  Statement  by  Senator  John  McCain 

Good  morning.  Today,  the  Subcommittee  on  Readiness  is  meeting  to  review  envi- 
ronmental programs  of  the  I)epartment  of  Defense.  The  subjects  of  this  hearing  will 
be  addressed  by  two  panels.  The  first  panel  will  focus  on  the  Defense  environmental 
restoration,  compliance,  pollution  prevention,  conservation,  and  technology.  The  sec- 
ond panel  will  provide  testimony  pertaining  to  Defense  military  construction,  and 
base  closure  and  realignment  implementation.  One  witness  from  each  panel  will 
present  a  5  minute  oral  statement.  Written  statements  submitted  by  the  remaining 
witnesses  will  be  made  part  of  the  record.  Responses  to  questions  that  were  pro- 
vided in  advance  of  this  hearing  will  also  be  made  part  of  the  record. 

As  the  Nation's  largest  industrial  organization,  the  Department  has  been  faced 
with  escalating  costs  for  environmental  cleanup,  compliance,  pollution  prevention, 
and  conservation.  Given  the  likely  constraints  on  future  budgets  and  tne  need  to 
focus  on  national  security  requirements,  it  is  time  to  reevaluate  the  Department's 
environmental  funding  priorities. 

Under  the  current  statutory  framework,  there  has  been  a  tangible  return  on  the 
Defense  investment  for  environmental  compliance,  pollution  prevention,  and  con- 
servation. Funding  that  ensures  compliance  with  the  range  of  environmental  stat- 
utes and  regulations  precludes  fines,  penalties,  criminal  and  civil  suits.  The  imple- 
mentation 01  pollution  prevention  and  compliance  programs  has  served  to  enhance 
readiness  by  shortening  maintenance  cycles,  protecting  quality  of  life  in  the  work- 
place, and  minimizing  hazardous  waste  generation  and  contamination.  In  the  area 
of  conservation,  sound  management  of  potentially  perishable  resources  sustains 
military  access  to  diverse  terrain,  a  benefit  to  training. 

Defense  environmental  compliance,  pollution  prevention,  and  conservation  are 
funded  out  of  the  O&M  account.  The  fiscal  year  1996  budget  proposes  $145  million 
for  conservation  and  $335.5  million  for  pollution  prevention.  The  largest  portion  of 
the  Defense  environmental  budget  is  in  the  area  of  compliance.  The  fiscal  year  1996 
budget  request  for  environmental  compliance  is  about  $2.2  billion.  That  amount  has 
an  enormous  impact  on  the  O&M  account.  The  General  Accounting  OfTice  (GAO)  is 
currently  looking  at  Defense  compliance  issues  to  determine  if  there  are  more  cost 
effective  ways  oi  managing  that  portion  of  the  environmental  program. 

Despite  the  high  level  of  financial  commitment,  and  the  efforts  of  the  8,000  mili- 
tary and  civilian  personnel  who  execute  the  compliance  program,  the  regulatory 
community  continues  to  assess  fines  and  penalties  under  the  Federal  Facilities  Com- 
pliance Act  (FFCA).  Through  the  FFCA  waiver  of  sovereign  immunity  the  Depart- 
ment of  Defense  is  subject  to  payment  of  fines  and  penalties  for  regulatory  viola- 
tions related  to  handling  of  hazardous  wastes. 

The  October  1992  enactment  of  the  FFCA  has  cost  the  Defense  Department  mil- 
lions of  dollars  in  the  negotiation  of  assessments,  in  the  payment  of  fines  and  pen- 
alties, and  the  accomplishment  of  Supplemental  Environmental  Projects  (SEPs),  in 
lieu  of  payment.  The  regulatory  violations  that  are  the  subject  of  fines  and  penalties 
primarily  stem  from  minor  administrative  deficiencies  that  do  not  require  corrective 
cleanup  actions  for  the  release  of  hazardous  waste.  Under  the  circumstances,  the 
utility  of  using  the  O&M  account  to  pay  a  State,  local  or  Federal  entity  for  minor 
administrative  infractions  is,  at  best,  questionable. 

The  Defense  Environmental  Restoration  Account  (DERA)  budget  request  for  fiscal 
year  1996  is  about  $1.6  billion.  Historically,  the  return  on  investment  for  the  De- 
fense Environmental  Remediation  Program  (DERP)  has  not  been  easily  identifiable. 
Most  of  the  cleanup  work  accomplished  prior  to  1994  has  involved  a  seemingly  end- 
less review  of  jX)tentially  contaminated  sites  in  an  effort  to  plan  and  carry  out  effec- 
tive cleanup. 

The  good  news  is  that  in  fiscal  year  1994  the  Department  turned  a  comer,  when 
for  the  first  time  more  was  spent  for  actual  cleanup  than  for  studies  (52  percent). 
Defense  future  projections  suggest  that  DERA  spending  for  actual  cleanup  will  in- 
crease to  about  63  percent  in  fiscal  year  1995,  and  a  proposed  70  percent  under  the 
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fiscal  year  1996  budget.  Despite  this  successful  turn  of  events  future  cleanup  cost 
projections  remain  uncertain. 

The  Congressional  Budget  Oflice  (CBO)  January  1995  report  on  "Cleaning  Up  De- 
fense Installations:  Issues  and  Options"  suggests  that  the  Department  and  the  Con- 
gress should  examine  policy  and  budgetary  priorities  related  to  cleaning  up  contami- 
nated facilities.  Accoraing  to  the  report,  spending  for  cleanup  increased  from  about 
$200  million  in  1984  to  about  $1.8  billion  in  1994.  During  the  past  decade,  the  aver- 
age cost  of  cleanup  has  increased  23  percent  each  year.  Conversely,  budgets  for  re- 
search, development,  and  procurement  of  military  weapons  have  decreased  by  about 
7  percent  each  year. 

The  data  gathered  by  CBO  indicates  that  the  cost  of  cleanup  and  the  associated 
budgetary  requests  have  dramatically  exceeded  original  projections.  That  increase 
has  been  influenced  by  several  factors:  (1)  optimistic  cost  estimates  based  on  inad- 
equate data;  (2)  a  growing  number  of  potentially  contaminated  sites;  (3)  the  applica- 
tion of  stricter  State  cleanup  standards;  (4)  the  use  of  more  costly  methods  of  reme- 
diation. These  same  factors  will  likely  trigger  the  inflation  of  ftiture  cleanup  cost 
estimates. 

In  anticipation  of  the  escalation  of  future  cleanup  costs  the  CBO  report  proposes 
alternative  strategies  for  meeting  the  Department's  cleanup  goals.  First,  near  term 
savings  may  be  achieved  by  delaying  the  more  diffiailt  and  costly  cleanup  projects 
that  do  not  pose  an  immediate  threat  to  public  health  and  safety.  For  example,  sites 
with  buried  ordnance  and  groundwater  contamination  are  the  most  expensive  and 
difficult  cleanup  tasks.  While  delaying  action  on  the  more  difficult  and  costly  sites, 
long-term  savings  could  be  achieved  through  the  development  of  efficient  cleanup 
technologies. 

Based  on  current  Department  estimates,  new  technologies  for  cleaning  up  metals 
in  contaminated  groundwater  could  reduce  costs  from  as  high  as  $40  to  as  low  as 
10  cents  per  thousand  gallons;  and  for  metal  in  contaminated  soils,  from  as  hi^ 
as  $250  to  as  low  as  $20  per  ton.  The  Department  may  also  be  able  to  cut  the  cost 
of  remediating  buried  ordnance  by  33  percent  using  technology  now  being  developed. 

According  to  the  March  24  DOD  testimony  before  the  House  National  Security 
Conmiittee's  Subcommittees  on  Readiness  and  Installations  and  Facilities,  the  DOD 
environmental  technology  developments  are  managed  through  the  following  pro- 
grams: (1)  Strategic  Environmental  Research  and  Development  Program  (SERDP); 
(2)  the  Environmental  Security  Technology  Certification  Program  (ESTCP),  and  (3) 
the  service  environmental  R&D  programs. 

The  fiscal  year  1996  Defense  budget  request  for  environmental  technology  is 
about  $218.4  million.  However,  it  is  not  clear  what  portion  of  that  request  will  be 
devoted  to  the  development  of  restoration  technology.  Perhaps  the  panel  one  wit- 
nesses can  provide  some  further  explanation  of  that  aspect  of  the  fiscal  year  1996 
budget  request. 

Additionally,  this  subcommittee  is  interested  in  costs  associated  with  the  manage- 
ment and  overhead  of  the  Defense  Environmental  Restoration  Program  (DERP).  The 
DERA  appropriation  was  created  by  Congress  in  fiscal  year  1984  to  consolidate  and 
expand  separate  Department  of  Defense  environmental  cleanup  programs.  DERA 
was  later  codified  in  permanent  law  as  section  211  of  the  Superfund  Amendments 
and  Reauthorization  Act  (Public  Law  99—499),  enacted  in  1986.  As  codified,  sums 
appropriated  to  DERA  may  only  be  obligated  or  expended  to  carry  out  the  Secretary 
01  Defense  functions  related  to  environmental  restoration. 

Under  sections  2701  and  2704  of  title  10  there  are  provisions  that  allow  for  De- 
fense reimbursement  of  non-Defense  State  and  Federal  agencies  for  performing  reg- 
ulatory functions.  These  reimbursements  are  being  paid  out  of  DEIRA  funds.  The 
FFCA  also  provides  for  reimbursement  of  Environmental  Protection  Agency  (EPA) 
for  the  cost  of  fulfilling  their  obligation  to  inspect  Defense  facilities.  It  is  not  clear 
how  the  Defense  Department  has  responded  to  this  requirement,  or  what  funding 
source  has  been  used  for  payment.  Clearly  it  is  senseless  to  use  DERA  funds  to  re- 
imburse non-Defense  government  entities  for  performing  services  that  are  otherwise 
required  by  law. 

In  a  development  that  has  mirrored  corporate  America,  the  Defense  Department 
has  placed  greater  emphasis  on  environmental  programs  over  the  course  of  the  last 
two  decades.  However,  unlike  the  private  sector,  the  military  is  charged  with  the 
preservation  of  National  Security  interests. 

The  Department  of  Defense  faces  a  substantial  task  in  balancing  the  need  to  revi- 
talize readiness  with  management  of  its  environmental  responsibilities.  The  Sub- 
committee on  Readiness  is  committed  to  ensuring  that  the  Department  has  the  abil- 
ity to  pursue  both  ends  in  a  responsible  manner.  I  look  forward  to  hearing  the  testi- 
mony of  the  witnesses. 
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Senatx)r  McCain.  Before  we  proceed  with  the  first  panel,  I  would 
like  to  ask  Senator  Robb  if  he  has  an  opening  statement. 

Senator  Robb.  Mr.  Chairman,  I  do  not  have  an  opening  state- 
ment. I  didn't  hear  the  first  part  of  your  statement,  but  I  think 
that  that  sets  out  an  appropriate  challenge  for  this  subcommittee, 
and  I  am  very  pleased  to  be  a  part  of  the  hearings.  I  will  not  be 
able  to  remain  for  most  of  the  hearings  today  unfortunately,  but  I 
may  have  some  written  questions  that  I  would  like  to  submit  for 
the  record. 

Senator  McCain.  I  thank  you,  Senator  Robb.  Before  I  ask  Sen- 
ator Glenn  to  comment,  I  know  that  Senator  Robb  has  had  a  per- 
sonal experience,  as  we  have  had  with  a  base  in  my  State,  and 
clearly  it  has  been  a  learning  experience  for  all  concerned.  I  hope 
that  we  have  been  through  enough  of  that  now,  with  two  rounds 
of  base  closings,  so  that  with  this  third  round  we  can  attack  these 
problems  with  a  much  more  knowledgeable  and  efficient  manner. 
Thank  you,  Senator  Robb.  Senator  Glenn. 

Senator  Glenn.  Thank  you,  Mr.  Chairman.  I  want  to  commend 
you  for  calling  this  hearing  on  environmental  programs.  I  think  it 
is  one  of  the  most  important  elements  of  the  whole  Department  of 
Defense  readiness  budget,  because  there  are  a  lot  of  things  on  base 
closures,  and  so  on,  that  we  cannot  approach  until  this  is  finished. 
Most  people  do  not  realize  that  bases  cannot  be  transferred  for  any 
other  purpose  until  environmental  cleanup  is  done.  That  is  by  law, 
not  by  choice. 

If  I  could  sum  up  Department  of  Defense's  responsibilities  for  en- 
vironmental programs,  I  guess  it  would  be  that  we  made  the  mess, 
so  we  are  responsible  for  cleaning  it  up.  An  important  corollary  to 
that  is,  of  course,  let  us  make  sure  we  do  not  make  such  a  mess 
in  the  future. 

This  seems  to  be  reflected  in  the  five  pillars  of  the  Department 
of  Defense  environmental  security  program:  compliance,  pollution 
prevention,  conservation,  cleanup,  and  environmental  technology. 

I  look  forward  to  the  testimony  today  from  Sherri  Groodman,  who 
has  the  lead  responsibility  for  the  Department  of  Defense  environ- 
mental programs.  Sherri  was  deeply  involved  in  these  issues  as  a 
member  of  our  staff  here  in  the  late  1980s  and  has  worked  hard 
to  manage  these  diverse  and  complex  programs  since  being  ap- 
pointed as  the  first  Deputy  Under  Secretary  of  Defense  for  Envi- 
ronmental Security  in  1993. 

I  also  look  forward  to  the  testimony  of  the  service  witnesses  who 
have  the  line  responsibility  for  managing  these  activities  and  from 
Dr.  Harrison,  who  heads  the  Defense  Environmental  Research  and 
Development  Program. 

Reviewing  the  Department's  budget  request,  questions  we  must 
ask  include:  how  does  this  fit  into  the  overall  readiness  of  the 
Armed  Forces  and  does  the  O&M  budget  provide  a  proper  balance 
between  the  need  to  address  environmental  issues  and  the  need  to 
provide  for  other  priorities,  including  military  training?  We  know 
we  have  to  do  some  on  both.  What  is  the  balance?  Does  the  envi- 
ronmental security  budget  reach  the  proper  balance  among  the 
competing  needs  for  cleanup,  compliance,  conservation,  prevention, 
and  technology? 
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Are  the  Department  of  Defense  cleanup  and  compliance  priorities 
established  by  a  rational  assessment  of  the  Department  of  Defense 
environmental  priorities?  If  not,  is  there  a  need  for  any  change  in 
Federal  environmental  laws  and  policies — that  is  something  we 
should  know.  Anyone  that  has  suggestions  as  to  how  we  could 
change  laws  or  where  they  need  to  be  changed  to  enable  you  to  do 
your  job,  please  let  us  know. 

Do  we  have  procedures  in  place  to  ensure  that  the  technology 
programs  do  not  duplicate  activities  which  are,  or  reasonably  can 
be,  undertaken  in  terms  of  addressing  environmental  issues  in  the 
private  sector?  Do  we  have  sufficient  funding  cleanup  and  the  nec- 
essary laws  and  procedures  to  ensure  that  the  bases  slated  for  clo- 
sure can  be  promptly  made  available  for  civilian  use  or  whatever 
transfer  there  might  be  to  other  Federal  entities? 

I  look  forward  to  hearing  the  views  of  our  witnesses,  Mr.  Chair- 
man, and,  again,  I  think  it  is  great  you  have  called  this  hearing. 
It  is  a  necessary  one. 

Senator  McCain.  Thank  you  very  much,  Senator  Glenn,  and  I 
want  to  emphasize  again  what  Senator  Glenn  said.  One  of  the  spe- 
cific things  we  are  looking  for  here  is  your  recommendations,  if 
there  are  any  changes  in  the  law  that  can  make  this  process  more 
efficient,  and  Ms.  Goodman,  before  you  even  make  your  statement, 
would  you  agree  that  we  have  a  significant  amount  to  do  to  make 
this  process  more  efficient? 

STATEMENT  OF  SHERRI  W.  GOODMAN,  DEPUTY  UNDER 
SECRETARY  OF  DEFENSE  (ENVIRONMENTAL  SECURITY) 

Ms.  Goodman.  Mr.  Chairman,  I  think  the  Department  of  Defense 
has  done  a  considerable  amount  under  the  current  law  to  make  the 
process  efficient.  We  also  have  recommended  changes  in  some  of 
the  current  law  that  we  think  would  improve  it,  specifically  in 
Superfund.  I  have  put  those  in  my  statement  and  I  am  happy  to 
discuss  those  with  this  subcommittee. 

Senator  McCain.  Thank  you.  So  we  will  call  on  you,  Sherri  Good- 
man, who  as  we  know  is  the  Deputy  Under  Secretary  of  Defense 
for  Environmental  Security;  Mr.  Thomas  W.L.  McCall,  Jr.,  Deputy 
Assistant  Secretary  of  the  Air  Force  for  Environment,  Safety  and 
Occupational  Health;  Dr.  John  Harrison,  the  Executive  Director  of 
the  Strategic  Environmental  Research  and  Development  Program; 
Mr.  Jan  Reitman,  the  Staff  Director  of  the  Environmental  and 
Safety  Policy  Office,  Defense  Logistics  Agency;  Ms.  Cheryl 
Kandaras,  the  Principal  Deputy  Assistant  Secretary  of  the  Navy  for 
Installations  and  Environment;  and  Ms.  Alma  Moore,  Principal 
Deputy  Assistant  Secretary  of  the  Army  for  Installations,  Logistics, 
and  Environment.  I  am  sorry  that  your  name  was  excluded  from 
this  list.  It  is  not  because  of  my  Navy  bias.  [Laughter.] 

It  is  because  of  inefficient  staff. 

Senator  Glenn.  He  told  me  earlier  he  wasn't  going  to  read  your 
name.  [Laughter.] 

Senator  McCain.  You  are  certainly  welcome  here  today. 

Ms.  Goodman,  please  proceed. 

Ms.  Goodman.  Thank  you  very  much,  Mr.  Chairman,  and  mem- 
bers of  the  subcommittee. 
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Defense  of  our  Nation  and  environmental  protection  have  a  long 
and  connected  history.  More  than  30  years  ago,  Air  Force  Chief  of 
Staff  General  Thomas  D.  White  observed  that  the  mission  of  the 
Department  of  Defense  is  more  than  just  aircraft,  gims,  and  mis- 
siles. Part  of  the  defense  job  is  protecting  the  land,  water,  timber, 
and  wildlife — the  priceless  natural  resources  that  make  this  great 
Nation  of  ours  worth  defending. 

Now  more  than  30  years  since  General  White's  environmental 
commitment,  our  Armed  Forces,  all  services,  have  become  national 
environmental  leaders.  As  you  noted,  Mr.  Chairman,  the  Depart- 
ment of  Defense  has  one  of  the  most  diverse  environmental  pro- 
gframs  in  the  Nation.  We  are  the  largest  industrial  organization  in 
the  country,  with  over  400  industrial  plants. 

We  are  also  the  Nation's  second  largest  land  manager,  steward 
for  25  million  acres  of  land,  which  is  about  one  third  the  size  of 
the  State  of  Arizona  and  about  the  size  of  Ohio  and  Virginia.  We 
also  have  more  than  14,000  contaminated  sites  in  all  50  States  and 
107  of  our  military  bases  are  listed  on  the  Superfund  national  pri- 
ority list. 

The  Department  is  committed  to  protecting  the  health  and  safety 
of  its  people  and  the  vulnerable  communities  around  our  installa- 
tions. The  Department  believes  that  environmental  security  is  a 
critical  component  of  our  national  defense  mission. 

If  I  may  turn  you  to  a  few  charts.  (See  charts  in  prepared  state- 
ment.) Environmental  security  supports  the  Department's  major 
priorities:  readiness,  quality  oi  life,  and  modernization.  A  key  read- 
iness requirement  is  access  to  air,  land,  and  water  for  training  and 
testing.  Significant  natural  and  cultural  resources  are  on  the  25 
million  acres  of  land  managed  by  the  Department  of  Defense.  Care- 
flil  use  of  the  air,  land,  and  water  ensures  that  our  forces  will  con- 
tinue to  have  access  to  these  resources  to  train  and  operate,  and 
the  faster  we  clean  up  contaminated  sites,  the  quicker  we  can  put 
these  lands  back  in  use. 

Second,  environmental  security  protects  the  quality  of  life  of  our 
Armed  Forces  and  their  families.  As  all  of  us  know,  our  military 
makes  extraordinary  sacrifices  to  protect  the  Nation's  security.  The 
very  least  we  can  do  is  give  them  the  same  protection  from  envi- 
ronmental hazards  that  the  rest  of  America  enjoys.  Military  work 
places  and  installations  should  be  as  safe  as  this  hearing  room. 

Third,  environmental  security  enhances  modernization  through 
investments  in  pollution  prevention  and  environmental  technology. 
About  80  percent  of  the  hazardous  material  generated  by  the  De- 
partment of  Defense,  which  is  what  creates  the  need  for  the  clean- 
up and  compliance  in  the  first  place,  results  from  our  weapons  sys- 
tem acquisition  process.  So,  the  old  adage  that  an  ounce  of  preven- 
tion is  worth  a  pound  of  cure  is  clearly  true.  The  more  we  can  do 
to  avoid  using  hazardous  materials,  the  better  off  we  are.  We  are 
working  hard  to  do  that  today. 

Over  the  past  several  years,  I  have  visited  many  of  our  military 
installations  and  seen  for  myself  how  our  forces  incorporate  envi- 
ronmental security  into  the  defense  mission.  They  consider  it  part 
of  their  job.  I  urge  this  committee  to  join  me  in  making  sure  our 
forces  can  continue  this  work.  It  is  indivisible  from  the  defense 
mission,  but  it  is  also  more  than  that.  Every  large  industrial  orga- 
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nization  in  America  has  an  environmental  program  to  protect  is 

Eeople,  preserve  its  access  to  resources,  comply  with  the  law,  and 
e  a  good  corporate  citizen.  So,  like  corporate  America  and  the  rest 
of  America  in  defense,  it  is  just  plain  good  business. 

Now,  let  me  show  you  how  we  conduct  this  business  on  a  typical 
installation.  I  have  picked  one  of  our  installations — I  hope  you  will 
permit  me,  Mr.  Chairman,  to  take  a  look  here  at  Fort  Huachuca 
in  Arizona. 

Senator  McCain.  What  a  coincidence.  [Laughter.] 

Ms.  Goodman.  Well,  I  thought  I  would  pick  one  that  you  prob- 
ably had  some  familiarity  with.  Let  me  illustrate  how  the  typical 
functions  on  a  military  base — we  could  do  this  for  all  of  our  instal- 
lations— ^have  some  environmental  component.  If  you  start  there 
with  the  mission-related  activities  in  blue,  you  will  see  that  we 
have  maintenance  areas  in  fuel,  all  of  which  involve  the  use  of  haz- 
ardous materials  which  must  be  managed,  along  the  flight  line  at 
the  airfield  and  also  in  use  down  at  the  training  ranges.  We  use 
fuel  and  must  manage  that  land. 

We  also  have  the  installation  support  activities.  You  have  a 
water  plant.  We  have  cleanup  activities  such  as  the  gas  station  you 
see  over  on  the  left  which  has  had  some  fuel  leaks  over  the  years 
and  must  be  cleaned  up  under  the  defense  environmental  restora- 
tion account.  There  is  a  landfill  down  in  brown  there  that  also  re- 
quires some  cleanup  work,  a  wastewater  treatment  plant,  and  oth- 
ers. 

Of  course,  we  must  also  dispose  of  toxic  and  hazardous  materials 
once  we  have  used  them,  so  we  have  hazardous  waste  storage  (in 
red),  and  then,  particularly  at  Fort  Huachuca,  we  have  a  lot  of  con- 
servation activities.  We  have  sensitive  plants  and  Native  American 
artifacts.  In  addition,  the  long-nosed  bat,  an  endangered  species, 
has  a  habitat  there — as  well  as  the  spotted  owl. 

So  you  can  see  there  are  many  things  happening  on  this  installa- 
tion that  concern  the  environment.  Those  all  relate  in  some  way  to 
our  environmental  pillars:  compliance,  to  ensure  that  the  Depart- 
ment of  Defense  complies  with  Federal,  State,  and  local  environ- 
mental safety  and  health  laws;  pollution  prevention,  to  reduce  the 
use  of  hazardous  materials  so  we  do  not  have  to  pay  to  clean  it  up; 
conservation,  to  responsibly  manage  the  lands  and  the  historic  sites 
that  the  Department  of  Defense  holds  in  public  trust;  to  clean  up 
and  restore  the  facilities  that  have  been  contaminated;  and  then 
technology,  to  find  better  and  cheaper  ways  to  accomplish  all  of 
these. 

Pollution  prevention  and  environmental  technology  help  reduce 
future  liability  and  environmental  cost.  For  a  little  money  now,  we 
can  save  big  dollars  down  the  road. 

Cleanup,  compliance,  and  conservation  are  the  distinct  must-do 
elements  of  environmental  security.  We  must  remediate  and  re- 
store contaminated  sites  and  comply  with  the  law. 

Now,  our  plan  to  meet  future  environmental  needs  in  an  era  of 
tight  fiscal  constraints,  which  you  noted,  Mr.  Chairman,  really  has 
four  components.  Let  me  very  briefly  summarize  them  for  you. 

First,  we  want  to  avoid  the  costs  wherever  possible.  If  you  do  not 
have  to  do  it,  let  us  not — that  is  primarily  through  pollution  pre- 
vention. Second,  we  want  to  use  new  technologies  to  limit  our  li- 
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ability  and  reduce  our  compliance  costs.  Third,  we  are  adopting  a 
risk-based  management  approach  to  ensure  we  address  the  highest 
risk  problems  first,  and  that  goes  to  the  question  of  priorities.  And 
fourth,  as  you  mentioned,  we  do  believe  that  there  is  responsible 
regulatory  reform  that  can  be  had  to  help  us  continue  in  future 
years  to  make  the  most  progress  with  the  resources  available. 

Now,  since  you  specifically  referred  to  our  cleanup  program,  I 
would  like  to  talk  a  little  bit  about  how  we  are  implementing  this 
risk-based  management  approach  in  the  Department  of  Defense 
cleanup  program.  We  are  using  a  very  simple  tool  in  order  to  show 
that  we  have  high,  medium,  and  low  relative  risk  sites  on  our  mili- 
tary installations  and  to  be  able  to  sequence  the  work  primarily  at 
the  highest  risk  sites  but,  as  appropriate,  including  some  mix  of 
the  medium  and  low  relative  risk  sites. 

We  use  three  very  simple  factors.  You  can  see  them  on  the  chart. 
One  is,  what  is  the  source?  In  other  words,  what  is  the  contami- 
nant? Is  it  petroleums?  Is  it  solvents  or  heavy  metals?  How  is  it 
moving?  Is  it  moving  in  the  soil  or  the  groundwater?  And  then, 
third,  who  is  it  affecting?  Is  there  a  playground  or  a  school  there 
at  the  end  of  the  source  or  is  it  out  in  some  remote  area? 

Then,  using  those  three  simple  factors,  involving  communities  at 
restoration  advisory  boards  at  each  of  our  local  installations  and, 
of  course.  State  and  Federal  regulators  who  ultimately  will  deter- 
mine what  cleanup  actions  the  Department  will  take,  we  have 
prioritized  our  1996  budget  into  high,  medium,  and  low  relative 
risk  projects.  You  will  see  that  in  its  submission. 

This  will  also  enable  us  to  tell  you  and  the  American  people  what 
work  will  not  be  accomplished  if  the  President's  budget  is  not  fully 
funded  and  what  vulnerable  communities  will  be  at  risk. 

Since  I  have  utilized  my  5  minutes,  Mr.  Chairman,  I  will  con- 
clude my  statement  now  and  will  be  happy  to  take  any  questions 
you  have. 

Let  me  note  that  this  relative  risk  approach  does  address  one  of 
the  questions  raised  in  the  CBO  report,  which  is,  what  priorities 
are  you  using  in  cleanup?  This  enables  us  to  say,  if  we  have  a  low 
risk  project,  where  human  health  will  not  be  immediately  affected, 
perhaps  we  can  move  that  to  future  years,  but  it  also  tells  us  when 
we  have  a  high  risk  project  where  some  community  will  be  affected 
immediately  and  we  need  to  take  action. 

[The  statement  of  Ms.  Goodman  follows:] 

Prepared  Statement  by  Sherri  W.  Goodman,  Deputy  Under  Secretary  of 
Defense  (Environmental  Security) 

environmental  security— defending  our  future 

Defense  of  our  Nation  and  environmental  protection  have  a  long,  connected  his- 
tory. More  than  30  years  ago,  Air  Force  Chief  of  Staff,  General  Thomas  D.  White 
observed,  "The  mission  of  the  Department  of  Defense  is  more  than  just  aircraft, 
guns,  and  missiles.  Part  of  the  defense  job  is  protecting  the  land,  water,  timber,  and 
wildlife — the  priceless  natural  resources  that  make  this  great  Nation  of  ours  worth 
defending." 

Concurrent  with  this  DOD  commitment  in  the  1960s  was  a  strong  national  bipar- 
tisan interest  in  the  environment.  During  this  era,  the  Federal  Water  Pollution  Con- 
trol Act  Amendments,  the  Clean  Air  Act,  and  the  Clean  Water  Act  became  law.  In 
1970,  a  Republican  President  and  a  Democratic  Congress  created  the  National  Envi- 
ronmental Policy  Act,  established  the  Council  on  Environmental  Quality,  and  cre- 
ated  a   new    independent   agency,    the   Environmental   Protection   Agency,    which 
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brought  together,  in  one  agency,  pollution  control  programs  concerning  water,  air, 
solid  wastes,  pesticides,  and  radiation. 

Now,  more  than  30  years  since  General  White's  environmental  commitment,  our 
Armed  Forces  have  become  national  environmental  leaders.  With  the  continued  sup- 
port of  strong  national  bi-partisan  interests,  our  Armed  Forces  have  incorporated 
the  tenets  of  responsible  stewardship  into  almost  everything  they  do:  from  pollution 
prevention  to  conservation,  compliance  and  cleanup  of  contaminated  sites.  They've 
given  a  high  priority  to  defending  our  future  througn  environmental  security. 

Why?  For  tne  same  reason  that  motivates  much  of  what  our  forces  do:  They  deter- 
mined long  ago  that  environmental  security  is  part  of  the  defense  mission.  There 
are  three  major  reasons  why  this  is  true. 

1.  Environmental  Security  Programs: 

•  Protect  the  health  of  several  millions  of  men,  women  and  children  who  work, 
live,  and  play  on  our  installations; 

•  Protect  a  land  mass  about  the  size  of  Tennessee  for  signiflcant  natural  re- 
sources, and  preserve  archaeological  sites  and  historic  buildings; 

•  Fulfill  legal  requirements:  The  Department  of  Defense  is  subject  to  the  same 
environmental  laws,  executive  orders,  regulations  and  policies — both  State  and  Fed- 
eral— as  the  rest  of  the  Nation.  Military  commanders  and  personnel,  civilian  DOD 
employees  and  contractors  can  be  held  criminally  or  civilly  liable  for  failing  to  com- 
ply. As  the  Navy's  top  environmental  officer  told  Navy  Times,  "If  we  fail  to  comply 
with  laws  and  regulations,  the  operational  and  readiness  impact  can  be  absolutely 
devastating.  We  can  be  forced  to  cease  operation." 

In  addition.  Environmental  Security  supports  DOD's  major  priorities:  readiness, 
quality  of  life,  and  modernization.  A  key  readiness  requirement  is  continued  access 
to  air,  land  and  water  for  training  and  testing.  On  the  25  million  acres  of  land  man- 
aged by  DOD  are  significant  natural  and  cultural  resources.  Careful  use  of  the  air, 
land  and  water  ensures  our  forces  will  continue  to  have  access  to  these  resources 
to  train  and  operate.  And  the  faster  we  clean  up  contaminated  sites,  the  quicker 
we  can  put  these  lands  back  into  use. 

2.  Environmental  security  protects  the  quality  of  life  of  our  forces  and  their  fami- 
lies. As  all  of  us  know,  our  military  makes  extraordinary  sacrifices  to  protect  the 
Nation's  security.  The  very  least  we  can  do  is  give  them  the  same  protection  from 
environmental  hazards  that  the  rest  of  America  expects  and  enjoys.  Military  work 
places  and  installations  should  be  as  safe  as  this  hearing  room. 

3.  Environmental  security  enhances  modernization  through  investment  in  pollu- 
tion prevention  and  environmental  technology.  About  80  percent  of  the  hazardous 
material  generated  by  DOD  (creating  the  need  for  cleanup  and  compliance)  results 
from  the  acquisition  process.  If  DOD  can  prevent  this  pollution  in  the  first  place, 
it  saves  money  overall.  That  is  why  DOD  now  endeavors  to  include  the  life-cycle 
costs  of  its  weapons  in  the  planning  process.  By  so  doing,  DOD  has  already  reduced 
hazardous  material  life-cycle  costs  lor  the  B-1  bomber;  tney  are  30  percent  less  than 
the  F-16  because  environmental  issues  were  considered  in  the  design  stage.  These 
efforts  enhance  modernization  by  providing  weapons  systems  at  lower  cost  with  im- 
proved performance  and  better  environmental  characteristics. 

Over  the  past  2  years,  I've  visited  many  of  our  military  installations  and  seen 
with  my  own  eyes  how  our  forces  incorporate  environmental  security  into  the  de- 
fense mission.  They  consider  it  part  of  the  job.  Our  forces  are  defending  a  beautiful 
nation  and  they  want  to  keep  it  that  way.  As  Deputy  Under  Secretary  of  Defense 
for  Environmental  Security,  it's  my  job  to  support  their  efforts.  I  urge  this  commit- 
tee to  join  me  in  making  sure  our  forces  can  continue  this  work.  It's  mdivisible  from 
the  defense  mission. 

But  it's  more  than  that.  Every  large  industrial  organization  in  America  has  an 
environmental  program  to  protect  its  people,  preserve  its  access  to  resources,  comply 
with  the  law  and  to  be  a  good  corporate  citizen.  It's  just  plain  good  business.  The 
Department  of  Defense  is  the  Nation's  largest  industrial  organization.  The  Environ- 
mental Security  program  is  both  critical  to  the  defense  mission  and  just  plain  good 
business. 

Bi-Partisan  History  of  Environmental  Security 

Before  I  outline  the  Environmental  Security  program  for  fiscal  year  1996,  I  want 
to  take  a  few  moments  to  put  the  program  into  historical  perspective. 

DOD's  environmental  efforts  did  not  begin  with  the  Clinton  administration.  The 
program  as  we  know  it  today  actually  began  during  the  Bush  administration.  De- 
fense Secretary  Cheney  spelled  out  its  basic  components  in  a  memorandum  to  the 
Secretaries  of  the  military  departments  in  1989.  In  it,  he  said, 

I  want  the  Department  of  Defense  to  be  a  Federal  leader  in  agency  environ- 
mental compliance  and  protection.  We  must  demonstrate  commitment  with  ac- 
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countability  for  responding  to  the  Nation's  environmental  agenda.  I  want  every 
command  to  be  an  environmental  standard  by  which  Federal  agencies  are 
judged. 

DOD's  environmental  mandate  goes  back  even  further.  In  1984,  recognizing  that 
DOD  had  an  enormous  toxic  waste  problem  on  its  hands,  President  Reagan  signed 
legislation  crafted  by  Senator  Ted  Stevens  of  Alaska  to  create  the  Defense  Environ- 
mental Restoration  Account.  Two  years  later.  President  Reagan  signed  the 
Sup>erfund  Amendments  and  Reauthorization  Act  of  1986,  and  issued  Executive 
Order  12580,  which  require  the  Federal  Government,  including  the  Department  of 
Defense,  to  comply  with  all  environmental  cleanup  standards. 

Congress  passed  and  Presidents  Reagan  and  Bush  signed  a  number  of  laws  over 
the  past  decade  that  increased  the  defense  environmental  mandate.  But  this  didn't 
start  the  military  services  on  the  road  to  protecting  the  environment;  in  effect,  these 
laws  endorsed  the  military's  work.  Our  Armed  Forces  were  ahead  of  the  curve.  To 
ensure  that  their  work  got  the  profile  and  priority  it  deserves  at  the  Pentagon,  the 
Secretary  of  Defense  created  the  OfUce  of  Environmental  Security. 

The  Defense  Environmental  Security  Program  is  broken  down  into  five  missions 
or  pillars: 

1.  Compliance:  to  ensure  DOD  complies  with  our  Federal,  State  and  local  environ- 
mental, safety  and  health  laws — and  protects  lives. 

2.  Pollution  Prevention:  to  reduce  the  use  of  hazardous  materials,  and  curb  the 
emission  of  pollutants,  in  military  operations  as  well  as  in  weapons  systems  acquisi- 
tion, manufacturing,  operations  and  maintenance. 

3.  Conservation:  to  responsibly  manage  the  lands  and  historic  sites  that  DOD 
holds  in  public  trust. 

4.  Cleanup:  to  restore  DOD  facilities  contaminated  with  toxic,  explosive,  or  haz- 
ardous waste,  legacies  of  the  cold  war. 

5.  Environmental  Technology:  to  find  and  implement  new  ways  to  cleanup  and 
protect  our  resources  quicker,  cheaper,  more  effectively  and  more  safely. 

Pollution  prevention  and  environmental  technology  help  reduce  future  liability 
and  environmental  costs.  For  a  little  money  now,  we  can  prevent  bigger  cleanup  and 
compliance  costs  down  the  road. 

Cleanup,  Compliance  and  Conservation  are  the  distinctly  "must  do"  elements  of 
Environmental  Security — we  must  remediate  and  restore  contaminated  sites,  and 
comply  with  Federal  and  State  environmental  laws  and  regulations.  As  Secretary 
Cheney  said  5  years  ago,  "Cleanup  and  compliance  will  be  treated  as  fiindamentaJ 
costs  of  doing  business,  costs  that  will  be  routinely  factored  into  plans,  programs 
and  budgets."  Conservation  requires  DOD  to  comply  with,  for  example,  endangered 
species  and  historic  preservation  laws,  and  allows  DOD  to  preserve  these  resources 
for  this  and  future  generations  of  Americans. 

DOD's  Environmental  Strategy 

Our  plan  to  meet  future  environmental  needs  in  an  era  which  presages  tight  fiscal 
constraints,  has  four  components. 

1.  Future  cost  avoidance  through  pollution  prevention;  investments  to  eliminate 
or  reduce  the  use  of  hazardous  materials  at  the  source  means  an  end  to  future  envi- 
ronmental liability  and  greatly  reduced  compliance  costs. 

2.  Investment  in  environmental  technologies  that  lower  the  costs  of  cleanup  and 
compliance  and  provide  a  good  return  on  investment. 

3.  Adoption  of  risk-based  management  to  ensure  we  are  addressing  the  highest 
risk  problems  first. 

4.  Responsible  regulatory  reform  to  help  us  in  the  out  years  to  continue  to  make 
the  most  progress  with  the  resources  available. 

Fd  like  to  outline  our  accomplishments  and  our  plans  for  fiscal  year  1996.  The 
Department's  Environmental  budget  for  fiscal  year  1996  is  illustrated  in  the  chart 
below,  showing  each  of  the  program  components  of  Environmental  Security. 
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Environmental  Security 
FY  1996  Budget 


$4,987  Billion 

Pollution 

^  ^.      Prevention 

Conservation 

$145       $336        ^Technology 


$218 


Compliance 

$2,209 


$457 
BRAC 


$1,622 
Cleanup 


Compliance 

In  1989,  former  Secretary  of  Defense  Cheney  directed  that  the  Department  fund 
environmental  compliance  and  pollution  prevention  to  achieve  sustainable  compli- 
ance with  Federal  and  State  environmental  laws.  Under  the  present  leadership  of 
Secretary  Perry,  that  commitment  has  continued. 

The  compliance  budget  is  composed  of  operations  and  services,  and  projects.  Oper- 
ations and  services  include  sampling  and  testing  of  drinking  water  or  sewage  treat- 
ment plant  effluents,  disposal  of  hazardous  materials,  and  preparation  of  environ- 
mental assessments.  Compliance  projects  generally  involve  the  construction,  modi- 
fication or  repair  of  a  facility,  such  as  a  sewage  treatment  plant,  to  meet  a  new  or 
existing  environmental  standard. 

The  Department  was  successful  in  its  fiscal  year  1994  compliance  goal.  It  reduced 
the  number  of  open  notices  of  violation  (NOVs)  by  7  percent.  New  NOVs  have  fallen 
by  approximately  47  percent  since  1992,  even  though  EPA's  enforcement  inspections 
have  increased.  These  improvements  are  due  to  more  vigorous  compliance  euorts  by 
DOD  components,  increased  use  of  self  assessments,  better  dissemination  of  infor- 
mation, improved  education  and  training,  and  an  increasingly  effective  pollution 
prevention  program. 

In  fiscal  year  1995,  DOD  will  continue  many  of  the  compliance  efforts  that  have 
proven  successful  over  the  past  few  years.  Specific  actions  include  the  continued  ef- 
fort to  replace  and  upgrade  underground  storage  tanks,  the  upgrade  of  waste  water 
treatment  plants  to  meet  tighter  State  and  local  standards,  and  the  upgrade  of  air 
emission  sources  to  meet  new  rules  under  the  Clean  Air  Act  of  1990. 

In  addition,  the  Department  has  established  a  system  of  10  regional  Environ- 
mental Security  executive  agents — one  for  each  EPA  Federal  region.  The  mission  of 
these  agents  is  to  improve  communication  and  coordination  among  DOD  Compo- 
nents and  regulators,  with  the  goal  of  improved  and  more  efficient  compliance.  Bv 
working  closely  with  regional.  State  and  local  regulators,  the  executive  agents  will 
be  able  to  ensure  DOD's  operational  requirements  are  addressed  during  the  develop- 
ment of  new  regulations  and  that  the  military  facilities  within  the  region  are  in- 
formed of  new  requirements  in  a  timely,  efficient  and  uniform  manner. 

The  DOD  has  worked  closely  with  the  EPA  offices  and  State  legislatures  on  the 
development  of  implementing  rules  for  environmental  laws.  The  main  emphasis  is 
to  ensure  that  any  investment  forced  by  a  new  rule  yields  a  reasonable  improve- 
ment to  the  environment.  Furthermore,  the  DOD  wants  to  consider  pollution  pre- 
vention projects  which  eliminate  or  reduce  the  regulated  contamination  as  the  pre- 
ferred response.  Costly  compliance  projects  or  operations  are  considered  the  option 
of  last  resort. 


135 

Let  me  explain  the  relationship  between  day-to-day  military  operations  and  the 
environment.  The  day-to-day  operations  that  go  on  at  installations  are  intimately 
connected  with  everyday  environmental  compliance.  An  installation  cannot  have  one 
without  the  other.  On  a  daily  basis,  installations  at  home  and  abroad: 

•  Provide  heat  and  electricity  to  maintenance  shops,  administrative  buildings, 
housing  units;  conduct  painting  and  rework  operations  associated  with  maintaining 
aircraft,  tanks,  and  ships;  operate  fuel  storage  and  transfer  facilities;  and  incinerate 
medical  waste — all  of  wnich  require  Clean  Air  Act  controls  and  permits. 

•  Treat  and  dispose  of  wastewater's  generated  by  industrial  shops  (such  as  plat- 
ing operations  and  paint  booths)  and  domestic  sources,  such  as  wastewater  gen- 
eratea  by  base  housing  units — requiring  treatment  and  discharge  in  compliance 
with  the  Clean  Water  Act  requirements. 

•  Generate  hazardous  wastes,  such  as  spent  solvents  and  toxic  metal-bearing 
wastes  from  aircraft  painting,  corrosion  control,  engine  maintenance,  and  plating  op- 
erations— some  of  which  require  Resource  Conservation  and  Recovery  Act  nazardous 
waste  treatment,  storage,  or  disposal  permits. 

•  Store  and  dispense  a  variety  of  petroleum  products  to  fuel  and  lubricate  ships, 
aircraft,  tanks,  trucks,  emergency  equipment,  boilers  and  generators,  and  other 
equipment  vital  to  their  missions.  Handling  of  these  and  other  hazardous  materials 
in  above  ground  and  underground  storage  tanks  is  subject  to  various  environmental 
laws  requiring  structurally  sound  tanks  equipped  with  leak  detection  capabilities 
and  spill  prevention  and  emergency  response  plans. 

DOD  is  subject  to  the  same  environmental,  health  and  safety  regulations  as  pri- 
vate industry,  and  it  must  plan  and  budget  for  environmental  compliance  iust  as 
any  large  company  would.  'Hie  fiscal  year  1996  request  is  $2,209  billion,  reflecting 
DOD's  commitment  to  meet  environmental  laws  and  regulations  and  support  readi- 
ness. The  largest  component  of  the  fiscal  year  1996  Compliance  request,  35  percent, 
will  be  devoted  to  meeting  the  provisions  of  the  Clean  Water  Act.  A  total  of  31  per- 
cent will  be  directed  to  hazardous  waste  management  under  RCRA,  and  14  percent 
will  be  funding  compliance  to  meet  the  regulations  of  the  Clean  Air  Act.  The  re- 
maining 20  percent  will  fund  compliance  with  the  Toxic  Substances  Control  Act 
Amendments  of  1984,  the  Marine  Plastic  Pollution  Control  Act  of  1987  and  environ- 
mental assessment  and  planning  regulations. 

Pollution  Prevention 

Pollution  prevention  averts  environmental  contamination  and  degradation  by  ma- 
terials management  at  every  level  of  Defense  operations;  reducing  the  volume  and 
toxicity  of  substances  that  are  released  or  need  disposal.  It  also  reduces  future  com- 
pliance costs.  Only  by  eliminating  hazardous  materials  or  those  processes  that  gen- 
erate hazardous  by-products  can  we  begin  to  reduce  overall  costs.  Simply  put,  "an 
ounce  of  prevention  is  worth  a  pound  of  cure."  The  military  departments  are  now 
conducting  fence  to  fence  surveys  to  identify  pollution  prevention  opportunities. 
They  are  prioritizing  these  opportunities  based  upon  return  on  investment  and  the 
health  risK  of  the  existing  process  or  material.  Pollution  prevention  is  a  good  busi- 
ness approach.  Most  projects  pay  for  themselves  in  3  years  or  less.  In  addition, 
many  oi  the  new  processes  do  the  job  better,  safer,  faster  as  well  as  cheaper.  In 
other  words,  they  contribute  to  readiness,  modernization  and  quality  of  life.  An  ex- 
ample is  the  aqueous  washer  for  airplane  parts.  These  aqueous  washers  clean  the 
parts  with  less  rejects  than  the  old  chemical  solvent  process.  In  addition,  they  do 
it  in  a  fraction  of  the  time  previously  needed.  Other  high  payback  examples  include: 

•  New  explosive  materials  that  are  reusable/recyclable  and  have  significantly 
greater  energy  density  and  lower  production  cost; 

•  High  velocity  spray  techniques  for  applying  coatings  that  eliminate  toxic  chro- 
mium waste  and  increase  piston  lifetime  by  3  to  10-fold; 

•  High  pressure  water  blasting,  using  non-toxic  detergents,  for  paint  stripping 
and  cleaning  which  reduces  solvent  consumption,  waste  and  cost. 

Several  outstanding  pollution  prevention  programs  include  those  at  Naval  Station 
Mayport,  Tinker  Air  Force  Base  and  Naval  Aviation  Depot  (NADEP)  Jacksonville. 
They  have  all  developed  hazardous  material  pharmacies,  cradle-to-grave  centralized 
control  centers  for  the  purchase  and  control  of  hazardous  materials.  The  systems 
have  streamlined  tracking  by  placing  bar  code  labels  on  all  containers  used  to  dis- 
pense hazardous  materials.  Excess  material  or  empty  containers  must  be  returned 
within  5  days.  The  environmental  control  centers,  which  dispense  hazardous  mate- 
rials, achieve  a  high  degree  of  cooperation  by  ensuring  that  all  requests  of  materials 
are  delivered  within  60  minutes.  Rapid  and  ensured  delivery  eliminates  the  need 
to  store  large  volumes  of  materials  at  the  shop  level.  Benefits  include:  spill  risk  re- 
duction, reduced  procurement,  reduced  waste  generation  and,  most  importantly,  a 
net  reduction  in  costs.  NADEP  Jacksonville  has  achieved,  over  a  3  year  period,  a 
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$3.6  million  reduction  in  purchases  of  hazardous  materials,  a  50  percent  reduction 
in  chemical  use,  and  a  75  percent  reduction  in  shop  stocks  because  of  their  effective 
action.  Across  DOD  our  military  is  creating  these  pharmacies  to  manage  hazardous 
materials  and  avoid  costs. 

'Rie  pollution  prevention  goal  is  to  reduce  use  and  emissions  of  toxic  and  hazard- 
ous materials  to  as  near  zero  as  practical  in  order  to: 

1.  Protect  health  and  the  environment; 

2.  Save  and  avoid  costs; 

3.  Meet  legal  requirements. 

Over  the  last  10  years  hazardous  waste  disposal  costs  across  the  Nation  have  in- 
creased four  fold,  from  $600  per  ton  to  $2,500  per  ton.  During  this  time,  the  Army 
reduced  its  hazardous  material  generation  by  over  70  percent,  thus  saving  hundreds 
of  millions  of  dollars. 

Effects  of  Pollution 

Prevention  Activities  on 

Disposal  Costs 
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Reducing  waste  disposal  is  essential  to  cost  saving,  and  it  also  reduces  procure- 
ment and  inventory  costs. 

Pollution  Prevention  is  a  critical  component  of  our  Environmental  Security  strat- 
egy for  the  future.  When  incorporated  into  an  overall  program  of  modernization  it 
protects  health,  the  environment,  and  quality  of  life;  by  controlling  costs  long  term 
it  supports  readiness.  Let  me  provide  a  few  examples. 

•  Weapons  Acquisition.  DOD  and  its  suppliers  are  taking  advantage  of  pollution 
prevention  opportunities  at  the  very  beginning  of  the  weapon  system  acquisition 
process.  There  are  well  established  requirements  for  managing  installations,  but 
only  now  are  we  beginning  to  lower  costs,  by  designing  hazardous  materials  out  of 
our  weapons  systems.  For  example,  the  Navy's  ship  of  the  21st  Century,  designed 
to  include  environmental  considerations,  will  have  much  lower  life-cycle  costs  and 
virtually  free  of  ozone  depleting  substances. 

•  Weapons  Manufacturing,  Maintenance  and  Operation.  Working  with  the  private 
sector,  DOD  in  1994  adopted  National  Aerospace  Standard  411.  Tnis  standard  pro- 
vides a  systematic  process  for  managing  hazardous  materials  over  the  approximate 
30  year  life  cycle  of  a  weapon  system. 

Tne  Department  is  requesting  $336  million  this  year  for  these  high-payback  ef- 
forts that  nave  become  the  keystone  of  the  Environmental  Security  program. 

This  investment  will  continue  to  integrate  pollution  prevention  mto  weapon  sys- 
tem acquisition  through  life-cycle  costing  and  standardized  document  and  specifica- 
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tions  revue  to  reduce  or  eliminate  hazmat  use.  It  will  provide  funding  to  reduce 
present  day  baseline  toxic  releases  50  percent  by  1999,  and  to  reduce  or  eliminate 
use  of  ozone  depleting  chemicals. 

Conservation 

Land  and  water  access  for  military  operations  and  training  is  a  perishable  com- 
modity, not  easily  acquired.  We  need  to  protect  this  access  so  we  can  use  these  lands 
and  waters  again  and  again.  Sound  management  of  our  natural  and  cultural  re- 
sources sustains  the  military  mission  and  protects  these  important  resources.  The 
DOD  controls  over  25  million  acres  of  land,  the  size  of  Tennessee.  Most  of  this  land 
is  held  to  support  readiness  training  or  testing  of  new  weapon  systems.  As  stewards 
of  the  land  we  need  to  conduct  defense  operations  in  a  manner  that  minimizes  im- 
pact on  the  environmental  resources.  DOD  lands  and  waters  are  home  to  over  300 
threatened  and  endangered  species  and  over  100,000  archaeological  sites.  One  hun- 
dred fifty  bases  have  properties  listed  or  eligible  for  the  national  register  of  historic 
sites.  In  many  cases,  because  of  the  protection  afforded  by  the  military  reservation, 
these  resources  have  flourished  and  been  preserved.  Some  endangered  species  exist 
only  on  military  lands.  Most  conservation  management  measures  support  the  De- 
partment's priorities  of  readiness  and  quality  of  life.  Others  are  simply  the  right 
thing  to  do.  Here  are  some  examples. 

•  Tank  and  Troop  Training.  The  Pinon  Canyon  Training  area  at  Fort  Carson  is 
on  a  2  year  rest  and  rotation  schedule  for  25  training  subunits  where  at  any  given 
time,  at  least  50  percent  of  the  total  land  is  in  use.  Rest  and  rotation  provides  the 
best  training  possible  by  eliminating  the  trails  and  vegetation  gaps  caused  by  prior 
exercises.  It  also  provides  more  realistic  training  by  presenting  the  widest  variety 
of  venues  while  reducing  training  area  maintenance  costs  by  spreading  out  activity 
over  a  lareer  area. 

•  Amphibious  Training.  MCAS  Kaneohe  Bay,  Hawaii;  amphibious  exercises  here 
actually  enhance  habitat  for  nesting  of  endangered  species  by  breaking  up  the  area 
and  providing  "islands"  of  protection  in  Hawaiian  silt  from  predators. 

•  Enhanced  Management  of  Threatened  and  Endangered  Species.  Active  manage- 
ment of  protected  species  can  ensure  DOD's  continued  ability  to  conduct  the  military 
mission.  Marine  Corps  efforts  at  Camp  Pendleton  have  led  to  a  tripling  of  the  popu- 
lation of  the  endangered  least  Bell's  vireo.  These  efforts  convinced  the  Fish  and 
Wildlife  Service  not  to  designate  about  10,200  acres  on  the  base  as  critical  habitat. 
The  air  station  would  have  been  forced  to  curtail  operations  if  this  designation  had 
been  made. 

•  Preserving  Historic  Sites  and  Buildings.  Many  military  installations  were  es- 
tablished during  our  Nation's  early  westward  expansion.  Others  contain  more  recent 
physical  remnants  of  our  military  history.  These  historic  buildings  and  sites  are  all 
part  of  our  national  heritage.  These  resources  are  important  to  the  facility  and  the 
community  where  they  are  located.  Many  can  also  have  a  much  wider  regional  or 
national  significance. 

•  Military  Stewardship.  One  of  the  most  impressive  manuals  in  use  today  is  the 
Trainer's  Environmental  Handbook,  which  was  prepared  at  Marine  Corps  Base 
Camp  Lejeune,  North  Carolina  by  the  senior  base  commanders.  This  document  illus- 
trates how  military  doctrine  can  be  incorporated  with  resource  protection. 

DOD  is  requesting  $145  million  in  fiscal  year  1996  for  conservation,  which  in- 
cludes $10  million  for  the  Legacy  account,  and  $135  million  for  the  military  services' 
conservation  programs. 

In  1996,  we  will  focus  resource  inventories  on  sensitive  areas  to  protect  military 
activity  options,  develop  a  curation  system,  and  identify  and  return  Indian  remains 
and  artifacts  to  ensure  our  military  missions  can  continue  without  legal  impact. 

Cleanup 

I  want  to  outline  for  you  the  strategy  we  are  using  in  funding  DERA,  the  Defense 
Environmental  Restoration  Account.  With  the  pressures  on  the  Federal  budget  and 
Defense  budget  specifically,  we  want  to  ensure  our  environmental  cleanup  efforts 
are  appropriate  and  cost  effective.  Restoring  toxic  waste  sites  is  a  "bill"  resulting 
from  DOD's  past  operations  and  maintenance  activities.  Our  cleanup  bill,  like  that 
of  private  industry,  arises  from  years  of  using  hazardous  materials  in  what  were 
then  legal  but  environmentally  detrimental  ways.  As  we  know  now,  those  practices 
were  destructive  and  have  endangered  human  health  and  the  environment;  their 
restoration  is  politically  charged,  costly,  and  technically  difficult.  I  would  like  to  de- 
scribe for  you  the  Department's  efforts  to  address  each  of  these  areas  and  let  you 
know  how  you  can  help  us  pay  this  "bill"  appropriately.  To  understand  our  strategy, 
it  is  important  that  you  understand  the  nature  of  the  cleanup  program. 
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The  identification  and  clean  up  of  contaminants  from  soils  and  ground  water  re- 
quires managing  a  great  deal  of  uncertainty — uncertainty  about  the  extent  and 
uireat  of  contamination  and  about  the  expectations  of  regulators,  communities,  and 
other  stakeholders.  In  both,  there  is  a  balance  between  taJking  early  action  and  gath- 
ering more  information  about  the  extent  of  the  threat.  This  uncertainty  can  be  exac- 
erbated by  uncertainties  in  funding  levels. 

Uncertainty  results  from  the  lack  of  perfect  information  about  varying  soil  and 
water  conditions  of  the  potentially  contaminated  site  and  the  extent  and  concentra- 
tion of  the  pollutants.  DOD  sites  are  generally  fairly  similar  to  those  of  private  in- 
dustry. 

A  variety  of  types  of  sites  are  found  at  military  installations.  Typically,  the  most 
difficult  type  of  sites  to  assess  are  landfills  and  those  sites  with  significant  ground 
water  contamination.  For  ground  water  contamination,  the  flow  of  water  tnrourfi 
the  soil  and  the  connection  of  various  aquifers  presents  a  challenge.  For  landfills, 
the  challenge  is  to  determine  the  location  and  type  of  contaminants  when  materials 
placed  in  landfills  were  usually  not  separated.  For  example,  landfills  may  contain 
waste  oil  and  paint,  demolition  debris,  toxic  chemicals,  metal  wastes,  sewage  sludge, 
hospital  or  medical  wastes,  and  pesticides.  These  types  of  sites  require  fieldwork, 
laboratory  analysis  and  often  ground  water  modeling  to  determine  the  soil  layering 
conditions  and  the  flow  of  ground  water  through  the  layers.  These  efforts  are  similar 
to  the  techniques  the  oil  and  mining  industry  use  to  search  for  oil,  gas  and  min- 
erals. These  efforts  (e.g.  drilling  and  sampling)  are  the  "study"  used  to  determine 
the  characteristics  of  a  site,  potential  contaminants,  the  concentration  of  the  con- 
taminants and  alternatives  for  mitigating  the  impact  of  those  contaminants  on 
human  health  and  the  environment.  At  some  sites,  this  type  of  investigation  reveals 
that  contamination  is  not  above  cleanup  standards  or  that  the  contamination  is  of 
low  enough  concentration  not  to  impact  adversely  human  health  and  the  environ- 
ment. These  sites  can  be  "closed  out  as  a  result  of  the  study  efforts,  saving  money 
by  preventing  costly  remediation  efibrts.  At  other  sites,  close  out  can  be  based  on 
removal  of  the  contamination.  At  many  sites,  particularly  those  with  contamination 
from  petroleum  products,  contamination  will  naturally  deteriorate  over  time  (natu- 
ral attenuation).  This  type  of  site  requires  only  a  minimal  amount  of  cleanup  and 
some  monitoring.  For  the  more  complex  sites,  a  significant  amount  of  site  character- 
ization is  required,  alternatives  must  be  evaluated,  and  cleanup  work  accomplished 
based  on  the  results. 

Of  course,  this  management  of  uncertainty  is  done  under  agreements  or  the  po- 
tential for  an  agreement  that  are  entered  into  pursuant  to  Federal  and  State  envi- 
ronmental restoration  laws.  These  agreements  range  from  Interagency  Agreements 
for  installations  on  the  National  Priorities  List,  RCRA  Corrective  Actions,  Consent 
Decrees  and  Court  Orders.  The  enforceable  section  of  these  agreements  is  the  clean 
up  schedule  which  has  milestones  for  activities  such  as  the  completion  of  drilling 
and  monitoring  and  the  start  of  cleanup  work.  Under  the  terms  of  many  of  these 
agreements,  the  services  are  obligated  to  seek  adequate  funding  through  the  DOD 
budget  process  to  meet  agreement  milestones.  Our  goal  is  to  have  Restoration  Advi- 
sory Boards  or  RABs,  which  include  regulators,  community  representatives,  and 
other  stakeholders  participate  in  the  cleanup  process.  We  have  found  that  the  RABs 
are  very  important  to  successful  community  relations,  for  adding  a  reality  check  to 
our  clean  up  plans,  and  to  assist  in  community  support  of  plans. 

Although  tne  laws  do  not  mandate  that  all  sites  be  cleaned  up  at  once,  we  have 
found  that  our  policies  and  practices  do  not  always  address  the  worst  sites  first.  Our 
funding  strategy  over  the  last  few  years  has  been  to  fund  those  efforts  that  we  were 
legally  requirecf  to  take  according  to  cleanup  agreements  and  schedules.  Since  fund- 
ing was  based  on  legal  agreements  and  only  immediate  milestones  would  receive 
funding,  regulators  were  driven  toward  imposing  more  requirements  sooner.  This 
approach  did  not  necessarily  take  the  relative  risk  to  human  health  and  the  envi- 
ronment of  various  sites  and  projects  into  account  in  a  systematic  way.  This  cycle 
of  funding  forcing  agreements  and  agreements  forcing  funding  has  made 
prioritization  of  restoration  work  or  identification  of  future  funding  requirements, 
difficult  at  best.  Although,  the  Department  does  not  seek  to  avoid  agreements,  we 
would  like  to  see  more  cleanup  schedules  imposed  by  agreements  refiect  the  relative 
risk  of  the  sites. 

Another  limitation  to  a  stable,  cost-effective  program  is  the  funding  level.  For 
each  of  the  past  3  fiscal  years,  fiscal  year  1993  through  fiscal  year  1995,  Congress 
has  reduced  the  DERA  appropriation  by  $300  to  $400  million,  more  than  15  percent 
of  our  request.  Recently,  (Jongress  rescinded  an  additional  $300  million  from  the  fis- 
cal year  1995  DERA  account.  This  has  required  DOD  remedial  project  managers  to 
work  with  EPA  and/or  State  regulators  to  renegotiate  agreement  milestones.  When 
congressional  cuts  force  DOD  to  adjust  milestones,  turmoil  results.  The  DOD  reme- 
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dial  project  managers  must  work  with  the  EPA  and/or  State  regulators,  as  well  as 
the  Restoration  Advisory  Boards,  as  time  permits,  and  revise  the  scope  and/or  tim- 
ing of  the  project.  These  renegotiations  have  caused  delays  in  finalizing  projects  and 
getting  them  under  contract.  Since  the  cuts  have  been  so  significant,  each  military 
component  has  been  forced  to  review  their  entire  program  oefore  proceeding.  The 
cleanup  program  is  not  like  real  property  maintenance  where  repair  or  maintenance 
of  facilities  are  individual  projects,  waiting  on  the  shelf  to  be  awarded.  Instead,  the 
cleanup  work  has  milestones  established  throughout  the  fiscal  year  and  often  de- 
pends on  the  completion  of  a  preceding  effort  to  be  completed  with  regulatory  con- 
currence before  proceeding  to  the  next  step.  Inherently  there  will  be  obligations 
throughout  the  fiscal  year.  The  impact  of  appropriation  cuts  puts  this  planned  phas- 
ing for  executing  projects  into  upheaval,  increasing  the  uncertainty  oi  the  program. 

Relative  Risk 

We  are  responsible  for  protecting  public  health,  and  to  do  so  we  have  developed 
a  seauencing  tool  to  ensure  that  we  prioritize  our  work  based  on  risk  to  human 
healtn  and  the  environment. 

Our  current  approach  is  to  evaluate  the  "relative"  risk  of  sites,  not  to  determine 
if  a  remedial  action  is  needed,  but  to  categorize  the  threat  of  existing  site  character- 
istics as  compared  to  a  baseline.  Typically  for  this  analysis,  the  comparative-risk- 
reduction  categories  of  high,  medium  and  low  are  employed.  For  the  relative"  risk 
evaluation,  we  are  considering  the  relationship  of  the  contaminant,  the  pathway  and 
the  receptor.  The  contaminant  concentration  level  is  compared  to  the  regulator's 
preliminary  remediation  goals.  The  pathway  is  considered  as  completed,  potential 
to  be  completed  or  not  evident.  The  receptor  is  evident,  potential  or  not  sensitive. 
The  combination  of  these  factors  results  in  a  high,  medium  or  low  relative  risk  des- 
ignation. We  are  working  with  the  Restoration  Advisory  Boards  to  accomplish  these 
evaluations.  We  want  to  use  the  relative  risk  evaluations  to  assist  in  determining 
the  sequence  of  sites  at  each  installation.  We  are  also  evaluating  what  the  appro- 
priate scope  should  be  for  cleanup  projects  when  considering  protecting  human 
nealth  and  the  environment  as  well  as  economic  considerations.  For  instance,  in 
some  cases  it  makes  sense  to  move  a  high  relative  risk  site  to  the  no  further  action 
category  by  removing  PCB  contaminated  soil  to  a  landfill.  In  other  cases,  it  makes 
sense  to  move  a  hign  relative  risk  site  to  a  medium  relative  risk  by  installing  a 
pump  and  treat  system  to  "contain"  a  ground  water  contaminated  plume  to  preclude 
the  migration  to  a  public  aquifer.  We  are  also  evaluating  how  we  can  use  generic 
remedies  more  effectively  across  an  installation  and  between  installations.  If  we 
have  cleaned  up  a  site  contaminated  with  petroleum  products  using  the  technology 
known  as  bioventing,  then  when  conditions  are  similar  at  another  site,  we  use  the 
same  remedy  without  evaluating  a  multitude  of  alternatives,  assuming  a  more  inno- 
vative technology  has  not  just  come  to  the  forefront.  We  have  recently  collaborated 
with  the  EPA  and  other  Federal  agencies  in  publishing  technology  screening  guide- 
lines which  present  viable  technology  approaches  for  typical  site  conditions,  the 
characteristics  of  cleanup  technologies  and  contacts  of  other  "owners"  who  have  re- 
mediated typical  sites. 

I  would  like  to  highlight  some  of  our  recent  successes.  We  have  had  some  recent 
initiatives  that  have  proved  valuable,  such  as  the  relative  risk  I've  already  told  you 
about  and  our  efforts  to  involve  communities  through  the  Restoration  Advisory 
Boards.  We  have  implemented  the  cost  saving,  partnering  initiatives  that  we've  de- 
veloped over  the  last  couple  of  years. 

•  Pearl  City  Junction,  Hawaii.  By  adopting  an  accelerated  cleanup  approach  at 
Pearl  City  Junction,  a  portion  of  the  Pearl  Harbor  Naval  Complex,  the  Navy  was 
able  to  complete  a  cleanup  in  3  years  that  would  normally  have  taken  5  to  7  years. 
The  approach  consisted  of  an  innovative  field  investigation,  field  screening  tech- 
niques, and  public  involvement  early  in  the  process. 

•  Barrel  Bluffs,  King  Salmon,  Alaska.  The  Air  Force  has  devised  a  $3  million 
remedy  to  cap  several  dump  sites  containing  thousands  of  55-gallon  drums  contami- 
nated with  fuel,  oil  and  toxic  chemicals  and  bulldozed  into  a  bluff.  The  original  rem- 
edy, based  on  excavating  the  barrels  and  shipping  to  a  permitted  facility,  would 
have  cost  about  $70  million.  The  "study"  which  evaluated  all  potential  alternatives, 
determined  that  the  lower  cost  solution  was  quicker,  safer,  and  well  worth  the  ef- 
fort. 

We  want  to  balance  our  agreement  commitments,  relative  risk  evaluation  and 
some  level  of  progress  at  each  "agreement"  installation  within  the  context  of  a  sta- 
bilized funding  level.  The  scope  of  the  projects  we  will  ultimately  execute  in  fiscal 
year  1996  will  depend  on  the  work  which  has  already  been  accomplished  in  charac- 
terizing a  site,  the  cleanup  alternatives  and  appropriate  next  step,  the  recommended 
cleanup  approach,  the  concurrence  obtained  from  the  regulators  and  the  community, 
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the  outcome  of  renegotiations  of  schedules  based  on  the  fiscal  year  1995  congres- 
sional rescission  and  the  appropriated  level  of  funding  for  fiscal  year  1996.  If  we 
receive  less  than  full  funding,  once  again  schedules  will  be  adjusted,  perpetuating 
the  unfunded  mandates  imposed  upon  the  Department.  Some  States  have  threat- 
ened to  seek  fines  and  penalties  from  DOD  if  it  is  unable  to  meet  these  mandatory 
milestones.  As  Governor  Pete  Wilson  said  in  January  1995,  "California  expects  DOD 
to  comply  with  the  Federal/State  cleanup  agreements  it  has  signed  at  California 
militaiy  oases.  The  services  are  contractually  obligated  to  seek  sufficient  funding 
through  the  DOD  budget  process  to  permit  environmental  work  to  proceed  according 
to  the  schedules  contained  in  those  agreements.  California  will  not  hesitate  to  assert 
its  right  under  those  agreements  to  seek  fines,  penalties  and  judicial  orders  compel- 
ling DOD  to  conduct  required  environmental  work."  The  Attorney  General  of  Texas 
has  made  the  same  claims. 

I  would  like  to  draw  your  attention  to  our  annual  report  on  the  Department's 
cleanup  program.  We  are  again  this  year  focusing  tremendous  effort  to  bring  you 
accurate,  current,  and  descriptive  information  about  the  program.  Many  in  Congress 
and  in  communities  have  found  the  report  to  be  a  valuable  resource  and  informative 
tool. 

We  believe  DERA  should  be  managed  as  a  mortgage  to  be  "bought  out"  at  a  stable 
funding  level  with  annual  work  efiorts  based  on  sequencing  considering  relative 
risk.  Your  authorization  of  our  budget  and  endorsement  of  our  strategy  will  contrib- 
ute greatly  toward  taking  out  some  of  the  uncertainty  of  the  program,  enabling  our 
remedial  project  managers  to  focus  on  implementing  their  clean  up  plans,  and  get- 
ting the  work  done.  On  the  other  hand,  reductions  to  the  fiscal  year  1996  request 
will  push  this  clean  up  work  out  to  future  years,  for  future  administrations  to  ad- 
dress, will  leave  Americans  exposed  to  health  risks,  and  will  impose  upon  DOD  an 
unfunded  mandate. 

Superfund  Reform 

The  Department  of  Defense  will  benefit  from  legislative  reform  of  Superfund,  the 
Comprehensive  Environmental  Response,  Compensation  and  Liability  Act 
(CERCLA).  Last  year  the  Department  participated  fully  in  developing  the  adminis- 
tration's bill  for  Superfund  Reform.  The  current  law  requires  costly  remedies  that 
vary  from  jurisdiction  to  jurisdiction,  fosters  adversarial  relationships  between  Fed- 
eral and  State  regulators,  and  contains  obstacles  to  economic  redevelopment. 

Major  changes  to  the  cleanup  process  will  yield  faster,  more  cost  efTective  clean- 
ups and  use  more  realistic  assumptions  when  determining  the  threat  to  human 
health  and  the  environment.  As  part  of  this  reform,  considering  future  land  use  in 
the  decision  process  will  yield  cleanups  and  reuse  plans  that  are  better  coordinated 
in  a  greatly  reduced  timeframe.  Focusing  more  attention  on  treatment  of  contamina- 
tion hot  spots  while  seeking  alternative  or  innovative  ways  of  addressing  the  less 
contaminated  areas  will  also  provide  more  realistic,  cost  effective  remedies. 

Several  other  modifications  are  needed  that  have  great  impact  on  closing  bases. 
First,  sites  that  are  not  on  EPA's  Superfund  list  but  are  being  cleaned  up  under 
State  cleanup  laws  should  be  allowed  to  remain  under  State  oversight.  Listing  on 
the  NPL  after  work  has  begun  under  State  law  may  delay  cleanup,  gets  two  regu- 
lators involved,  and  can  increase  costs.  Also,  avoiding  the  listing  of  parcels  that  are 
suitable  for  transfer  will  help  address  misperceptions  about  NPL  listing  overcome 
potential  effects  of  redevelopment. 

In  addition,  BRAC  specific  Superfund  changes  will  help  return  bases  to  productive 
reuse  more  quickly.  The  proposal  would  clarify  that  DOD  can  enter  into  long  term 
leases  to  reuse  portions  of  contaminated  closing  bases  before  remedial  actions  to 
clean  them  up  are  complete.  The  proposal  also  would  ensure  DOD  has  access  to  the 
property  to  perform  the  required  remediation. 

Tne  second  BRAC  specific  legislative  proposal  would  amend  CERCLA  to  allow  ei- 
ther the  EPA  or  a  State  to  waive  the  requirement  for  DOD  to  have  all  remediation 
complete  prior  to  selling  property.  This  proposal,  similar  to  purchase  agreements 
private  parties  can  enter  into  to  transfer  cleanup  liability,  would  allow  DOD  to  enter 
into  agreements  with  prospective  purchasers  and  regulators  to  ensure  all  remedial 
actions  will  be  undertaxen  oy  DOD  after  transfer. 

BRAC 

I  want  to  describe  to  you  the  progress  the  Department  has  made  in  the  BRAC 
(Base  Realignment  and  Closure)  Environmental  Program.  Prior  to  1993,  the  Depart- 
ment did  not  have  a  process  to  speedily  address  environmental  concerns  at  closing 
bases.  In  July  1993,  tne  President  announced  a  five  part  plan  for  economic  revital- 
ization  of  base  closure  communities.  One  piece  of  the  five  part  plan  is  Fast  Track 
Cleanup — an  approach  to  environmental  issues  at  closing  bases  aesigned  to  remove 
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needless  delays  while  protecting  human  health  and  the  environment.  DOD  estab- 
lished the  Fast  Track  approach  to: 

•  establish  cleanup  teams  of  experts  at  closing  bases 

•  provide  effective  community  involvement 

•  make  clean  parcels  available 

•  speed  the  National  Environmental  Policy  Act  (NEPA)  process,  and 

•  correct  indemnification  language  to  clarify  future  liability  for  contamination. 
The  Department  responded  quickly  to  this  initiative  and  has  made  substantial 

progress  in  the  past  20  months. 

I  am  often  asked  the  question — "Is  Fast  Track  Cleanup  really  any  faster?"  I  am 
here  to  tell  you  that  yes — we  are  cleaning  up  sites  faster,  and  focusing  our  efforts 
where  there  is  reuse  planned.  We  are  accelerating  cleanup  in  many  ways.  First  we 
are  reducing  the  bureaucratic  red  tape  associated  with  document  reviews.  Through 
partnering  efforts  of  the  cleanup  teams,  agency  reviews  are  being  conducted  concur- 
rently, reducing  overall  time. 

We  are  also  accelerating  cleanup  schedules  through  the  use  of  Interim  Remedial 
Actions  (IRAs)  to  address  contamination  as  quickly  as  possible,  without  taking  years 
to  study  the  problem.  IRA  actions  minimize  and  reduce  risk  to  human  heafth  and 
the  environment  during  ongoing  investigatory  efforts,  in  other  words — cleaning  up 
contamination  as  it  is  discovered.  These  quick  actions  not  only  assist  in  cleaning  up 
property  for  reuse,  but  they  also  reduce  the  time  and  expense  of  studies  and  prevent 
the  spread  of  further  contamination. 

Charleston,  South  Carolina  is  an  exaniple  of  how  Fast  Track  is  preventing  envi- 
ronmental issues  from  impeding  reuse.  Since  Charleston  is  not  on  the  Superfund 
National  Priorities  List,  State  environmental  laws  and  regulations  apply.  The  BRAC 
Cleanup  Team  and  Restoration  Advisory  Board  worked  together  to  reduce  the  clean- 
up schedule  by  over  6  years — cutting  in  half  the  "business  as  usual"  scenario. 

Sacramento  Army  Depot,  California  is  a  very  recent  success  story,  attributable  to 
a  strong  BRAC  cleanup  team  and  willingness  to  pilot  innovative  technology.  Using 
an  advanced  air  sparging  system  to  remove  solvents  from  both  the  soil  and  ground 
water,  the  Army  was  able  to  ready  the  property  for  transfer  in  months  instead  of 
years.  The  Army  transferred  the  property  to  Packard  Bell  on  March  3,  1995,  years 
ahead  of  the  iDusiness  as  usual"  cleanup  timeframe. 

For  fiscal  year  1996,  the  Department  is  requesting  $457.1  million  for  BRAC  envi- 
ronmental woric.  The  BRAC  environmental  program,  as  part  of  the  overall  BRAC 
account,  funds  more  than  cleanup  efforts.  Tne  BRAC  environmental  program  also 
includes  closure-related  environmental  compliance  and  planning  related  to  closing 
installations.  Compliance  efforts  include  such  actions  as  removal  of  underground 
storage  tanks;  closure  of  hazardous  waste  treatment,  storage  and  disposal  facilities; 
and  abatement  of  asbestos. 

Environmental  Technology 

The  Environmental  Technology  program  makes  investments  in  environmental  re- 
search and  development  for  military  needs  and  uses.  Private  sector  environmental 
technologies  that  have  promise  in  compliance,  conservation,  pollution  prevention 
and  cleanup  are  examined  and  screened  for  applicability  to  the  special  needs  of  the 
Department  of  Defense.  Selected  technologies  are  tested  on  site,  with  our  regulators, 
to  obtain  certification  and  get  more  quickly  into  the  hands  of  end  users. 

Environmental  Technology  potentially  affects  all  aspects  of  defense  environmental 
security  by  creating  a  greater  ability  to  prevent  pollution  at  the  source,  provide  com- 
pliance at  less  cost,  conserve  our  natural  and  cultural  resources  with  less  environ- 
mental impact,  and  create  faster,  cheaper  and  more  effective  cleanup  tools.  The  pro- 
grams that  develop  the  new  environmental  solutions  to  improve  DOD  performance 
are  the  Strategic  Environmental  Research  and  Development  ProCTam  (SERDP),  the 
Environmental  Security  Technology  Certification  Program  (ESTCP),  and  the  service 
environment  R&D  programs.  Underlying  these  programs  is  the  Environmental 
Technology  Requirements  Strategy  (ETRS)  that  evaluates  DOD  user  needs  and  pre- 
sents them  to  the  R&D  community  for  program  formulation.  From  ETRS,  we  de- 
velop the  DOD  Environmental  Quality  R&D  Strategic  Plan.  The  plan  provides  the 
roadmaps  that  are  used  for  the  future  environmental  technology  base  R&D  in 
SERDP,  demonstration  and  validation  projects  in  ESTCP  that  ensure  regulatory 
and  user  acceptance,  and  service-unique  K&D. 

I  have  some  examples  of  DOD's  strategy  to  match  environmental  technology  in- 
vestments to  defense  needs. 

One  of  the  more  interesting  and  useful  technologies  is  a  non-toxic  coating  recently 
develof)ed  by  the  Navy  that  employs  a  minimally  adhesive  surface  coating  on  ships 
to  reduce  maintenance  and  fuel  costs,  increase  ship  availability  and  rid  ships  of  bar- 
nacles and  Zebra  Mussels.  The  Navy  estimates  savings  of  up  to  $100  million  from 
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this  technology.  This  product  may  become  a  key  factor  in  solving  the  problem  of 
Zebra  MusselTouling  for  utility  water  intakes  and  canal  locks. 
Other  examples  include: 

•  Aircraft  Depot  Maintenance.  A  more  modem  system  of  aircraft  painting  has 
been  developed  which  eliminates  the  use  of  primers.  Called  the  Unicoat  paint  sys- 
tem, it  speeas  painting,  reduces  cost  and  lessens  operator  exposure. 

•  Engine  Aircraft  Farts  Electroplating.  The  Strategic  Environmental  Research 
and  Development  Program  has  funded  the  development  of  a  twin-wire  thermal 
spray  and  tne  ion  vapor  deposition  process  that  reduces  the  use  of  strategic  metals 
and  diminish  toxic  waste  residues. 

•  Corrosion  Control.  The  introduction  of  high  volume-low  pressure  (HVLP)  and 
airless  applicators  have  eliminated  overspray  problems,  minimizing  worker  exposure 
and  reduang  chemical  usage. 

•  Detection  of  Unexploded  Ordnance.  By  using  laser  polarimetry  and  thermal  IR 
measurements,  new  remote  sensing  technologies  perform  site  characterization  at 
lower  cost  while  keeping  personnel  safe. 

•  Cleanup  of  Explosives  Contaminated  Groundwater.  With  advanced  oxidation 
treatment,  TNT  is  broken  down  more  quickly  into  non-hazardous  compounds,  reduc- 
ing hazard  and  accelerating  payback. 

•  Jet  Engine  Reuse.  The  Air  Force  is  highly  dependent  on  plating  processes  to 
rebuild  distorted  and  worn  surfaces  on  jet  engine  casings  ana  other  components. 
Unfortunately,  conventional  plating  approaches  are  generally  expensive,  slow,  and 
generate  large  amounts  of  hazardous  wastes.  The  Electromagnetic  Particle  Deposi- 
tion process,  developed  by  DOD,  applies  surface  coatings  by  propelling  particles 
against  surfaces  at  hypervelocities,  producing  the  densest  possible  coating  with  the 
best  possible  bond  strength. 

The  Environmental  Security  Technology  Certification  Program  (ESTCP)  dem- 
onstrates and  validates  new  technologies,  promotes  regulatory  and  user  acceptance, 
and  recommends  direct  implementation  at  DOD  facilities.  In  1995  ESTCP  is  sup- 
porting demonstrations  of  techniques  to  detoxify  waste  streams  at  arsenals,  limit 
emissions  resulting  from  aircraft  stripping,  develop  solid  propellant  disposal  tech- 
niques, and  employ  advanced  technologies  to  treat  ordnance-contaminated  ground- 
water. 

DOD  is  requesting  $218  million  for  all  environmental  technology  programs,  in- 
cluding $15.3  million  for  ESTCP,  $56.7  for  SERDP,  and  $146  million  in  service  re- 
quests. 

Conclusion 

Environmental  Security  supports  DOD's  priorities  of  readiness,  quality  of  life,  and 
facility  and  equipment  modernization.  In  the  future,  I  see  great  opportunities  for 
Environmental  Security  to  continue  its  environmental  leadership  in  support  of  the 
military  mission  by  protecting  personnel  and  their  families  from  environmental, 
safety  and  health  hazards,  through  pollution  prevention  and  a  long  term  view  of 
solving  our  environmental  problems.  This  approach  will  strengthen  the  public's 
trust  of  DOD,  lead  to  higher  environmental  quality,  improve  performance,  and  lower 
costs. 

Improved  relationships  with  the  various  State  and  Federal  regulators  and  partici- 
pating private  entities  must  be  highlighted  as  a  major  accomplishment.  There  is  no 
quantitative  measure  of  how  much  these  working  relationships  have  facilitated 
quicker  and  fairer  environmental  outcomes,  and  how  the  regulatory  community  has 
been  increasingly  willing  to  recognize  the  military's  readiness  concerns  and  overall 
mission.  The  trust  of  the  American  people  in  our  work  is  a  treasured  commodity. 

The  excellence  of  the  Army,  Navy,  Air  Force  and  Marines  in  not  merely  meeting 
regulatory  and  management  objectives,  but  in  employing  internal  assessments  and 
self  examination  to  improve  the  quality  of  environmental  management  deserves  spe- 
cial recognition.  Their  tradition  of  getting  things  done  and  pride  in  the  quality  of 
the  final  product  has  made  the  DOD  environmental  program  what  it  is  today. 

Perhaps  no  conclusion  is  more  fitting  than  the  message  from  the  Commandant  of 
the  Marine  Corps  in  the  Trainer's  Environmental  Handbook  for  Camp  Lejeune, 
North  Carolina,  which  sums  up  the  readiness  and  environmental  concerns  of  Envi- 
ronmental Security: 

We  can,  and  we  will,  find  ways  to  train  and  accomplish  our  mission  in  a  man- 
ner that  protects  the  health  of  our  people,  the  public  we  serve,  and  the  lands 
that  we  use.  As  stewards  of  our  air,  land,  and  water,  we  must  ensure  that  to- 
day's activities  preserve  these  resources  for  tomorrow.  Proper  care  of  our  envi- 
ronment is  cost  effective  in  the  long  term  and  it's  the  right  thing  to  do. 

-  Senator  McCain.  Has  that  always  been  the  case? 
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Ms.  GrOODMAN.  This  relative  risk  approach  is  a  new  approach 
that  we  are  introducing  this  year.  I  will  tell  you  that  we  have  al- 
ways done  what  is  technically  called  risk  assessment.  That  is  re- 
quired by  law.  We  have  never  had  a  tool  to  look  across  the  whole 
program  and  say,  these  are  the  high,  medium,  and  low  relative  risk 
sites. 

Now,  of  course,  we  are  bound  by  legal  agreements  at  many  of  our 
installations  to  do  certain  work  on  certain  timetables,  so  we  are  in- 
troducing this  concept  also  to  our  regulators  and  have  thus  far  had 
reasonable  reception  from  them,  that  we  can  use  this  tool  to  say, 
with  the  moneys  we  have  we  can  accomplish  this  work  on  this  time 
schedule. 

Senator  McCain.  Mr.  McCall,  welcome. 

STATEMENT  OF  THOMAS  WX.  McCALL,  JR.,  PRINCIPAL  DEP- 
UTY  ASSISTANT  SECRETARY  OF  THE  AIR  FORCE  (ENVIRON- 
MENT, SAFETY,  AND  OCCUPATIONAL  HEALTH) 

Mr.  McCall.  Thank  you,  Senator. 

Senator  McCain.  Would  you  care  to  make  any  statement? 

Mr.  McCall.  Mr.  Chairman,  I  would  just  like  to  make  a  couple 
of  introductory  remarks  and  reply  to  your  emphasis  on  our  indus- 
trial sector. 

The  environmental  program  can  help  pay  and  help  reengineer 
that  industrial  sector.  I  will  give  you  one  example.  In  the  B-2  pro- 
gram we  have  engineered  out  hazardous  materials  and  ODS's 
through  900  different  engineering  design  changes,  and  those  have 
not  cost  us  money — they  have  saved  us  $3  million  a  year.  That  is 
$3  million  we  can  use  for  other  things. 

We  have  other  examples  like  that.  But  I  will  tell  you  honestly, 
what  we  still  lack  is  a  systematic  way  to  get  pollution  prevention 
into  our  industrial  sector.  So,  I  am  teaming  up  with  new  partners 
from  the  logistics  and  the  acquisition  communities  and  bringing  in 
people  like  the  Surgeon  General.  The  Surgeon  Greneral  has  over 
600  people  who  are  trained  in  analyzing  work  processes  to  see  how 
workers  are  affected,  and  analyzing  that.  I  want  to  consider  that 
same  analytical  process  to  look  at  the  work  process  itself  and  see 
where  we  can  draw  out  unnecessary  steps,  so  we  can  get  humane 
reengineering. 

So  we  join  you  in  our  industrial  sector,  in  our  warfighting  sector, 
and  in  our  other  programs,  in  seeking  more  cost-effective  ways  of 
doing  our  job  and,  in  fact,  returning  money  to  the  Department  of 
Defense  budget  through  a  good  environmental  program. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Mr.  McCall  follows:! 

Prepared  Stateme.nt  by  Thomas  W.L.  McCall,  Jr.,  Deputy  Assistant  Secretary 
OF  THE  Air  Force  (Environment,  Safety,  and  Occupational  Health) 

Mr.  Chairman  and  members  of  the  committee:  I  am  pleased  to  have  this  oppor- 
tunity to  discuss  the  Air  Force  environmental  program. 

The  Air  Force  environmental  program  supports  force  preparedness,  protects  local 
communities  and  military  personnel,  and  manages  its  resources  efficiently.  The  Air 
Force  leadership  is  committed  to  finding  new  ways  to  make  our  environmental  and 
our  occupational  health  programs  work  together  to  support  our  mission,  serve  our 
people,  and  protect  America's  environment  while  conserving  taxpayers  dollars. 

As  Secretary  of  the  Air  Force  Widnall,  and  our  Chief  of  Staff,  General  Fogleman, 
stated  in  their  Joint  Memorandum  to  all  Air  Force  Major  Commands: 
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The  Air  Force  has  an  unoaralleled  record  of  environmental  achievement  and 
vigilance  for  the  safety  and  health  of  our  Air  Force  family.  We  are  a  good  neigh- 
bor to  many  American  communities,  share  millions  of  acres  of  natural  and  cul- 
tural resources  with  the  public,  and  conduct  our  activities  with  the  greatest  con- 
cern for  their  safety.  Our  future  commitment  to  environment,  safety,  and  occu- 
f)ational  health  (ESOH)  programs  will  not  be  diminished  even  in  today's  chal- 
enging  budget  climate.  .  .  .  (These  programs)  must  do  more  today  than  ever 
before,  and  do  it  with  increased  cost  effectiveness. 

The  excellence  of  our  environmental  programs  has  been  recognized  repeatedly. 
The  President's  Council  on  Environmental  Quality  recognized  it  as  outstanding  m 
1993.  Other  awards  have  come  from  the  Sierra  Club  and  the  Nature  Conservancy. 
The  Award  from  the  Nature  Conservancy  in  1994  was  the  first  award  they  had 
given  to  a  Federal  or  State  agency.  Just  this  past  January,  Tinker  Air  Force  Base 
was  the  first  Defense  Department  recipient  of  Renew  America's  coveted  Sustain- 
ability  Award.  This  was  not  Tinker's  first  environmental  award,  however.  It  was  the 
latest  in  38  awards  for  environmental  excellence  won  by  that  base  alone  in  the  last 
3  years! 

Many  of  our  awards  and  innovations  come  from  our  industrial  sector,  like  the  Air 
Logistics  Center  at  Tinker  Air  Force  Base.  Our  environmental  engineering  and  occu- 
pational health  specialists  are  working  with  our  experts  in  acquisition,  logistics  and 
maintenance  to  improve  our  industrial  base.  The  result  of  this  teamwork  is  in- 
creased productivity,  reduced  pollution,  and  improved  worker  health.  We  will  return 
value  to  the  American  taxpayer. 

In  summary,  the  Air  Force  environmental  program  with  its  strong  public  health 
foundation  delivers  value  to  America  in  better  public  health  and  a  cleaner  environ- 
ment. Investment  in  our  environmental  program  is  a  sound  investment  for  national 
security  and  the  American  taxpayer.  General  Shalikashvili  said  it  well:  "As  stew- 
ards 01  the  Nation's  security,  we  realize  that  ultimately,  the  well-being,  quality  of 
life,  and  economic  development  of  our  citizenry  depend  on  a  healthy  environment." 

FORCE  PREPAREDNESS  AND  THE  ENVIRONMENTAL  PROGRAM 

Reductions  in  force  structure  and  bases  do  not  mean  our  need  to  train  is  reduced. 
Having  fewer  personnel  in  Air  Force  uniforms  puts  a  premium  on  the  training  each 
one  receives  to  prepare  for  combat.  Our  aircrews  cannot  train  without  access  to  our 
ranges  and  airspace.  The  public  will  not  support  the  continuing  use  of  our  ranges 
and  airspace  if  our  activities  destroy  and  despoil  the  public  lands  that  underlie 
"these  military  training  areas.  We  work  hard  using  professionals  trained  in  many 
different  specialties  to  maintain  the  property  and  resources  entrusted  to  us.  It  is 
for  the  Air  Force  to  show  that  we  are  good  stewards  of  our  lands  if  we  are  to  main- 
tain access  to  them  and  the  airspace  above  them. 

Because  our  ranges  tend  to  be  away  from  population  centers,  they  often  contain 
or  border  popular  recreational,  natural,  and  cultural  resources,  such  as  hunting  and 
fishing  areas,  endangered  species,  and  archaeological  sites.  Aircraft  overflights  are 
another  aspect  of  the  Air  Force  involving  natural  resources.  Hunters,  fishermen,  and 
other  recreational  users  of  natural  resources,  as  well  as  ranchers,  often  oppose  fli^t 
training  because  of  noise  effects.  We  try  to  work  with  them  to  mitigate  the  impacts 
of  training  in  the  airspace  above  the  lands  they  use.  Our  environmental  profes- 
sionals manage  the  ecosystems  on  our  ranges.  They  work  with  natural  resource 
agencies  to  ensure  our  access  to  these  assets. 

Over  70  threatened  and  endangered  animal  and  plant  species  are  found  on  our 
lands.  In  the  West,  we  have  fenced  portions  of  the  Nellis  Range  to  protect  the  desert 
tortoise.  We  schedule  launches  of  Delta  rockets  at  Vandenberg  AFB  to  protect  nest- 
ing least  terns.  In  Alaska,  we  have  modified  our  flying  routes  and  altitudes  to  avoid 
peregrine  falcon  nesting  areas.  In  Florida,  we  adjusted  the  lights  on  launch  pads 
at  Cape  Canaveral  to  protect  nesting  sea  turtles  and  their  newly  hatched  young. 
These  modifications  have  little  impact  on  readiness  in  the  short  term,  but  support 
the  long  term  mission.  In  fact,  some  of  our  wings  are  incorporating  the  avoidance 
of  sensitive  ecological  areas  into  their  training  scenarios,  thus  enhancing  both  train- 
ing and  the  environment. 

We  support  interagency  coordination  and  a  process  that  will  allow  airspace  and 
land  users  the  opportunity  to  achieve  negotiated  solutions.  Over  the  last  year  my 
office  has  worked  with  other  Federal  agencies,  property  owners,  environmental 
groups,  citizen  groups  native  American  groups  and  State  officials  to  promote  discus- 
sion of  airspace  and  associated  land  use  issues.  This  effort  grew  out  of  the  realiza- 
tion that  we  have  not  attempted  much  partnering  in  this  arena.  This  fresh  attempt 
at  partnering  I  believe  is  already  paying  dividends  by  opening  lines  of  communica- 
tion between  the  flying  community  and  its  outside  neighbors,  leading  to  smarter 
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planning,  and  thus  avoiding  needless  confrontations  down  the  road.  By  promoting 
sound  planning  and  stewardship,  the  Air  Force  has  shown  that  environmental  secu- 
rity and  national  security  are  mutually  compatible. 

A  quality  environmental  program  also  supports  force  preparedness  by  allowing 
the  successful  performance  of  our  mission.  Failure  to  comply  with  environmental 
laws  and  regulations  can  affect  the  readiness  of  our  forces  by  restricting  operations 
or  prohibiting  them  outright,  and  it  is  our  installation  commanders  who  are  held 
responsible  for  compliance.  For  example,  if  the  Air  Force  does  not  upgrade  its 
wastewater  pre-treatment  facilities  to  meet  current  or  new  effluent  standards,  then 
our  industrial  operations  may  be  severely  curtailed.  If  we  are  unable  to  comply  with 
State  Implementation  Plans  (SEPs)  in  non-attainment  areas  under  the  Clean  Air 
Act,  then  the  Air  Force  may  be  prevented  from  realigning  force  structure  and  train- 
ing operations  may  have  to  be  curtailed  or  stopped. 

The  Air  Force  has  a  sound  environmental  compliance  program.  Open  enforcement 
actions  from  Federal  and  State  regulators  from  fiscal  year  1992  through  fiscal  year 
1994  were  reduced  50  percent.  We  also  have  maintained  a  relatively  flat  investment 
profile  for  compliance  even  though  regulatory  requirements  have  continued  to  grow. 
With  sound  management  and  a  strong  commitment  to  a  quality  program,  we  hope 
to  continue  these  trends  in  the  years  ahead. 

CLEANUP  COMMITMENTS  AND  LOCAL  COMMUNITIES 

We  have  an  obligation  to  be  a  "good  neighbor"  to  the  communities  in  which  we 
live.  We  will  not  allow  pollution  to  endanger  the  health  and  environment  of  the  com- 
munities we  defend,  the  same  communities  that  supported  us  all  during  the  Cold 
War  and  Desert  Storm. 

We  also  have  an  obligation  to  the  men  and  women  in  our  Armed  Forces,  and  their 
families. 

While  our  forces  train  to  maximize  their  chances  to  survive  at  times  of  war,  we 
are  determined  not  to  endanger  their  or  their  dependents'  health  in  times  of  peace. 
By  complying  with  current  environmental  laws  and  regulations,  preventing  pollu- 
tion at  its  source,  and  cleaning  up  the  contamination  that  resulted  from  past  activi- 
ties, we  protect  the  air  and  water  supplies  of  our  neighboring  and  Air  Force  commu- 
nities. An  example  of  our  commitment  is  our  lead  abatement  program.  This  program 
protects  military  families  by  removing  lead-based  paint  from  their  homes,  which 
protects  the  children  of  our  personnel  from  possible  brain  damage  that  may  come 
from  consuming  paint  chips. 

We  recognize  that  our  resources  are  not  infinite.  The  challenge  to  the  Air  Force 
is  to  solicit  the  assistance  of  our  communities  in  finding  common  sense  solutions  to 
all  of  our  environmental  challenges.  Restoration  Advisory  Boards  (RABs)  represent 
local  business  and  community  interests  in  advising  our  bases  on  timely  and  cost- 
effective  cleanup.  RABs  allow  the  communities  that  will  be  most  affected  by  our 
cleanup  decisions  to  provide  advice  to  the  Air  Force  as  we  evaluate  common  sense, 
cost  eftective  solutions  for  cleanups.  We  now  have  RABs  at  all  of  our  closure  bases, 
and  approximately  85  percent  of  our  active  bases. 

We  clean  up  contamination  at  our  active  duty  bases  under  the  Defense  Environ- 
mental Restoration  Program  (DERP),  which  was  established  in  1986  by  Senator  Ted 
Stevens.  The  congressional  reductions  in  DERP  over  the  last  3  years,  including  the 
fiscal  year  1995  rescissions,  have  sent  a  clear  message  that  we  need  to  find  ways 
to  reduce  the  cost  of  the  program  while  ensuring  maximum  protection  of  the  public 
and  the  environment.  However,  these  congressional  cuts  also  mean  the  Air  Force 
does  not  have  enough  funds  to  meet  our  cleanup  schedules  under  our  existing  agree- 
ments. In  some  cases  this  will  mean  that  the  cleanup  progress  agreed  to  in  our 
cleanup  agreements  will  have  to  be  modified  or  renegotiated. 

I  am  hopeful  that  the  community  will  be  able  to  advise  the  Air  Force  and  our  reg- 
ulators on  alternatives  that  all  sides  will  find  acceptable.  To  assist  in  this  process 
DOD  is  working  with  EPA,  State  regulators,  and  community  leaders  to  implement 
an  easy-to-use  method  to  evaluate  the  relative  risks  at  our  sites. 

The  relative  risk  evaluation  model  being  presented  by  DOD  to  our  RABs  and  our 
regulators  will  allow  everyone  involved  to  assess  the  pollutant  and  its  toxicity,  ex- 
plore possible  pathways,  if  any,  by  which  the  contaminent  could  come  into  contact 
with  humans,  and  the  risk  to  human  health  posed  by  this  situation.  Based  on  this 
information,  the  participants  will  subjectively  determine  whether  the  relative  risk 
to  human  health  is  a  high  risk,  medium  risk,  or  low  risk  armed  with  this  shared 
understanding,  we  can  all  plan  together  for  the  most  efficient  and  cost-effective  way 
to  sequence  the  required  cleanup  work,  so  as  to  spend  the  taxpayers'  dollars  to  pro- 
tect the  community. 
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For  this  approach  to  work,  we  must  be  able  to  build  a  team  of  trust  with  our  com- 
munities and  our  regulators.  The  Air  Force  must  make  it  clear  that  we  are  not 
using  relative  risk  evaluations  as  a  ploy  to  reduce  our  commitment  to  protect  the 
community.  To  demonstrate  our  absolute  good  faith  in  this  effort,  the  Air  Force  will 
come  before  each  of  our  RABs  as  we  seek  the  best  course  to  protect  public  health, 
and  do  it  within  our  budget  constraints. 

This  will  be  a  learning  experience  for  all  of  us.  We  have  an  opportunity  to  actually 
achieve  more  community  protection  while  living  within  our  budget.  Our  plans  will 
fail,  however,  if  any  party  seeks  unilateral  advantage.  If  our  partnering  attempts 
fail,  we  will  face  community  criticism  and  regulatory  enforcement.  The  funds  we 
need  to  train  our  pilots  and  operate  our  bases  could  hypothetically  become  subject 
to  enforcement  actions  under  tne  Resource  Conservation  and  Recovery  Act  (RCKA). 
If  DERP  is  insufTiciently  funded,  regulators  could  use  their  authority  under  RCRA 
to  compel  us  to  fund  cleanups  out  oi  our  operational  accounts.  Should  this  happen, 
congressional  funding  constraints  will  not  limit  cleanup  costs  as  envisioned.  To  date, 
fortunately,  this  has  not  happened. 

Therefore,  I  ask  you  to  work  with  us,  your  constituents  and  our  communities,  and 
the  regulatory  community.  We  must  work  constructively  and  reposition  our  cleanup 
activities  based  on  the  relative  risk  that  the  on-and-of(-base  communities  face  from 
environmental  contamination.  I  also  ask  you  to  assure  all  concerned  that  although 
the  ftjnding  is  reduced  from  the  fiscal  year  1995  level.  Congress  is  committed  to  pro- 
vide the  funds  needed  to  preserve  the  health  of  the  people  and  the  communities  we 
serve. 

While  we  are  pursuing  our  relative  risk  strategy,  the  Air  Force  is  getting  on  with 
its  cleanup  effort.  By  the  end  of  fiscal  year  1995,  we  will  have  directed  over  $487 
million  in  our  DERP  program  to  actual  cleanup  activities  over  the  past  3  years,  each 
year  allocating  a  greater  proportion  of  our  budget  to  cleanup.  Our  approach  is  to 
use  studies  to  assess  the  real  need  for  cleanups,  pick  the  most  cost-eftective  tech- 
nology if  cleanup  is  required — then  get  the  job  done.  Studies  have  been  a  valuable 
Sart  of  our  cleanup  effort.  For  example,  our  studies  gave  us  the  data  we  needed  to 
emonstrate  to  regulators  that  it  was  safe  to  close  out  1,086  of  our  approximately 
4,100  sites  on  active  installations  without  any  expensive  cleanup  projects. 

In  fiscal  year  1996  we  are  pushing  for  most  of  our  programmed  funding  (66  per- 
cent) to  go  to  actual  cleanup.  Even  though  fiscal  year  1996  is  a  transition  year  for 
our  relative  risk  approach,  67  percent  of  our  funds  will  address  high  risk  sites  both 
in  the  study  and  cleanup  phases. 

In  the  base  closure  arena,  our  goal  is  to  put  the  property  in  the  hands  of  the  com- 
munity or  its  new  owner,  allowing  it  to  generate  revenue  and  take  it  off  Air  Force 
rolls.  Approximately  22,000  of  the  81,000  acres  available  for  reuse  from  the  first 
three  BRAC  rounds  have  been  transferred  either  by  deed  or  lease.  Our  environ- 
mental cleanup  effort  facilitates  reuse  of  our  closed  installations  to  help  replace  lost 
jobs,  and  restore  the  economic  vitality  of  the  community.  Reuse  efforts,  such  as  new 
airports,  theme  parks,  and  industrial  activities  have  created  about  5,900  jobs  to 
date.  Communities  will  create  many  more  jobs  as  they  fully  implement  their  rede- 
velopment plans. 

The  Air  Force  does  not  want  to  be  a  long-term  landlord  of  our  closed  bases.  How- 
ever, the  Air  Force  cannot  transfer  deed  title  of  the  property  to  a  community  or  its 
new  owner  until  environmental  cleanup  is  completed  or  the  regulators  agree  the  ap- 
propriate remediation  is  in  place.  Until  we  clean  up,  we  are  the  landlord  of  our 
closed  rnilitary  bases.  These  oases  will  continue  to  drain  our  budgets  as  we  oversee 
private- sector  tenants,  pay  support  bills  and  maintain  infrastructure.  As  a  landlord, 
the  Air  Force  also  retains  liability  for  the  environmental  compliance  of  our  tenants, 
thus  placing  additional  funds  at  risk. 

Based  on  current  BRAC  clean  up  plans,  the  Air  Force  will  have  all  remediations 
in  place  by  the  year  2000  for  the  bases  in  the  first  three  BRAC  rounds.  Bergstrom 
Air  Force  Base,  in  Austin,  Texas,  is  a  great  example  of  how  the  Air  Force  works 
with  the  local  community  and  their  redevelopment  efforts.  We  have  revised  our 
clean-up  schedules  to  accommodate  the  construction  of  the  new  City  of  Austin  air- 
port— a  $600  million  project  on  Bergstrom  AFB.  The  Air  Force  cleanup  plan  will 
support  the  opening  of  the  airport  in  1998. 

Our  Regional  Compliance  Offices  have  improved  partnering,  coordination,  and 
communication  with  our  regulators.  For  example,  we  reached  an  agreement  with 
Florida  on  cleaning  up  pxjtroleum  spill  sites  at  Eglin  AFB  that  included  risk-based 
prioritization  and  a  dispute  resolution  process,  saving  time,  money  and  getting  on 
with  the  cleanup.  The  Air  Force  is  the  lead  agency  on  two  pollution  prevention  cen- 
ters, in  Virginia  and  Alaska,  that  are  cooperative  centers  for  the  exchange  of  tech- 
nologies between  DOD,  DOE,  EPA,  NASA,  and  State  environmental  agencies.  These 
centers  have  provided  us  an  opportunity  to  share  pollution  prevention  opportunities 
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with  not  only  our  Federal  and  State  partners,  but  also  our  surrounding  commu- 
nities. 

Outside  the  cleanup  area,  we  have  entered  into  cooperative  agreements  with  the 
Nature  Conservancy,  the  National  Trust  for  Historic  Preservation,  and  natural  re- 
source agencies  such  as  the  U.S.  Fish  and  Wildlife  Service  and  the  National  Park 
Service.  These  agreements  have  proven  to  be  a  cost-effective  way  for  the  Air  Force 
to  make  use  of  outside  expertise  to  help  us  manage  our  natural  resources  wisely. 
For  example,  again  at  Eglin  AFB,  we  partnered  with  the  Nature  Conservancy,  the 
U.S.  Fish  and  Wildlife  Service  and  the  F'lorida  Game  and  Freshwater  Fish  Commis- 
sion to  develop  a  model  ecosystem  management  plan.  The  partnership  did  not  end 
with  the  completion  of  an  award  winning  plan.  These  organizations  have  worked 
closely  on  a  routine  basis  to  implement  the  objectives  and  goals  specified  in  the 
plan. 

We  have  to  be  good  neighbors — over  60  percent  of  Air  Force  property  is  shared 
with  the  public.  Our  installations  support  one-half  million  acres  of  managed  forests, 
150,000  acres  of  cattle  grazing  and  agricultural  crop  production.  The  Air  Force  is- 
sues 12,000  permits  for  hunting  and  fishing,  and  7,000  permits  for  camping  and  pic- 
nicking. We  are  proud  that  our  lands  provide  numerous  opportunities  for  multiple 
users  of  our  resources. 

LEVERAGING  OUR  RESOURCES  WISELY 

Our  environmental  programs  must  do  more  today  than  ever  before,  and  do  it  with 
increased  cost-effectiveness.  To  accomplish  this,  we  have  an  investment  strategy 
that  focuses  on  preventing  pollution,  eliminating  hazards,  and  reducing  costs  by 
using  tools  such  as  cost-benefit  and  life  cycle  analysis.  Second,  we  are  leveraging 
our  resources  by  using  technology,  and  streamlining  the  exchange  of  information. 

Like  industry,  we  have  found  that  it  is  cheaper  and  more  effective  to  prevent  pol- 
lution at  the  start  than  to  clean  it  up  once  it  occurs.  To  date  we  have  been  able 
to  eliminate  the  use  of  many  hazardous  materials  and  ozone  depleting  substances 
(ODSs)  that  are  not  mission-essential  to  the  operation  or  maintenance  of  our  weap- 
ons systems.  In  so  doing,  we  have  reduced  the  costs  associated  with  handling  and 
disposing  of  hazardous  wastes,  and  avoided  health  risks  to  our  personnel,  their  fam- 
ilies and  our  communities. 

The  Air  Force  has  focused  its  pollution  prevention  program  on  eliminating  ODSs 
and  hazardous  materials  from  our  new  and  existing  weapons  systems  and  our  in- 
stallations. Finding  and  applying  the  right  technologies  has  been  the  cornerstone  of 
our  pollution  prevention  eftorts. 

In  weapon  acquisition  programs,  the  Air  Force  is  striving  to  design  ODSs  and 
hazardous  materials  out  of  programs  so  they  will  not  have  to  be  managed  over  the 
life  cycle  of  the  weapon  system.  The  Air  Force's  newest  aircraft,  the  F-22,  is  an  ex- 
ample of  our  efforts  to  eliminate  ODSs. 

In  the  case  of  the  F-22,  the  Air  Force  designed  out  all  ODS  usage  but  one  prior 
to  developmental  testing.  This  single  use,  in  the  onboard  fire  protection  system,  may 
be  eliminated  in  the  next  few  years  through  Air  Force  research  which  is  going  on 
right  now  at  Wri^t-Patterson  Air  Force  Base.  This  research  is  an  Air  Force-led  co- 
operative effort  with  airline  manufacturers  and  other  industry  and  government  par- 
ticipants. When  successful,  we  will  have  protected  the  aircrews,  passengers,  and  the 
atmosphere  while  developing  an  American  product  with  a  world-wide  market. 

We  are  currently  reviewing  all  the  technical  orders  that  require  an  ozone  deplet- 
ing substance  or  chemical  on  the  EPA-17  list  in  search  of  less  hazardous  sub- 
stitutes. Eliminating  the  use  of  ODSs  and  hazardous  materials  in  existing  aircraft 
presents  a  unique  challenge.  Modification  to  existing  aircraft,  most  of  which  the  Air 
Force  procured  before  1990,  is  costly  and  complex.  Program  managers  have  limited 
re-design  flexibility,  less  money,  and  must  deal  with  more  technical  orders  and  a 
larger  customer  base  than  their  new  weapons  system  counterparts.  To  put  the  prob- 
lem in  perspective,  there  are  158,000  technical  orders  that  must  be  thoroughly  re- 
viewed for  ODSs  and  hazardous  materials.  Since  each  system  has  applications  that 
are  unique  to  that  system,  program  managers  must  deal  with  each  application  sepa- 
rately. 

The  Air  Force  strategy  is  to  hold  the  weapon  system  program  manager  account- 
able for  reducing  ODSs  and  hazardous  materials.  This  approach  has  been  a  success. 
For  example,  the  F-16  "Falcon  Halon"  Program  won  the  EPA  Stratospheric  Ozone 
Protection  Award  in  1994  by  reducing  the  use  of  halon  in  over  2,000  aircraft  by 
39,000  pounds  per  year.  The  B-2  aircraft  program  manager  has  reduced  the  use  of 
ODSs  by  92  percent  and  hazardous  waste  generation  by  75  percent  since  1992. 

The  Air  Force  is  also  re-engineering  its  industrial  processes.  For  example,  we  now 
use  aqueous  parts  washers  to  clean  aircraft  parts,  dramatically  reducing  the  use  of 
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hazardous  solvents.  In  April  1993,  the  Tinker  AFB  Propulsion  Production  Division 
eliminated  34,000  pounds  of  CFC-113  used  in  its  vapor  degreasers  by  installing 
aqueous  spray  washers.  Parts  cleaning  times  were  also  reduced  by  approximately 
30  percent.  Some  of  our  depots  are  using  "electromagnetic  deposition"  as  an  alter- 
native to  electroplating.  These  projects  reduce  wastewater  by  19  million  gallons  per 
year  and  hazardous  waste  by  228  tons  per  year.  The  carbon  absorption  system  used 
for  paint  booths  at  our  depots  captures  volatile  organic  compounds  (a  major  contrib- 
utor to  smog)  and  is  another  Air  Force  technology  success  story.  These  systems  have 
reduced  our  volatile  organic  compound  discharges  by  40,000  pounds  per  year,  saving 
the  Air  Force  $825,000  in  the  first  year.  Ultrasonic  cleaning  has  replaced  ozone  de- 
pleting substances  in  our  depot  avionics  repair  shops,  eliminating  8,000  pounds  of 
trichloroethylene  (TCE)  annually,  and  saving  us  $1.15  million  in  cost  avoidance.  Our 
ODS  elimination  program  has  been  a  major  success  story.  We  will  have  reduced  our 
total  ODS  usage  by  78  percent  by  the  end  of  fiscal  year  1995  from  a  fiscal  year  1992 
baseline. 

Our  pollution  prevention  strategy  has  already  reduced  hazardous  waste  disposal 
by  54  percent  between  calendar  years  1987  and  1993.  A  major  initiative  that  will 
further  enhance  our  reductions  in  hazardous  waste  disposal  is  the  Hazardous  Mate- 
rial Pharmacy.  Air  Force  guidance  requires  every  installation  establish  a  "phar- 
macy" to  be  the  single  control  point  on  an  installation  for  the  ordering  and  issuing 
of  all  hazardous  materials.  The  pharmacy  is  a  major  pollution  prevention  tool  at  the 
installation  level.  A  key  element  of  the  pharmacy  is  the  computerized  tracking  sys- 
tem that  aids  the  pollution  prevention  effort  by  controlling  who  can  use  a  hazardous 
material,  and  how  much  will  be  distributed  in  the  supply  system.  With  this  system, 
Hill  AFB  avoided  over  $10  million  in  material  purchases  over  a  2-year  period  Altus 
AFB  reduced  hazardous  waste  due  to  expired  snelf  life  of  chemical  stocks  by  80  per- 
cent. This  has  resulted  in  a  projected  1-year  cost  avoidance  of  $60,000. 

Our  technology  program  has  been  an  innovator  of  low-cost,  low-tech  solutions  to 
some  of  our  thorniest  environmental  problems.  We  now  remove  paint  from  our  air- 
planes by  blasting  them  with  tiny  plastic  beads  and  in  some  cases  dry  ice  at  high 
pressure,  instead  of  using  toxic  solvents. 

In  conjunction  with  the  "Big  Three"  automakers,  EPA,  Navistar,  the  California 
Air  Resources  Board  and  the  American  Foundrymen's  Society,  McClellan  AFB  is 

Pioneering  a  reduced-emission  metallurgical  casting  process  at  its  research  foundry, 
uch  a  process  will  also  protect  our  domestic  industrial  base  in  providing  a  vital 
defense  resource,  since  90  percent  of  all  manufactured  items  used  by  DOD  are  ei- 
ther castings,  contain  castings,  or  are  derived  from  castings. 

To  cut  costs  in  our  cleanup  programs,  we  partner  with  local.  State  and  Federal 
officials  to  reach  commonsense,  cost-saving  solutions  and  encourage  the  application 
of  new  technologies.  At  Dover  AFB,  we  are  partnering  with  EPA  and  DOE  to  de- 
velop an  innovative  technolo^  for  the  natural  attenuation  of  chlorinated  solvents. 
Chlorinated  solvents  historically  have  required  expensive  cleanups.  This  technology 
could  reduce  the  projected  cleanup  costs  at  Dover  AFB  by  as  much  as  $5  million. 
An  added  advantage  of  this  partnering  effort  is  that  the  majority  of  the  funds  are 
from  the  private  sector. 

The  Air  Force  Center  for  Environmental  Excellence  is  also  pursuing  other  tech- 
nologies dealing  with  the  natural  attenuation  of  chlorinated  solvents.  If  these  tech- 
nologies are  successful  and  approved  by  the  regulatory  community,  the  cost  avoid- 
ance across  the  Air  Force  could  be  as  high  as  $100-$120  million. 

At  Travis  AFB,  instead  of  spending  $3  million  to  excavate,  remove,  treat  and 
backfill  contaminated  soil,  we  worked  with  State  and  Federal  regulators  to  leave  the 
soil  in  place  and  use  a  bioventing  technology,  reducing  the  cleanup  cost  to  $1  mil- 
lion. Air  Force  regulator  teams  have  been  successful  in  installing  over  120 
bioventing  systems  m  30  States  and  in  all  10  EPA  regions.  At  George  AFB,  the  re- 
mediation action  initially  proposed  included  source  removal,  soil  vapor  extraction 
with  thermal  abatement,  and  air  sparging  of  ground  water,  at  an  estimated  cost  of 
$22  million.  With  the  support  of  State  and  Fecferal  regulators,  we  are  using  intrinsic 
remediation,  or  natural  attenuation,  at  a  cost  of  $4  million — saving  $18  million. 

We  are  most  proud  of  what  we  are  able  to  accomplish  as  a  team.  Whether  we  are 
looking  at  the  acquisition  of  a  new  weapons  system  to  ensure  it  uses  less  hazardous 
materials,  the  application  of  new  technology,  or  the  re-engineering  of  our  industrial 
processes,  the  Air  Force  uses  a  team  approach.  Our  operational  medicine  community 
of  bioenvironmental  engineers  is  playing  an  important  role.  They  study  and  docu- 
ment every  industrial  process  in  the  Air  Force  and  the  hazards  of  such  processes 
to  our  personnel,  so  we  may  target  the  processes  that  place  our  personnel  at  the 
most  risk.  The  medical  community  provides  a  powerful  synergy  with  the  mainte- 
nance, supply,  systems  manager,  acquisitions,  and  civil  engineering  team  member 
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to  systematically  reduce  hazards,  costs  and  pollution  while  improving  efTiciency  and 
effectiveness. 

CONCLUSION 

We  are  proud  to  support  the  premier  air  and  space  force  in  the  world.  As  the  rest 
of  the  Air  Force  has  consolidated  major  commands  and  restructured  how  it  does 
business,  we  are  re-engineering  how  the  Air  Force  does  environmental  business.  But 
as  Secretary  Widnall  and  General  Fogleman  recently  stated,  "We  also  recognize  our 
obligations  to  American  communities,  not  only  in  time  of  need,  but  as  full  partners 
in  the  great  American  journey."  Maintaining  combat  readiness,  being  a  good  neigh- 
bor, and  leveraging  our  limited  resources  defines  the  Air  Force  environmental  pro- 
gram. In  partnership  with  our  regulators  and  our  communities,  we  will  continue  to 
push  ourselves  to  be  the  environmental  stewards  the  American  people  deserve. 

Senator  McCain.  Thank  you.  Dr.  Harrison. 

STATEMENT  OF  JOHN  HARRISON,  EXECUTIVE  DIRECTOR, 
STRATEGIC  ENVIRONMENTAL  RESEARCH  AND  DEVELOP- 
MENT  PROGRAM 

Dr.  Harrison.  Thank  you,  Senator. 

I  am  the  executive  director  of  the  Strategic  Environmental  Re- 
search and  Development  Program,  which  is  the  corporate  Depart- 
ment of  Defense  environmental  program.  We  work  in  a  complemen- 
tary fashion  with  each  of  the  services'  environmental  programs, 
ana  we  are  in  the  business  of  providing  the  technology  to  Ms. 
Goodman  and  her  people  and  supporting  the  services  in  addressing 
these  very  difficult  problems. 

Senator  McCain.  How  are  you  doing? 

Dr.  Harrison.  We  are  doing  well,  thank  you. 

Senator  McCain.  You  have  experienced  any  major  break- 
throughs? 

Dr.  Harrison.  We  have  a  number  of  success  stories. 

Senator  McCain.  Tell  me  one. 

Dr.  Harrison.  The  Dugway  Proving  Ground.  We  are  funding  an 
effort  to  capture  and  analyze  the  emissions  from  open  burning, 
open  detonation  of  explosive  wastes.  Open  burning,  open  detona- 
tion has  been  the  disposal  method  of  choice  through  the  years,  but 
it  is  a  difficult  technology  to  defend  from  a  regulatory  standpoint, 
particularly  when  you  do  not  have  a  concept  of  the  emissions  that 
are  being  released  from  the  operation. 

SERDP,  along  with  Air  Force  and  Army  funding,  have  provided 
this  capability  to  capture  these  emissions,  analyze  them,  and,  in 
conjunction  with  the  Environmental  Protection  Agency,  the  regula- 
tions regarding  these  efforts  are  being  revisited,  and  I  think  will 
be  quite  successful  and  will  save  the  taxpayers  millions  of  dollars. 

[The  prepared  statement  of  Dr.  Harrison  follows:] 

Prepared  Statement  by  Dr.  John  Harrison,  Executive  Director,  Strategic 
Environmental  Research  and  Development  Program 

introduction 

The  Strategic  Environmental  Research  and  Development  Program  (SERDP)  is  a 
multi-agency  (DOD,  DOE,  and  EPA),  tri-service.  Science  and  Tecnnology  (S&T)  pro- 
gram established  by  public  law  to  address  DOD  and  DOE  defense-related  environ- 
mental concerns.  Tne  program  is  managed  under  the  Director,  Defense  Research 
and  Engineering.  Within  DOD,  SERDP  is  the  corporate  environmental  S&T  pro- 
gram and,  as  such,  is  focused  on  the  Department's  highest  priority,  mission-relevant 
environmental  recruirements.  These  requirements  are  developed  by  the  Deputy 
Under  Secretary  oi  Defense  for  Environmental  Security  (DUSD(ES))  in  consonance 
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with  the  service  users  and  the  Research  and  Development  community.  The  SERDP 
complements  the  environmental  S&T  programs  of  the  individual  services  which  are 
more  closely  focused  on  service-unique  proolems.  SERDFs  multi-agency  charter  pro- 
vides a  mechanism  to  apply  DOE  and  EPA  expertise  and  technology  to  help  solve 
DOD  environmental  issues  and  ensure  there  is  no  redundancy  or  duplication  of  ef- 
fort. 

The  SERDP  structure  is  aligned  to  match  the  four  DOD  environmental  areas  or 
pillars:  Cleanup,  Compliance,  Conservation,  and  Pollution  Prevention.  SERDP  also 
includes  two  other  thrust  areas:  Global  Environmental  Change  and  Energy  Con- 
servation/Renewable Energy.  Fiscal  Year  1994  was  the  first  year  that  SERDP  was 
included  in  the  President's  budget  request.  As  a  result,  SERDP  transitioned  from 
a  single  year  program  to  a  multi-year,  continuing,  budgeted  program.  In  fiscal  year 
1994  over  1,300  proposals  were  received  in  response  to  a  call  for  proposals.  The  sub- 
sequent comprenensive  evaluation  and  selection  process  produced  145  funded 
projects. 

SERDP  MANAGEME^fT  INITIATIVES 

In  addition  to  producing  a  budgeted,  multi-year  program,  significant  management 
changes  were  instituted  in  fiscal  year  1994.  Program  execution  and  the  relevance 
of  the  program  to  DOD  needs  became  the  foremost  management  issues.  In  June 
1994,  I  was  appointed  as  the  full-time  Executive  Director  of  SERDP.  The  SERDP 
Program  Office  was  established  shortly  thereafter  with  a  full  time  Federal  staff  of 
five  (including  the  Executive  Director)  supported  by  a  contractor.  In  August  1994, 
SERDP  implemented  an  aggressive  program  to  bring  program  execution  into  syn- 
chronization with  the  budget  cycle.  Tnis  plan  has  been  effective  in  improving  execu- 
tion in  fiscal  year  1995  and  will  result  in  placing  SERDP  fiscal  execution  on  track 
with  the  budget  cycle  at  the  beginning  of  fiscal  year  1996. 

As  a  result  of  the  significantly  reduced  fiscal  year  1995  SERDP  funding,  a  sharply 
modified  program  was  requirecl.  In  February  1995,  the  SERDP  Council  approved  a 
new  SERDP  investment  strategy  which  focuses  SERDP  funding  only  on  DOD  mis- 
sion-relevant needs  (those  in  the  areas  of  Cleanup,  Compliance,  Pollution  Preven- 
tion, and  Conservation)  in  direct  support  of  DOD  users.  Funding  for  the  remaining 
areas  of  Global  Environmental  Change  and  Energy  Conservation  is  being  phased 
out  in  fiscal  year  1995  and  fiscal  year  1996.  This  phasing  will  permit  the  orderly 
completion  and  close-out  of  the  major  projects  in  Global  Environmental  Change  and 
Energy  Conservation  in  order  to  obtain  meaningful  results  from  the  investments  in 
these  projects. 

SERDP  has  also  initiated  annual  in-progress  reviews  of  all  the  projects  within  the 
program.  These  reviews  help  ensure  that  the  ongoing  work  is  on  schedule,  remains 
focused  on  DOD  needs,  and  is  of  high  scientific  quality.  The  first  of  these  reviews, 
in  July  1994,  resulted  in  the  eventual  termination  of  a  major  project  that  was  not 
meeting  technical  milestones  and  was  experiencing  excessive  cost  growth.  The  re- 
view also  effected  the  refocusing  of  a  number  of  other  efforts  to  insure  relevance, 
quality,  and  on-time  execution.  The  second  annual  review  of  all  projects  is  taking 
place  this  month.  As  an  additional  management  tool,  SERDP  uses  an  execution 
plan/quarterly  progress  reporting  system  to  continuously  monitor  the  progress  of 
each  SERDP  project. 

The  Scientific  Advisory  Board  (SAB)  established  by  the  SERDP  statue  has  made 
major  contributions  to  management  and  program  excellence.  In  fact,  while  the  stat- 
ute requires  SAB  review  of  projects  with  cost  in  excess  of  $1  million,  the  SAB  has 
been  so  effective  we  have  recently  implemented  SAB  review  of  all  new  starts  regard- 
less of  funding.  The  SAB  brings  a  broad  base  of  experience  and  expertise  from  in- 
dustry and  research  universities  which  not  only  helps  insure  the  quality  of  the  pro- 
gram but  also  aids  in  avoiding  duplicating  the  efforts  of  others. 

SERDP  DOD  MISSION  RELEVANCE 

As  mentioned  earlier,  the  SERDP  focus  has  changed  to  insure  the  funding  of  only 
the  highest  priority  defense  requirements.  These  requirements  are  based  on  the  ne- 
cessity for  DOD  to  comply  with  environmental  laws  and  regulations.  Compliance 
with  these  laws  and  regulations  has  had  significant  impacts  on  the  Department  in 
a  number  of  ways.  The  following  are  a  few  examples  of  the  impacts  of  environ- 
mental regulation. 

Compliance  with  applicable  laws  such  as  the  Endangered  Species  Act  has  a  direct 
impact  on  DOD  operations.  For  example,  DOD  has  had  to  curtail  or  cease  operations 
at  several  training  and  testing  ranges  due  to  the  possible  adverse  impact  of  training 
and  testing  operations  on  indigenous  protected  species.  SERDP  has  significant  ei- 
forts  in  place  to  provide  cost  effective,  environmentally  compatible  technologies  to 
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insure  that  all  training  and  testing  requirements  are  met.  Similarly,  stricter  over- 
board discharge  requirements  for  our  ships  is  an  environmental  issue  which,  in  the 
absence  of  new  shipboard  techniques,  has  the  potential  to  severely  limit  the  scope 
of  our  ship  deployments.  The  implications  are  far  more  serious  for  warships  than 
merchant  ships  due  to  the  differences  in  the  length  of  time  they  spend  at  sea. 
SERDP  is  investing  in  technologies  for  the  shipboard  processing  of  plastics,  trash, 
sewage  and  wastewater. 

DCfu  has  1,771  installations  in  the  United  States  which  contain  over  21,425  po- 
tentially contaminated  sites.  Each  of  these  installations  must  comply  with  all  envi- 
ronmental regulations.  In  fiscal  year  1994,  DOD  spent  nearly  $2.5  billion  from  the 
Defense  Environmental  Restoration  and  Base  Closure  accounts  to  address  cleanup 
at  active  and  closing  bases.  The  projected  costs  to  complete  the  clean-up  of  these 
sites  is  large  and  still  growing.  A  major  SERDP  thrust  is  to  develop  and  dem- 
onstrate teainologies  that  will  significantly  reduce  both  the  cost  and  the  time  re- 
quired to  complete  the  clean-up  oi  these  sites.  New,  less  expensive  and  more  effica- 
cious technologies  can  and  will  reduce  cost.  Other  efforts  include  developing  assess- 
ment tools  to  give  decision  makers  more  and  better  information  with  which  they  can 
make  better  informed  decisions  regarding  cleanup  priorities  and  schedules. 

Some  aspects  of  military  operations  generate  unique  environmental  concerns.  For 
example,  DOD  is  the  Nation's  largest  producer,  stockpiler,  and  user  of  energetic  ma- 
terials in  the  form  of  propellants,  explosives,  and  pyrotechnics.  These  materials, 
their  production  waste  streams,  and  their  byproducts  are  often  highly  toxic  and/or 
hazardous.  In  addition,  the  detection,  removal  and  disposal  of  unexploded  ordnance 
is  one  of  our  most  pressing  clean-up  issues.  Technologies  do  not  exist  that  deal  with 
these  issues  economically  and  effectively.  Their  development  and  demonstration  are 
the  focus  of  a  variety  of  new  and  innovative  approaches. 

The  implications  are  clean  some  environmental  issues  impact  directly  on  our 
training,  testing,  and  operations;  others  impact  directly  on  our  production  and  main- 
tenance requirements;  and  many  are  major  cost  drivers  within  the  DOD  budget. 
Each  of  these  issues  affects  readiness,  and  the  solution  to  each  will  result  in  im- 
proved readiness  for  our  forces  and  lower  costs  for  the  Department. 

SERDP  RESULTS 

SERDP  is  responding  rapidly  to  management  initiatives  to  provide  responsive 
program  execution  and  to  ensure  Defense  mission  relevance.  Further,  SERDP  re- 
search efforts  are  maturing  to  the  point  of  starting  to  produce  significant  results. 
The  following  examples  typify  the  breadth  and  mission  relevance  of  SERDP  prod- 
ucts: 

Characterizing  Open  Burning /Open  Detonation  (OB/OD)  Emissions 

This  effort  has  leveraged  Army  and  Air  Force  funds  with  SERDP  funds  to  provide 
a  method  to  capture  and  analyze  emissions  from  OB/OD  operations  that  are  used 
to  dispose  of  thousands  of  tons  annually  of  waste  munitions  and  propellants.  EPA 
is  also  an  active  participant  as  the  principal  agency  regulating  these  activities.  By 
knowing  better  the  emission  products,  wnich  are  unobtainable  without  this  tech- 
nology, current  directives  and  regulatory  requirements  precluding  OB/OD  may  be 
modined  with  resulting  huge  cost  savings. 

Marine  Mammal  Acoustic  Tracking  System  (MMATS) 

MMATS  was  developed  almost  entirely  by  SERDP  as  an  application  of  the  capa- 
bilities of  the  U.S.  Navy  Integrated  Undersea  Surveillance  System.  During  the 
Spring  of  1994,  the  MMATS  played  a  crucial  role  in  avoiding  the  cancellation  of  a 
$68  million  shock  test  involving  the  U.S.S.  John  Paul  Jones.  In  these  tests,  10,000 
lb.  explosive  charges  were  detonated  at  increasingly  closer  ranges  to  the  vessel,  and 
the  systems  aboard  the  vessel  were  monitored  for  performance  under  stress.  Within 
weeks  of  the  scheduled  start  of  the  test,  the  Natural  Resources  Defense  Council  ob- 
tained an  injunction  against  the  Navy  on  the  grounds  of  potential  whale 
endangerment.  Costs  associated  with  the  delay  were  approximately  $150,000  per 
week.  The  injunction  was  lifted  only  when  the  Navy  demonstrated  MMATS'  ability 
to  warn  of  whales  approaching  the  test  site.  During  the  test  itself,  the  MMATS  per- 
formed extremely  well,  on  three  occasions  delajring  a  detonation  until  a  whale  nad 
cleared  the  area.  MMATS  saved  the  DOD  hundreds  of  thousands  of  dollars  in  fur- 
ther delays,  and  is  available  for  further  use. 

Novel  Waste  Treatment  Technology 

The  Capacitive  Deionization  technology  development  has  been  funded  solely  by 
SERDP.  Tne  concept  of  using  an  electrolytic  capacitor  for  separating  ions  is  not  new, 
but  the  state  of  the  technology  has  never  been  adequate  to  provide  a  cost  effective 
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cleanup  method.  Several  recent  developments  made  this  SERDP  project  feasible; 
particularly  the  classified  development  of  a  carbon  aerogel  composite  with  an  amaz- 
ingly hi^  specific  surface  area. 

Proof-of-concept  demonstrations  have  been  completed.  Technology  transfer  and 
commercialization  efforts  are  underway.  The  Air  Force  is  investigating  the  tech- 
nology for  treating  rinse  water  from  their  plating  operations.  The  Army  is  planning 
to  employ  a  system  to  treat  waste  generated  during  the  destruction  of  chemical  war- 
fare agents  (primarily  mustard  gas)  and  to  use  the  process  to  develop  a  very  small, 
lightweight  system  for  Special  Forces  units  to  convert  salt  water  to  potable  water. 
The  DOE  has  shown  interest  in  using  this  technology  to  treat  heavy  metal  and  inor- 
ganic salt  wastes  from  their  Berkeley  F*it  in  Montana.  In  addition  to  these  govern- 
ment customers,  a  number  of  non-Federal  representatives  have  expressed  interest 
(primarily  in  the  technology's  desalinization  capabilities)  including  municipalities, 
foreign  companies,  and  several  U.S.  companies. 

Underground  Contaminant  Detection 

The  Site  Clharacterization  and  Analysis  Penetrometer  System  (SCAPS),  a  system 
to  push  chemical  sensors  into  underground  strata,  has  shown  the  capability  to  re- 
place current  drilling,  sampling,  and  off-site  laboratory  analysis,  which  are  costly 
and  time-consuming.  It  is  estimated  that  SCAPS  can  reduce  the  costs  for  contami- 
nant site  investigations  by  at  least  50  percent  for  every  contaminant  for  which  a 
chemical  sensor  is  available.  SERDP  is  building  on  tri-service  and  DOE  funding  to 
accelerate  appreciably  the  development  of  specific  contaminant  sensors  to  be  mount- 
ed on  SCAP^  including  sensors  to  detect  explosive  compounds,  petroleum  products, 
solvents,  and  heavy  metals.  EPA  is  also  involved  in  this  most  significant  effort. 
SCAPS  technology  is  expected  to  reduce  the  costs  of  screening  hundreds  of  contami- 
nated sites  by  as  much  as  90  percent;  require  a  fraction  of  the  time;  and,  simulta- 
neously, increase  the  number  of  data  points  by  up  to  400  percent.  Currently  there 
are  estimated  to  be  over  300  DOD  sites  with  leaking  underground  storage  tanks 
which  could  be  characterized  using  this  technology;  and  that  is  only  one  of  many 
potential  applications. 

New  DOD  Paint  Stripping  Technology 

Methylene  chloride  based  stripping  compounds  have  been  the  primary  method 
used  by  DOD  for  many  years  to  remove  paints  from  aircraft  and  ships.  These  com- 
pounds contain  hazardous  air  pollutants  that  will  be  banned  by  Federal  law  by 
1997,  including  use  by  DOD.  Under  the  partial  sponsorship  of  the  SERDP,  the  Air 
Force's  Wright  Laboratoiy,  Oklahoma  City  Air  Logistics  Center,  and  Pratt  and 
Whitney  jointly  developed  a  laser  controlled,  water  based  Large  Aircraft  Robotic 
Paint  Stripping  System  to  replace  chemical  stripping.  It  has  been  successfully  test- 
ed, and  approved  for  future  use  on  numerous  military  aircraft.  This  will  reduce  haz- 
ardous waste  by  over  90  percent,  eliminating  135,0()0  gallons  of  chemical  strippers 
per  year  at  Oklahoma  City  ALC  alone.  Using  the  same  technology,  the  Navy  devel- 
oped and  demonstrated  a  system  for  stripping  paint  from  ships  and  submarines  in 
dry  docks.  The  system  is  presently  being  considered  for  use  by  the  commercial  ship- 
ping industry. 

SUMMARY 

In  summary,  SERDP  is  the  corporate  DOD  environmental  science  and  technology 
program.  It  is  focused  on  the  highest  priority  multi-service  problems  which  directly 
impact  on  mission  readiness.  Technologies  that  are  now  emerging  from  SERDP  are 
beginning  to  provide  the  tools  which  will  allow  the  Department  of  Defense  to  meet 
its  environmental  obligations  in  a  more  efficient  and  timely  manner. 

Senator  McCain.  Thank  you.  Mr.  Reitman. 

STATEMENT  OF  JAN  B.  REITMAN,  STAFF  DIRECTOR  OF  THE 
ENVIRONMENTAL  AND  SAFETY  POLICY  OFFICE,  DEFENSE 
LOGISTICS  AGENCY 

Mr.  Reitman.  Thank  you,  sir.  I  appreciate  it.  It  is  an  honor  to 
be  here. 

Let  me  just  say  that  the  Defense  Logistics  Agency  has  an  aggres- 
sive environmental  program  in  each  of  the  pillar  areas  mentioned 
by  Ms.  Groodman. 
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We  would  also  like  to  emphasize  that  the  Defense  Logistics 
Agency  logistics  role  places  us  in  a  particularly  good  position  to 
support  the  military  services  in  their  pollution  prevention  initia- 
tives. Our  goal  is  to  provide  hazardous  material  management  con- 
trols at  the  wholesale  level  which  are  comparable  to  the  pharmacy 
controls  the  Department  of  Defense  is  now  implementing  at  the  in- 
stallation level. 

Thank  you. 

[The  prepared  statement  of  Mr.  Reitman  follows:] 

Prepared  Statement  by  Jan  B.  Reitman,  Staff  Director,  Environmental  and 
Safety  Policy  Office,  Defense  Logistics  Agency 

introduction 

Mr.  Chairman  and  members  of  the  subcommittee,  I  am  Jan  Reitman,  Staff  Direc- 
tor of  the  Environmental  and  Safety  Policy  Office  at  the  Defense  Logistics  Agency 
(DLA).  I  thank  you  for  the  opportunity  to  appear  before  you  and  to  submit  this 
statement  describing  our  environmental  program. 

DLA  is  a  combat  support  agency  providing  worldwide  logistics  support  and  related 
services  throughout  the  Department  of  Defense  in  the  areas  of  contract  manage- 
ment, distribution  management,  and  inventory  management.  The  Agency's  goal  is 
to  be  the  provider  of  choice,  around  the  clock,  around  the  world,  providing  logistics 
readiness  at  reduced  cost  thus  enabling  weapon  system  acquisition  at  reduced  cost. 
To  that  end,  we  have  implemented  many  innovative  business  practices,  such  as  di- 
rect vendor  delivery,  business  process  engineering,  electronic  commerce/electronic 
data  interchange,  which  will  reduce  lead-time  and  the  cost  of  our  services  to  our 
customers. 

DLA  has  a  staff  of  about  580  environmental  specialists  located  throu^out  the 
world  who  are  responsible  for  ensuring  that  our  mission  activities  are  conducted  in 
full  compliance  with  applicable  environmental  requirements.  Today,  I  will  describe 
our  major  initiatives  and  accomplishments  in  the  areas  of  Environmental  Cleanup, 
Environmental  Compliance,  and  Pollution  Prevention.  The  DLA  logistics  mission 
gives  us  special  opportunities  to  provide  sendees  and  support  which  are  critical  to 
the  environmental  programs  of  our  military  service  customers.  I  will  also  describe 
several  of  the  unique  environmental  services  which  we  provide  to  the  Department 
of  Defense. 

ENVIRONMENTAL  CLEANUP 

The  goal  of  our  cleanup  program  is  to  reduce  risk  to  human  health  and  the  envi- 
ronment by  expediting  the  remediation  of  past  hazardous  material  management 
sites. 

We  are  making  good  progress  in  achieving  our  cleanup  goal.  There  are  34  installa- 
tions where  DLA  is  conducting  environmental  cleanup  activities,  five  of  which  have 
been  placed  on  the  National  Priorities  List  (NPL)  by  the  Environmental  Protection 
Agency  (EPA).  At  each  of  the  NPL  installations,  we  have  signed  Interagency  Agree- 
ments with  EPA  regional  and  State  authorities  and  we  are  proceeding  with  cleanup 
activities  in  accordance  with  agreed  upon  schedules.  The  universe  of  sites  where  we 
are  conducting  cleanup  work  is  well  defined.  As  of  the  end  of  fiscal  year  1994,  we 
had  identified  a  total  521  sites  for  investigation  or  cleanup.  At  309  of  these  sites, 
cleanup  has  been  completed,  is  underway,  or  it  has  been  determined  that  no  further 
work  is  required.  This  represents  over  59  percent  of  the  contaminated  sites  in  DLA. 
We  have  accomplished  tnis  with  a  total  expenditure  through  fiscal  year  1994  of 
about  $218  million.  Our  fiscal  year  1995  authorization  from  the  Defense  Environ- 
mental Restoration  Account  (DERA)  is  $28.7  million,  and  we  anticipate  an  alloca- 
tion of  about  $29.6  million  in  fiscal  year  1996.  I  expect  to  be  able  to  report  further 
significant  increases  in  the  number  of  sites  completed  or  under  remediation  by  the 
end  of  fiscal  year  1996. 

Management  Initiatives.  Our  program  has  benefited  from  several  initiatives  to 
speed  the  cleanup  process.  We  are  using  new  and  innovative  technologies  whenever 
possible.  An  example  is  the  use  of  a  relatively  new  technology  known  as  the  cone 
penetrometer.  This  allows  us  to  quickly  assess  contamination  in  soil  and  ground 
water,  shortening  study  time  and  accelerating  the  start  of  cleanup.  Once  we  begin 
cleanup,  on-site  laboratories  allow  us  to  perform  data  analysis  faster.  We  are  using 
interim  actions,  when  appropriate,  to  stabilize  contamination  until  the  final  cleanup 
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action  can  be  taken.  This  has  the  advantage  of  immediately  reducing  the  risks  from 
that  site  to  human  health  and  the  environment. 

Increasingly,  management  by  reduction  of  risk  is  becoming  the  focus  of  our  clean- 
up activities.  DLA  supports  efforts  to  prioritize  the  identification  and  remediation 
ot  those  sites  which  pose  the  greatest  risk  to  public  health  or  the  environment.  A 
risk-based  system  would  be  an  important  tool  for  our  installation  commanders  in 
their  dealings  with  regulatory  agencies  and  the  public  regarding  cleanup  activities. 

In  this  regard,  we  have  increased  our  elTorts  to  establish  better  working  relation- 
ships with  our  stakeholders  bv  conducting  partnering  meetings,  especially  at  high 
profile  cleanup  installations.  These  partnering  sessions  focus  everyone's  attention  on 
the  task  at  hand,  i.e.,  cleaning  up  sites.  These  sessions  include  our  installation 
cleanup  personnel,  individuals  responsible  for  program  management,  our  technical 
and  oversight  support  organization,  the  cleanup  contractor,  and  Federal  and  State 
regulatory  program  managers.  We  have  found  tne  partnering  sessions  to  be  tremen- 
dously successful  in  increasing  the  cooperation  and  a  common  understanding  of  ex- 
pectations of  each  of  the  organizations  responsible  for  accomplishing  site  cleanup. 

Base  Realignment  and  Closure  (BliAC)  Cleanup  Progress.  Another  major  area  of 
emphasis  is  implementation  of  the  President's  Fast  Track  Cleanup  Program  at  our 
installations  on  the  BRAC  list.  The  program  addresses  cleanup  issues  at  closing  in- 
stallations in  a  common  sense  manner  to  effectively  support  economic  reuse  oi  the 
installation  by  the  affected  community.  To  date,  our  Fast  Track  cleanup  program 
has  been  concerned  with  the  two  DLA-managed  installations  identified  under  BRAC 
93:  the  Defense  Personnel  Support  Center  (DPSC)  in  Philadelphia,  Pennsylvania, 
and  the  Defense  Electronics  Supply  Center  (DESC)  in  Dayton,  Ohio.  We  expect  to 
obligate  about  $7.5  million  for  environmental  cleanup  during  fiscal  year  1995  at 
these  locations,  and  our  budget  for  fiscal  year  1996  is  $2.77  million.  We  are  making 
good  progress  in  accordance  with  the  President's  Fast  Track  Cleanup  Program.  We 
nave  established  BRAC  Cleanup  Teams  (BCTs)  consisting  of  representatives  from 
the  installation  and  Federal  and  State  regulatory  agencies.  Each  BCT  creates  a 
cleanup  plan  and  works  to  see  that  the  cleanup  program  places  emphasis  on  those 
actions  tnat  best  support  reuse  and  redevelopment  options  for  that  installation.  We 
are  also  working  with  the  reuse  committees  to  lease  out  portions  of  the  installations 
that  are  available  for  reuse.  At  DPSC,  we  are  proceeding  with  the  leasing  of  a  por- 
tion of  the  installation  that  was  being  used  as  a  military  clothing  factory  to  the  city 
of  Philadelphia.  Cleanup  activities  have  been  expedited  so  that  the  city  could  sub- 
lease facilities  for  commercial  reuse  at  the  earliest  possible  date.  At  DESC,  we  are 
leasing  available  warehouse  space  to  businesses  that  will  employ  local  workers.  The 
lessons  learned  at  our  closing  installations  to  identify  clean  parcels  and  to  more 
quickly  address  contaminated  sites  are  rapidly  being  incorporated  into  our  cleanup 
program  at  our  active  installations,  as  well. 

Cleanup  Progress.  I  am  pleased  to  report  that  we  are  making  outstanding 
progress  at  two  of  our  NPL  locations:  the  Defense  Depot  Ogden,  Utah  (DDOU),  and 
the  Defense  Depot  Tracy,  CA  (DDTC).  At  Ogden,  there  are  four  operable  units  con- 
sisting of  19  inaividual  sites,  all  of  which  are  under  final  remediation.  Final  ground 
water  treatment  systems  are  operational  at  three  of  the  operable  units,  and  90  p)er- 
cent  of  the  contaminated  soil  has  been  removed.  All  soil  removal  and  cleanup  is  ex- 
pected to  be  completed  this  year.  Treatment  of  the  contaminated  ground  water 
plumes  will  continue  for  several  more  years  until  action  levels  are  achieved.  The 
progress  achieved  at  Ogden  is  directly  attributable  to  the  level  of  cooperation  be- 
tween DLA,  EPA  and  the  State  in  expediting  the  review  of  documents.  This  has  cut 
at  least  40  percent  of  the  time  usually  necessary  to  accomplish  a  cleanup  at  an  NPL 
location.  At  Tracy,  we  implemented  an  innovative  grouna  water  treatment  system 
designed  to  save  time  and  cost.  A  conventional  air  stripping  process  was  replaced 
with  an  infiltration  galleries  treatment  system.  This  system  greatly  reduced  con- 
struction costs,  lowered  maintenance  costs,  increased  surface  area  for  discharge,  and 
improved  resistance  to  operational  problems  like  fouling  and  scaling.  This  innova- 
tive project  will  greatly  reduce  monitoring  well  installation  and  sampling  costs  and 
improve  overall  quality  and  accuracy  of  ground  water  samples. 

ENVIRONMENTAL  COMPLIANCE 

Full  compliance  with  environmental  standards  and  regulations  continues  to  be  the 
foundation  of  our  environmental  program.  Our  chief  tools  include  personnel  train- 
ing, compliance  auditing,  and  appropriate  investment  in  facility  improvements  and 
preventive  projects.  For  fiscal  year  1996,  the  I-*residcnt's  budget  submission  refiects 
$119.3  million  for  environmental  compliance,  conservation,  and  pollution  prevention, 
including  expenditures  in  the  Defense  Business  Operating  Fund  (DBOF)  and  the 
National  Deiense  Stockpile  Transaction  Fund.  Our  largest  compliance  requirement 
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is  for  the  Defense  Reutilization  and  Marketing  Service  (DRMS),  where  we  have 
about  450  positions  associated  with  our  responsibility  to  safely  dispose  of  hazardous 
waste  generated  by  the  military  services.  Our  budget  submission  includes  $52.7  mil- 
lion from  the  DBOF  for  DRMS  environmental  costs. 

Education  and  Training.  We  are  expanding  our  efforts  to  develop  a  consistent  en- 
vironmental training  program  and  to  ensure  that  all  members  of  the  DLA  workforce 
are  properly  trained  to  perform  their  environmental  duties.  The  DLA  Environ- 
mental Training  Plan  was  issued  in  August  1994  to  consolidate  legal  and  regulatory 
reauirements  for  environmental  training  as  well  as  those  established  by  Department 
of  Defense  (DOD)  and  DLA  directives  and  instructions.  It  provides  a  simple  hand- 
book that  identifies  the  types  of  environmental  training  applicable  to  all  members 
of  the  DLA  workforce.  The  plan  assigns  skill  codes  and  references  a  set  of  environ- 
mental training  courses  appropriate  to  the  particular  job.  We  are  now  in  the  process 
of  applying  the  skill  codes  to  members  of  the  DIA  workforce  and  scheduling  manda- 
tory environmental  training.  In  fiscal  year  1994,  DLA  employees  received  over 
180,000  hours  of  environmental  and  associated  safety  training,  primarily  in  hazard- 
ous material  and  hazardous  waste  management  and  transportation. 

Environmental  Auditing.  The  environmental  audit  continues  to  be  our  best  tool 
to  find  and  fix  environmental  compliance  problems.  External  compliance  audits  are 
conducted  every  3  years  at  38  depots,  supply  centers,  bulk  petroleum  terminals,  and 
defense  national  stockpile  sites  directly  managed  by  DLA.  We  have  established  re- 
quirements and  provided  specific  guidance  for  annual  internal  compliance  audits  by 
our  field  activities,  and  particularly  successful  internal  assessment  programs  are 
underway  at  DRMS,  which  operates  182  Defense  Reutilization  and  Marketing  Of- 
fices worldwide,  and  at  our  two  distribution  regions,  which  are  responsible  for  28 
DLA  depots  in  the  United  States. 

Other  Regulatory  Initiatives.  Air  emission  inventories  are  conducted  at  all  DLA 
installations  which  are  in  non-attainment  areas  for  air  pollutants.  In  addition,  DLA, 
through  the  Defense  Fuel  Supply  Center  (DFSC),  is  providing  reformulated  gasoline 
to  military  and  other  Federal  users  in  compliance  with  local  air  quality  require- 
ments. The  use  of  reformulated  gasoline  results  in  lower  carbon  monoxide  emis- 
sions. In  accordance  with  the  Oil  Pollution  Act  of  1990  (OPA  90),  we  have  prepared 
and  submitted  39  fuel  spill  response  olans  for  fuel  piers,  terminals,  and  pipelines 
under  our  jurisdiction.  To  date,  25  of  tnese  plans  have  been  approved  by  regulatory 
agencies.  Tlie  OPA  90  plans  allow  us  to  develop  procedures  and  means  for  efTiciently 
dealing  with  catastrophic  spills.  For  example,  in  Alaska  we  have  stockpiled  cleanup 
supplies  at  strategic  locations  and  we  regularly  participate  in  spill  response  exer- 
cises with  the  State,  the  Coast  Guard,  the  local  spill  response  cooperative,  and  other 
parties. 

CONSERVATION 

Although  DLA  facilities  are  of  relative  small  size,  we  have  adopted  actions  to  in- 
crease beneficial  landscaping  practices  wherever  possible.  These  preferred  practices 
include  use  of  native  plant  species,  use  of  integrated  vegetation  management,  and 
increased  composting.  For  example,  DFSC  has  used  sheep  in  lieu  of  herbicides  to 
control  weeds  at  several  bulk  fuel  terminals  in  the  Western  United  States.  I  am 
very  pleased  to  report  that  last  year,  the  Palos  Verdes  Blue  Butterfly,  an  endan- 
gered species,  was  discovered  during  its  flight  season  at  our  Defense  Fuel  Support 
Point  San  Pedro,  California.  Prior  to  that  time,  the  Palos  Verdes  Blue  Butterfly  was 
thought  to  be  extinct.  Since  rediscovery  of  the  Palos  Verdes  Blue  Butterfly,  we  have 
been  deeply  involved  with  the  U.S.  Fish  and  Wildlife  Service,  the  U.S.  Navy,  Uni- 
versity of  California  at  Los  Angeles,  and  several  local  volunteer  organizations  in  im- 
plementing strategies  for  population  recovery  and  habitat  enhancement  at  the  San 
Pedro  site.  In  fact,  since  January  of  this  year,  a  group  of  60  to  80  local  volunteers 
work  at  the  site  once  each  month  to  remove  non-native  plants  which  in  turn  will 
be  replaced  by  native  plants  that  will  support  the  butterfly. 

POLLUTION  PREVENTION 

DLA  is  committed  to  the  use  of  pollution  prevention  and  source  reduction  tech- 
niques as  a  fundamental  approach  for  ensuring  environmental  compliance.  DLA 
supply  management  and  distribution  management  responsibilities  give  us  a  special 
opportunity  to  implement  hazardous  material  minimization  initiatives  which  will  be 
01  Droad  benefit  to  the  DOD.  These  include  identification  and  better  management 
of  hazardous  commodities  in  the  supply  and  distribution  systems,  procurement  of 
environmentally  preferred  items,  ana  expansion  of  information  available  to  our  cus- 
tomers on  the  availability  of  "green"  products. 
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Management  of  Hazardous  Materiel  in  the  Supply  System.  DLA  has  established 
comprehensive  programs  to  better  manage  hazardous  items  of  supply  through  modi- 
fication of  specifications,  improved  shelf-life  management,  and  careful  stock  manage- 
ment in  the  depot. 

With  regard  to  specification  changes,  each  DI^  supply  center  has  continuing  pro- 
grams to  review  commodities  managed  and  to  identify  non-hazardous  or  less  haz- 
ardous constituent  materials.  Examples  of  areas  in  which  we  are  working  include 
initiatives  to  identify  alternatives  to  the  use  of  glycol  ethers  used  as  fuel  system 
icing  inhibitors,  programs  eliminating  the  use  of  ethylene  glycol  in  engine  coolants 
by  replacing  it  with  the  environmentally  preferable  propylene  glycol,  programs  to 
provide  and  promote  the  use  of  recycling  equipment  for  engine  coolants,  programs 
to  ensure  that  only  low  Volatile  Organic  Compounds  (VOC)  paints  are  provided  from 
the  supply  system,  and  initiatives  to  replace  specific  hazardous  solvents  with  aro- 
matic naphtha  and  other  alternative  cleaning  materials. 

Many  hazardous  materials  have  a  fixed  shelf  life,  and  items  which  have  exceeded 
their  shelf  life  must  often  be  disposed  of  as  hazardous  waste.  Better  management 
of  shelf  life  items  gives  us  the  opportunity  to  avoid  both  the  cost  of  new  purchases 
and  the  expense  oi  disposing  of  existing  materials  as  a  hazardous  waste.  To  address 
this  problem,  DLA  has  targeted  hazardous  items  with  a  shelf  life  of  24  months  or 
less  for  Direct  Vendor  Delivery  (DVD).  Products  are  delivered  directly  to  DLA  cus- 
tomers, allowing  DOD  facilities  to  maintain  just  enough  inventory  to  meet  their 
short-term  needs.  We  are  expanding  this  efTort  to  include  extremely  hazardous  sub- 
stances as  listed  on  the  Emergency  Planning  Community  Right-to-Know  Act 
(EPCRA)  302  list.  To  date,  75  additional  substances  have  been  added  to  our  DVD 
program.  We  have  also  recently  established  an  on-line  data  base  to  provide  our  cus- 
tomers with  shelf-life  extension  information  for  items  such  as  chemicals,  packaged 
f>etroleum  products,  and  photographic  supplies.  We  estimate  that  this  data  base  will 
acilitate  shelf-life  extensions  and  avoid  a  possible  $9  million  per  year  in  disposal 
costs. 

Hazardous  items  which  remain  in  our  depot  distribution  system  can  deteriorate 
in  storage  or  become  damaged  from  handling,  thereby  causing  products  to  become 
unsafe  for  shipment  in  commerce.  Recoupment  operations  can  salvage  the  product 
by  transferring  chemical  products  from  deteriorated  containers  to  new,  ready-for- 
issue  containers.  We  have  established  modern  recoupment  facilities  at  three  of  our 
major  hazardous  material  distribution  depots.  Each  year,  thousands  of  hazardous 
items  of  supply  are  repackaged  and  returned  to  an  issuable  condition  at  these  de- 
pots. 

Environmentally  Preferable  Products  (EPP).  Federal  procurement  of  EPP  is  di- 
rected by  Executive  Order  12873  and  by  EPA  regulation.  DLA  supports  initiatives 
to  promote  the  use  of  EPP  because  these  programs  make  good  business  sense.  Ac- 
cordingly, we  are  undertaking  several  initiatives  to  expand  the  number  of  EPP 
which  we  provide  and  to  ensure  that  our  customers  are  aware  of  these  products. 

DLA  has  experienced  continued  success  in  promoting  energy  efficient  lamps,  bulbs 
and  fixtures  through  the  Energy  Efficient  Lighting  Products  Catalog,  which  has 
been  made  available  to  30,000  Federal  agencies.  The  catalog  includes  advice  to  cus- 
tomers who  are  making  their  work  place  more  energy  efficient.  The  enormous  suc- 
cess of  this  catalog  has  led  to  the  publication  of  an  Environmentally  Preferred  Prod- 
ucts Catalog  by  our  Defense  General  Supply  Center  in  Richmond,  VA.  The  catalog 
covers  hundreds  of  EPP,  ranging  from  citrus-based  degreasers  to  complete  anti- 
freeze recycling  equipment.  The  catalog  has  become  very  popular,  and  average  sales 
for  these  products  have  more  than  doubled  during  the  last  year.  We  are  now  ex- 
panding the  catalog  to  include  EPP  covered  by  our  other  five  supply  centers. 

Solid  Waste  Management.  I  am  pleased  to  report  that  two  DLA  initiatives  to  un- 
dertake aggressive  recycling  efforts  have  been  designated  as  National  Performance 
Review  (NPR)  Reinvention  Laboratories.  The  first  laboratory  demonstrates  the  100 
percent  closed-loop  recycling  of  wood  waste  from  all  industrial  operations  and  solid 
waste  generators  at  a  DLA  depot.  The  focus  of  the  initial  demonstration  is  on  boxes, 
crates,  dimensional  lumber  of  all  types,  plywood,  and  pallets.  This  initiative  is 
resourced  from  productivity  savings  and  will  not  increase  the  cost  of  doing  business. 
Our  second  NPR  Reinvention  Laboratory  involves  the  development  of  performance- 
based  specifications  for  selected  types  of  containers  to  be  made  from  100  percent  re- 
cycled-content  material.  Two-way  shipping  incentives  have  been  implemented  in  the 
form  of  environmental  credits  to  our  customers  for  return  of  the  shipping  containers 
to  the  nearest  defense  depot.  When  containers  have  exceeded  their  service  life,  the 
waste  cardboard  will  be  processed  to  a  local  mill  and  recycled  into  another  100  per- 
cent cardboard  container  until  the  wood  fibre  is  exhausted.  Our  two  reinvention  lab- 
oratories will  produce  savings  in  the  form  of  reduced  procurement  expenses  and  low- 
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ered  landfill  costs.  They  will  also  provide  a  tangible  example  of  our  commitment  to 
conserve  natural  resources  and  prevent  pollution. 

Other  Recycling  Initiatives.  DLA  installations  have  initiated  reclamation  and  recy- 
cling efForts  for  many  additional  products  as  the  opportunities  arise.  These  initia- 
tives include  recycling  of  petroleum  products,  railroad  ties,  fluorescent  and  halide 
light  bulbs,  oily  and  solvent  rags,  used  oil  and  oil  alters.  I  am  pleased  to  report  that 
the  Defense  Depot  Letterkenny,  PA,  received  the  Governor's  1994  Waste  Minimiza- 
tion Award. 

ENVIRONMENTAL  SERVICES 

DLA  is  responsible  for  providing  a  variety  of  important  environmental  services  to 
the  military  departments.  These  include  the  safe  disposal  of  hazardous  waste  gen- 
erated at  military  installations,  technical  information  in  support  of  hazardous  mate- 
rials in  the  supply  system,  funding  support  for  the  cost  of  environmental  expenses 
at  DOD  bulk  luel  facilities  worldwide,  and  management  of  the  defense  reserve  of 
ozone  depleting  substances.  Our  goal  is  to  ensure  that  our  military  service  cus- 
tomers have  confidence  in  the  quality  and  cost  effectiveness  of  the  environmental 
services  we  provide. 

Hazardous  Waste  Disposal.  DLA,  through  DRMS,  has  the  responsibility  of  arrang- 
ing for  the  treatment,  recycling,  or  disposal  of  hazardous  material  generated  within 
DOD.  Our  recent  experience  is  that  the  amount  of  hazardous  material  being  turned 
in  to  DRMS  has  reached  record  levels  as  a  result  of  the  downsizing  of  Federal  agen- 
cies and  BRAG  initiatives.  We  disposed  of  a  total  of  300  million  pounds  of  hazardous 
waste  in  the  United  States  in  fiscal  year  1994,  an  increase  of  5  percent  from  the 
previous  year.  Through  internal  economies,  we  were  able  to  accomplish  this  using 
$1.1  million  less  in  direct  funds.  Reimbursable  funds  from  the  military  services  for 
the  cost  of  hazardous  waste  disposal  for  these  generations  was  $126.4  million  in  fis- 
cal year  1994,  which  represents  a  decrease  of  3.7  percent  from  the  previous  year. 
These  cost  reductions  were  the  result  of  favorable  market  conditions  as  well  as  effec- 
tive contract  negotiations.  For  example,  the  average  cost  for  hazardous  materials 
and  waste  disposal  was  reduced  from  $0.44  per  pound  in  fiscal  year  1993  to  $0.39 
in  fiscal  year  1994,  a  savings  of  almost  $15  million.  Coupled  with  the  proceeds  of 
$3.3  million  from  the  sale  of  hazardous  material  and  a  aisposal  cost  avoidance  of 
$23  million,  the  total  benefit  to  DOD  was  over  $41  million.  In  addition  to  the  control 
of  cost,  we  also  provide  quality  disposal  service  which  responds  to  the  immediate 
needs  of  our  generators  and  protects  them  from  future  liabilities.  Our  hazardous 
waste  contracting  service,  known  as  Regional  Environmental  contracting,  ensures 
that  there  are  no  lapses  in  contracts,  that  the  contracting  needs  are  tailored  to  each 
generating  activity,  and  that  qualified  contractors  are  used  to  dispose  of  DOD  haz- 
ardous waste. 

Hazardous  Technical  Information.  DLA  operates  the  Hazardous  Technical  Infor- 
mation Services  (HTIS),  which  is  an  outstanding  information  resource  for  DOD  per- 
sonnel involved  in  hazardous  material.  This  service  supplements  the  extensive  li- 
brary of  DOD  Hazardous  Material  Data  Sheets  which  are  maintained  centrally  by 
DLA.  The  HTIS  maintains  a  hotline  which  responds  to  some  2,000  DOD  inquiries 
per  year  concerning  the  management  of  hazardous  materials,  provides  a  bimonthly 
technical  bulletin  to  nearly  70,000  DOD  si'bscribers,  and  conducts  pollution  preven- 
tion and  other  hazardous  material  management  studies  for  DLA  supply  centers  and 
other  DOD  users. 

Fuel  Services.  DLA,  through  DFSG,  is  the  integrated  manager  of  bulk  fuel  prod- 
ucts for  our  Armed  Forces.  Associated  with  this  is  the  responsibility  for  environ- 
mental compliance  and  cleanup  at  22  bulk  petroleum  tank  farms  and  pipelines  lo- 
cated in  the  United  States  and  overseas.  DLA  is  also  responsible  for  environmental 
maintenance  and  repair  tasks  for  over  400  of  the  military  service  bulk  fuel  storage 
and  distribution  facilities  worldwide.  We  now  provide  funding  for  maintenance  and 
repair,  fuel  spill  response  and  cleanup,  and  compliance  costs  at  these  military  f>etro- 
leum  facilities.  In  1994,  we  spent  $1.5  million  lor  environmental  fees,  permits  and 
sampling;  $1.8  million  for  response  and  remediation  costs  of  DOD  fuel  spills;  and 
$6.5  million  for  environmental  remediation  at  DLA  terminals.  In  addition,  a  signifi- 
cant portion  of  the  $105.8  million  maintenance,  repair,  and  environmental  budget 
was  for  priority  projects  to  upgrade  and  maintain  environmental  conditions  at  tne 
DOD  fuel  facilities.  These  expenses  are  financed  through  the  DBOF.  DLA  support 
to  DOD  fuel  facilities  provide  a  simplified  process  to  ensure  environmental  compli- 
ance at  ecologically  sensitive  fuel  facilities  as  well  as  a  readily  available  mechanism 
to  support  the  cost  of  emergency  spill  response. 

Ozone  Depleting  Substances  (ODS)  Reserve.  In  1992,  DLA  was  chosen  to  manage 
the  Defense  Reserve  of  ODS  to  ensure  that  the  military  services  continue  to  have 
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a  supply  of  ODS  available  for  mission  critical  weapon  system  support.  We  have  pur- 
chased halon  and  chlorofluorocarbon  (CFC)  refrigerant  stocks  and  established  re- 
ceipt, storage,  recycling  and  testing  capabilities.  Our  reserve  serves  as  a  DOD-wide 
recovery  and  recycling  service  for  excess  halons  and  CFC  refrigerants.  Since  Janu- 
ary 1993,  over  2.5  million  pounds  of  ODS  have  been  turned  into  the  reserve  for  recy- 
cling and  reuse.  Our  operations  have  received  favorable  attention  from  DOD  cus- 
tomers. State  and  Federal  regulatory  authorities  and  international  groups  inter- 
ested in  ODS  recovery  and  recycling.  In  the  spirit  of  maximizing  efficiency,  we  have 
made  our  services  available  to  other  Federal  agencies  to  assist  them  in  maintaining 
their  ODS  inventories.  For  example,  the  Deiense  Logistics  Agency  and  the  U.S. 
Postal  Service  signed  a  special  agreement  on  Earth  Day,  April  21,  1995,  which  pro- 
vides for  the  reclamation,  processing,  handling,  and  storage  of  refrigerants  for  the 
Postal  Service  on  a  nationwide  basis.  We  are  particularly  proud  to  note  that  the 
manager  of  the  ODS  reserve  received  the  prestigious  Environmental  Protection 
Agency  Stratospheric  Ozone  Protection  Awara  for  1994  for  his  accomplishments  in 
managing  and  promoting  the  defense  ODS  Reserve  operations. 

CONCLUSION 

DLA  has  established  an  aggressive  environmental  program  founded  on  conducting 
our  activities  and  managing  our  facilities  in  full  compliance  with  environmental  re- 
quirements. Our  objective  is  to  implement  regulated  activities  in  an  open  manner, 
and  toward  this  end  we  have  stressed  the  initiation  of  partnering  efforts  to  promote 
communication  with  all  parties,  including  Federal  and  State  environmental  agen- 
cies, interested  members  of  the  public,  and  our  customers.  The  DLA  logistics  role 
places  us  in  e  particularly  good  position  to  implement  pollution  prevention  initia- 
tives with  broad  impact,  and  our  goal  is  to  provide  hazardous  material  management 
controls  at  the  wholesale  level  that  are  comparable  to  the  "pharmacy"  controls  being 
implemented  at  the  installation  level.  We  are  also  pleased  that  the  military  depart- 
ment relies  on  DLA  for  a  broad  array  of  environmental  support,  and  we  will  con- 
tinue to  provide  reliable  environmental  service  in  a  cost  effective  manner. 

Senator  McCain.  Thank  you,  sir.  Ms.  Kandaras. 

STATEMENT  OF  CHERYL  A.  KANDARAS,  PRINCIPAL  DEPUTY 
ASSISTANT  SECRETARY  OF  THE  NAVY  (INSTALLATIONS  AND 
ENVIRONMENT) 

Ms.  Kandaras.  Thank  you,  Mr.  Chairman. 

The  program  that  the  Department  of  the  Navy  is  presenting 
today  is  really  a  readiness-based  program.  It  is  driven  by  that.  It 
competes  with  many  of  the  elements  within  our  military  program, 
and  I  am  sure  you  can  imagine  that  that  competition  is  fierce. 
What  has  survived  is  what  you  have  before  you — areas  such  as  pol- 
lution prevention  which,  were  we  not  in  an  environmental  hearing, 
would  simply  be  good  business  practices  that  save  money  and  can 
be  used  for  other  military  purposes. 

Our  conservation  programs  protect  our  ranges  so  that  we  can 
continue  to  train  and  test  in  these  areas.  Our  compliance  allows  us 
to  operate,  and  when  we  find  problems  with  regulations,  with  laws, 
we  are  very  energetic  about  trying  to  get  those  resolved  rather 
than  meeting  those  rules  complacently. 

In  the  area  of  cleanup,  I  do  want  to  say  that  although  this  mav 
not  seem  a  readiness  issue,  it  is  in  fact  an  issue  where,  as  you  said. 
Senator  Glenn,  we  made  a  mess  and  we  need  to  clean  it  up.  Even 
within  that  realm,  what  we  are  doing  has  been  described  as  risk- 
based  management  and,  in  essence,  that  goes  to  help  answer  the 
CBO  report  and  the  concerns  of  not  doing  projects  that  do  not 
make  sense. 

We  do  those  with  the  highest  risk  first,  and  those  which  do  not 
have  as  high  of  a  risk  are  left  for  later  years.  That  is  the  approach 
we  are  using  in  our  efforts.  So,  the  level  of  funding  that  you  see 
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goes  to  the  most  important  issues  and  cleanups  that  we  have  be- 
fore us. 

Thank  you. 

[The  prepared  statement  of  Ms.  Kandaras  follows:] 

Prepared  Statement  by  Cheryl  A.  Kandaras,  Principal  Deputy  Assistant 
Secretary  of  the  Navy,  (Installations  and  Environment) 

Mr.  Chairman  and  distinguished  members  of  the  committee,  I  am  Cheryl  A. 
Kandaras,  Principal  Deputy  Assistant  Secretary  of  the  Navy  in  the  Office  of  the  As- 
sistant Secretary  of  the  Navy  (Installations  and  Environment).  I  am  pleased  to  ap- 
pear before  you  today  to  talk  about  the  Department  of  the  Navy's  environmental 
proCTam. 

My  statement  today  covers  three  broad  areas: 

•  a  brief  review  of  why  the  environmental  program  is  an  important  and  integral 
part  of  our  national  defense  mission; 

•  an  overview  of  our  fiscal  years  1996-1997  budget  request,  and  a  description  of 
the  funding  changes  from  the  current  fiscal  year  1995  program; 

•  a  more  detailed  discussion  of  specific  aspects  of  our  environmental  program. 
Throughout  this  statement,  I  hope  to  show  you  how  we  are  using  environmental 

funds  to  support  the  Department  of  the  Navys  central  mission:  providing  our  Na- 
tion with  potent,  combat-credible  naval  expeaitionary  forces  ready  to  fight  and  pre- 
vail at  key  forward-deployed  regions  around  the  world. 

WHY  an  environmental  PROGRAM 

Sometimes  it's  important  to  reflect  upon  why  we  invest  in  certain  programs.  Like 
most  large  corporations,  we  invest  in  an  environmental  program  for  a  number  of 
reasons.  We  believe  that  our  environmental  program  is  an  integral  part  of  our 
central  deterrence  and  warfighting  mission,  that  it  satisfies  our  legal  obligations, 
and  that  it  sustains  our  civic  role  to  protect  the  Nation's  future  health  and  welfare. 

We  recognize  that  restraints  on  our  access  to  the  oceans  of  the  world  or  to  shore 
based  training  areas  due  to  a  breach  of  environmental  standards  would  have  a  pro- 
found, immediate,  and  serious  impact  on  our  military  readiness.  Our  failure  to  meet 
an  environmental  standard  can  halt  a  training  exercise,  an  integral  part  of  unit 
readiness.  That  is  why  we  take  the  steps  necessary  at  sea,  or  in  the  air  comply  with 
all  applicable  environmental  laws  and  why  we  promote  environmental  objectives  in 
tandem  with  naval  operations. 

We  have  also  found  that  our  environmental  investments  in  compliance  and  pollu- 
tion prevention  programs  can  actually  increase  readiness  by  improving  our  mainte- 
nance processes.  I  will  later  describe  examples  of  environmental  investments  that 
shortened  maintenance  cycles,  reduced  costs,  improved  reliability,  reduced  air  emis- 
sions or  the  amount  of  hazardous  waste  generated.  They  can  also  improve  quality- 
of-life  in  the  workplace  by  reducing  the  exposure  of  our  civilian  and  military  mem- 
bers to  hazardous  material. 

Like  the  environmental  programs  of  corporate  America,  ours  mirror  the  greater 
attention  environmental  issues  have  had  at  the  national.  State,  and  local  levels  over 
the  past  two  decades.  Congress  has  enacted  over  40  environmental  laws  since  1970 
that  impact  private  industry  and  the  Department  of  the  Navy.  These  laws  are  sub- 
stantially amended  and  tightened  during  reauthorization.  Further,  each  State  en- 
acts its  own  environmental  statutes  and  implementing  regulations.  This  legislative 
growth  has  created  an  increasing  need  for  people,  and  for  projects,  to  meet  the  new 
standards.  The  result  for  both  private  industry  and  the  Navy  has  been  a  need  to 
change  the  way  we  do  business,  and  to  make  significant  new  investments  to  meet 
tighter  environmental  standards.  Failure  to  comply  with  environmental  statutes 
and  regulations  can  result  in  fines,  penalties,  criminal  and  civil  suits,  administra- 
tive proceedings,  court  orders,  cease  and  desist  orders  against  the  Department  of  the 
Navy,  or  some  of  our  people.  In  short,  environmental  compliance  is  the  lab  of  the 
land  and  of  the  sea,  and  we  must  obey. 

Beyond  the  strict  interpretation  of  the  law,  I  also  believe  we  have  an  ethical  re- 
sponsibility to  protect  the  natural  resources  entrusted  to  us.  We  must  ensure  that 
future  generations  inherit  a  healthy  ecosystem  that  can  sustain  development. 

However,  there  are  important  issues  that  must  be  faced  as  we  adjust  to  the  post- 
Cold  War  era.  Since  1991,  our  overall  budget  has  been  cut  by  nearly  one-fourth;  we 
have  decommissioned  almost  one-third  oi  our  ships;  we  are  implementing  three 
rounds  of  base  closure  and  realignments;  and  the  Secretary  of  Defense  has  just  an- 
nounced recommendations  for  round  four.  Our  environmental  program,  however, 
has  more  than  doubled  during  this  same  period. 
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Although  this  growth  attests  to  our  efTorts  to  characterize  and  comply  with  all 
legal  environmental  standards,  I  can  assure  the  committee  that  the  Department  of 
the  Navy  is  looking  for  ways  to  control  costs.  We  strongly  support  the  need  to  bal- 
ance environmental  costs  and  benefits,  and  to  use  risk  management  to  help 
prioritize  investments.  Working  with  the  Deputy  Under  Secretary  of  Defense  (Envi- 
ronmental Security),  the  military  components,  and  other  stakeholders  such  as  regu- 
lators, industry  representatives,  environmentalists,  and  community  groups,  we  have 
been  developing  just  such  an  approach  for  the  restoration  program  and  are  applying 
it  to  the  compliance  area. 

ENVIRONMENTAL  BUDGET 

The  elements  of  the  Department  of  the  Navy  fiscal  year  1996-1997  environmental 
budget  include  funding  for  cleanup  of  past  contamination,  compliance  with  current 
environmental  standards,  conservation  of  our  natural  and  cultural  resources,  invest- 
ments in  pollution  prevention  and  technology  development.  It  also  includes  environ- 
mental programs  for  base  realignment  ana  closure  (BRAC)  actions.  Cleanup  funds 
are  included  in  the  Defense  Environmental  Restoration  Account  (DERA).  Compli- 
ance, conservation,  pollution  prevention,  and  environmental  technology  funds  are  in- 
cluded in  the  Department  of  the  Navy  appropriations.  BRAC  funds  are  offset  from 
the  Deportment  of  the  Navy  appropriations  and  aggregated  into  the  Department  of 
I)efense  BRAC  budget  request. 

DEPARTMENT  OF  THE  NAVY  FISCAL  YEAR  1996/97 
ENVIRONMENTAL  BUDGET 

[Dollars  in  millions] 


Program 


Fiscal  years 


1995 


Cleanup $408  i$404  $423  $342 

Compliance  718  772  919  908 

Conservation  9  14  19  23 

Pollution  Prevention  62  100  110  105 

Technology  76  61  77  65 

BRAC  302  278  225  184 


Total  $1,575      $1,629      $1,773      $1,627 

'Includes  fiscal  year  1995  rescission  of  $67  million. 

The  environmental  program  benefits  from  several  other  sources  of  funds,  includ- 
ing the  Legacy  ProCTam;  the  Strategic  Environmental  Research  and  Development 
Program;  and  the  Defense  Environmental  Security  Technology  Certification  Pro- 
gram. 

Revenues  generated  from  agricultural  leasing  and  timber  harvesting  support  nat- 
ural resource  management  programs  on  our  bases.  Recycling  revenues  from  the  sale 
of  cans,  bottles,  and  newsprint  sustain  recycling  programs  on  our  bases  and  reduce 
solid  waste  disposal  costs,  while  recycling  profits  can  fund  recreational  projects.  Let 
me  briefly  explain  some  of  the  key  factors  driving  changes  in  our  fiscal  year  1996 
budget  request. 

•  Cleanup — the  fiscal  year  1995  amount  of  $404  million  includes  the  Department 
of  the  Navys  share,  $67  million,  of  the  $300  million  congressional  DERA  rescission. 
The  $19  million  increase  in  fiscal  year  1996  reflects  implementation  of  stabilized 
funding  for  the  Defense  Environmental  Restoration  Account. 

•  Compliance — the  $148  million  net  increase  in  fiscal  year  1996  funds  EPA  Class 
I  and  Class  II  requirements  at  Navy  and  Marine  Corps  bases  and  is  a  combination 
of:  a  $38  million  increase  for  procurement  and  installation  of  plastic  waste  proc- 
essors on  surface  combatants;  a  $32  million  increase  in  military  construction,  mostly 
in  the  area  of  wastewater  treatment;  a  $61  million  increase  in  Operations  and 
Maintenance  Accounts  for  Clean  Air  Act  requirements  including  air  emission  inven- 
tories, permits,  and  ozone  depleting  substance  concerns;  a  $41  million  increase  for 
Clean  Water  Act  requirements  including  permit  renewals  and  repairs  to  leaking 
wastewater  collection  systems  in  the  Operations  and  Maintenance  Accounts;  and  a 
$48  million  decrease  in  compliance  requirements  at  industrial  facilities  in  the  De- 
fense Business  Operations  Fund  due  to  reduced  workload  and  base  closures. 
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•  Conservation — the  $5  million  increase  in  fiscal  year  1996  is  due  to  additional 
wetland  and  endangered  species  studies  and  selected  cultural  preservation  efTorts 
under  the  National  Historic  Preservation  Act. 

•  Pollution  Prevention — the  $10  million  net  increase  in  fiscal  year  1996  is  a  com- 
bination of:  a  $42  million  increase  in  pollution  prevention  investments  under  Execu- 
tive Order  12856,  including  ODS  recycling,  hazardous  material/hazardous  waste  re- 
ductions efibrts,  solid  waste  reduction  efiorts,  toxic  release  reduction  efTorts  in  the 
Operations  and  Maintenance  Accounts;  a  decrease  of  $5  million  for  procurement  of 
pollution  prevention  eauipment;  and  a  $25  million  reduction  in  the  Defense  Busi- 
ness Operations  Fund  aue  to  reduced  workload  and  base  closures. 

•  Technology — the  $16  million  increase  in  fiscal  year  1996  is  due  to  additional 
research  in  shipboard  solid  waste  technologies. 

•  Base  Closure — the  $53  million  decrease  in  fiscal  year  1996  is  due  to  completion 
of  the  National  Environmental  Policy  Act  (NEPA)  studies;  completion  of  asbestos 
abatement,  Resource  Conservation  and  Recovery  Act  (RCRA)  hazardous  waste  stor- 
age facility  closures,  and  underground  storage  tank  closures;  and  fiscal  constraints. 

I  will  discuss  many  of  these  issues  later  in  my  statement. 

To  help  our  shore  installations  better  recognize  and  develop  budget  estimates,  the 
Navy  prepared  and  distributed  an  environmental  compliance  "cookbook"  to  all  its 
commands  and  major  installations.  The  cookbook  is  a  collection  of  common  sense 
"recipes"  for  complying  with  specific  aspects  of  environmental  laws,  along  with  cost 
estimates.  For  example,  RCRA  (and  our  own  policy)  requires  activities  that  generate 
hazardous  waste  to  nave  a  hazardous  waste  minimization  plan  in  place.  Our  "cook- 
book" listed  this  reauirement,  along  with  the  compliance  "recipe"  of  preparing  a  pol- 
lution prevention  plan  at  an  average  cost  of  $25,000  per  activity  tnat  will  leaa  to 
future  savings.  The  "cookbook"  gives  us  a  better  handle  on  compliance  costs,  and 
we  hope  it  will  preclude  future  notices  of  violation. 

I  will  now  discuss  specific  aspects  of  our  program.  Although  I  will  talk  about  the 
cleanup,  compliance,  conservation,  and  pollution  prevention  programs  individually, 
they  are  often  mutually  supportive.  Our  environmental  technology  program  spans 
all  four  areas. 

CLEANUP 

The  Installation  Restoration  Program,  more  commonly  called  the  cleanup  pro- 
gram, is  designed  to  discover,  investigate,  characterize,  and  clean  up  contaminated 
sites  on  Navy  and  Marine  Corps  installations.  Two  Federal  laws  are  the  primary 
drivers:  the  Comprehensive  Environmental  Response,  Compensation,  and  Liability 
Act,  or  CERCLA,  as  amended  by  the  Superfund  Amendments  and  Reauthorization 
Act  (SARA),  and  RCRA,  which  includes  cleanup  from  leaking  underground  storage 
tanks  (USTs).  Since  the  Department  of  the  Navy  cleanup  program  began  in  1980, 
we  have  examined  nearly  300  Navy  and  Marine  Corps  installations  and  identified 
over  4,100  potentially  contaminated  sites  at  active  and  BRAC  locations.  Through 
preliminary  studies  and  investigations  or  site  remediation,  we  have  been  able  to 
"close  out"  1,064  of  these  sites.  We  have  2,280  active  sites  at  non-closure  bases,  and 
760  active  sites  at  BRAC  locations.  The  primary  contaminants  found  on  our  installa- 
tions are,  in  order:  petroleum,  oil  and  lubricants,  solvents,  heavy  metals,  and  PCBs. 

DEPARTMENT  OF  NAVY  CLEANUP  SITE  STATUS 


SUlUB 


Total 


Closed  sites  940 

Active  sites  2,280 

(Study  underway)  (2,025) 

(Design  underway) (62) 

(Cleanup  underway)  (141) 

(Future  action)  (52) 

Interim  actions 130 


103 

1,064 

760 

3,040 

(714) 

(2,739) 

(23) 

(85) 

(16) 

(157) 

(7) 

(59) 

17 

147 

Funding  for  the  cleanup  program  comes  from  DERA,  the  Defense  Department's 
equivalent  to  the  EPA  "Superlund."  Once  authorized  and  appropriated,  our  share 
of  DERA  is  transferred  to  tne  Department  of  the  Navy  appropriations  and  executed 
by  the  Naval  Facilities  Engineering  Command  and  its  Engineering  Field  Divisions 
for  both  Navy  and  Marine  Corps  installations  on  U.S.  territory. 

I  am  especially  proud  of  the  performance  of  our  cleanup  program  in  the  last  year. 
We  continue  to  execute  larger  portions  of  our  DERA  budget  on  actual  "shovel  in  the 
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ground"  cleanups  while  limiting  the  amount  of  money  spent  for  studies  and  manage- 
ment. We  have  accomplished  this  by  early  identification  of  cleanup  opportunities, 
use  of  our  Remedial  Action  Contracts,  and  the  cooperation  and  support  of  regulators 
and  the  community. 

That  is  not  to  say  that  we  can  do  without  studies,  as  some  believe.  Studies  are 
an  integral  part  of  the  cleanup  effort,  not  just  some  paperwork  shuffling.  Just  as 
a  military  commander  must  first  conduct  surveillance  and  reconnaissance  of  the 
enemy,  then  develop  a  detailed  battle  plan  before  marshalling  attacking  forces,  we 
must  first  understand  the  types,  locations,  and  severity  of  tne  contamination,  as 
well  as  the  geophysical  characteristics  of  the  site  before  we  can  act  to  remove  it. 
Thorough  preliminary  investigation  can  prevent  unnecessary  cleanup  expenses  if 
the  analysis  uncovers  no  evidence  of  contamination.  We  need  to  mamtain  a  level 
of  studies  that  will  provide  the  analytic  basis  for  future  cleanup  actions.  Our  fiscal 
year  1995  levels  of  60  percent  cleanups  30  percent  studies,  and  10  percent  manage- 
ment are  about  where  we  need  to  stay. 

MORE  CLEANUP,  LESS  STUDIES 


r»-»< 


We  have  extended  our  partnering  efforts  to  Federal  and  State  regulators. 
Partnering  with  regulators  saves  time  and  money  by  avoiding  protracted  volleys  of 
letters  back  and  forth.  It  allows  us  to  focus  on  cooperative  decisionmaking  that  is 
in  the  best  interest  of  taxpayers.  Most  recently,  we  "re-invented"  the  way  we  do  Fed- 
eral Facilities  Agreements  (FFAs)  at  National  Priority  List  sites.  In  partnership 
with  EPA  Regions  and  the  States,  we  now  have  agreements  that  better  refiect  the 
dynamics  of  remediation  efforts,  and  place  decisions  about  scope  and  timing  of  ac- 
tions in  the  hands  of  our  project  managers,  not  our  attorneys.  Our  partnering  efforts 
extend  to  the  citizens  around  our  bases  as  well.  Our  Restoration  Advisory  Boards 
(RABs),  an  outgrowth  of  fast  track  cleanup  at  closing  bases,  are  jointly  chaired  by 
a  Navy  official  and  a  citizen  elected  by  the  community.  They  are  open  forums  for 
members  of  the  local  community  to  better  understand  the  nature  and  severity  of  any 
contamination,  and  have  a  voice  in  the  decisionmaking  process. 

NEW  DERA  MANAGEMENT  TOOLS 

As  I  stated  earlier,  we  are  playing  close  attention  to  cost.  We  have  developed  a 
number  of  new  tools  for  analysis  of  our  cleanup  program:  a  site  by  site,  i.e.,  "bottom 
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up"  cost  estimate,  a  Five-Year  Program  Plan,  and  a  relative  risk  management  anal- 
ysis of  our  entire  program.  The  common  denominator  for  all  of  these  tools  is  the 
site,  which  we  are  using  for  planning,  programming,  and  budgeting  purposes. 

Our  site-by-site  cost  estimate  covers  each  of  the  2,280  active  sites  in  our  program. 
We  have  long  felt  that  the  remedial  project  manager  who  manages  the  day-to-day 
cleanup  decisions  at  an  installation  has  the  best  grasp  of  what  it  would  take  to 
clean  up  the  installation.  Our  cost  estimate,  which  totals  $5.2  billion  for  all  active 
Navy  and  Marine  Corps  sites  (excluding  BRAG  88,  91  and  93  locations),  is  based 
on  interviews  with  each  remedial  project  manager  as  to  the  nature  and  extent  of 
contamination.  We  then  filtered  these  estimates  through  a  modified  Air  Force  cost 
model  to  standardize  costs.  The  result  is  an  estimated  cost  for  each  individual  active 
site  in  our  program,  which  we  used  to  build  our  fiscal  year  1996/97  budget  request. 
We  will  continue  to  update  our  cost-to-complete  data  as  new  information  becomes 
available. 

We  have  also  developed  a  Five-Year  Cleanup  Plan  for  active  and  BRAC  installa- 
tions. This  document  describes  the  status  of  cleanup  at  each  of  our  installations,  in- 
cluding BRAC  locations.  Most  importantly,  it  serves  as  a  road  map,  and  a  measure- 
ment tool,  for  what  we  want  to  accomplish  at  each  individual  site  over  the  next  5 
years. 

Of  course,  our  plans  are  contingent  upon  the  availability  of  funding.  These  plans 
represent  promises  to  the  community  to  cleanup  contamination.  We  invest  hundreds 
of  hours  to  organize  the  myriad  of  engineering  and  logistical  aspects  of  each  project. 
In  contrast,  I  think  you  will  agree  that  the  DERA  program  has  been  on  a  financial 
roller  coaster  ride  for  the  last  several  years — with  the  Department  of  Defense  sub- 
mitting larger  budget  requests  arising  from  DOD  and  regulator  desires  to  accelerate 
cleanup,  EPA  adding  military  bases  on  the  National  Priorities  List,  and  the  Con- 
gress increasingly  reluctant  to  fund  it.  The  annual  Department  of  Defense  DERA 
budget  request  nas  been  cut  by  $300  million  in  fiscal  year  1993,  $347  million  in  fis- 
cal year  1994,  and  $700  million  in  fiscal  year  1995.  The  latter  consists  of  a  $400 
million  budget  cut,  and  a  recent  $300  million  rescission  of  fiscal  year  1995  appro- 
priated funds.  I  will  discuss  the  impact  of  the  rescission  later. 

PROJECTED  ACCOMPLISHMENTS 

[Based  on  Current  Funding] 

Fiscal  years 
DERA  Actions  


1995 


Studies  completed  472  406 

Cleanups  completed  157  156 

Interim  cleanups  completed  152  68 

Sites  closed  out 347  248 

Fiscal  year  1995  prior  to  rescission. 

"re-inventing"  restoration 

We  need  to  "re-invent"  management  of  the  Installation  Restoration  Program.  In 
the  past,  we  submitted  budgets  based  on  regulatory  orders  or  agreements  we  had 
negotiated  and  signed  with  Federal  and  State  regulators.  In  fact,  this  was  the  only 
way  to  secure  DERA  funding  under  DOD  policy.  Unfortunately,  these  agreements 
were  not  "resource  constrained,"  and  we  had  no  real  way  to  prioritize  cleanup  efTorts 
for  various  sites  on  an  installation,  or  across  different  installations.  The  agreements 
simply  required  us  to  ask  Congress  for  the  money.  More  signed  agreements,  greater 
regulator  participation,  and  new  bases  added  to  the  National  FViorities  List  by  EPA 
resulted  in  a  larger  DERA  budget  request.  Funding  to  meet  these  requirements 
consumed  a  growing  commitment  of  funds  from  a  decreasing  Department  of  Defense 
budget. 

Unpredictable  funding  levels  exacted  a  toll  in  the  field,  where  remedial  project 
managers  and  regulators  had  to  revise  work  plans,  deadlines  and  contract  schedules 
that  were  now  unachievable  due  to  reduced  funding  levels.  Time  and  effort  has  been 
wasted  that  certainly  has  not  expedited  cleanup.  Clearly,  a  new  approach  was  need- 
ed. 

The  Department  of  Defense  has  taken  two  important  steps  toward  stabilizing  en- 
vironmental cleanup  funding.  First,  the  Secretary  of  Defense  has  set  DERA  funding 
at  $1.6  billion  across  the  FYDP.  We  strongly  support  a  stable  funded  DERA  pro- 
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gram  that  will  allow  us  and  the  stakeholders  to  more  realistically  manage  remedial 
project  schedules  and  workload. 

Second,  the  Department  of  Defense  is  moving  forward  to  implement  a  new 
prioritization  scheme  based  on  relative  risk  management.  This  will  not  avoid  clean- 
up of  any  contaminated  sites.  We  fully  recognize  and  accept  our  legal  responsibility, 
as  well  as  our  moral  obligation  as  citizens,  to  do  so.  Since  we  cannot  reasonably  and 
financially  do  everything  first,  relative  risk  seeks  to  identify  those  sites  that  pose 
a  greater  health  and  safety  risk  for  first  action.  We  can  then  focus  our  enei^  and 
resources  on  these  high-risk  sites  within  known  fiscal  boundaries. 


Relative  Risk  Summary 


snt5 


COST 


H  HIGH 
Q  MEDIUM 

Qlow 


Relative  risk  considers  the  relationship  between  the  contaminant(s),  the 
pathway(s)  that  the  contaminant  may  travel,  and  the  receptoKs),  i.e.,  human,  ani- 
mal and  plant,  that  can  be  adversely  affected.  Risk  management  then  combines  ana- 
lytic and  subjective  factors,  along  with  input  from  regulators  and  the  community, 
into  a  relative  risk  of  "high,"  "medium,"  and  "low."  The  Department  of  the  Navy  led 
a  DOD  efibrt  to  establish  relative  risk  standards  for  use  oy  all  DOD  components. 
I  am  pleased  to  say  that  we  have  a  relative  risk  category  for  all  of  our  non-BRAC 
sites. 

It  might  be  an  attractive  option  for  some  to  limit  funding  to  only,  say,  high-risk 
sites.  \^  must  give  preference  to  high-risk  sites,  but  remain  flexible  within  a  stable 
funded  program  to  ao  selected  medium  and  even  low-risk  sites.  For  example,  the 
mai^nal  cost  of  having  the  remediation  contractor  take  care  of  a  low-risk  site  adja- 
cent to  a  similarly  contaminated  high-risk  site  may  make  good  business  sense,  rath- 
er than  re-mobilizing  the  contractor  years  later.  Failure  to  clean  up  a  medium  risk 
site  in  a  timely  manner  could  result  in  its  moving  to  high-risk,  causing  more  dam- 
age and  costing  more  money  to  clean  up.  The  bottom  line  is  that  we  need  the  Hexi- 
buity  to  package  sites  for  remediation  into  projects  that  make  both  common  sense 
and  business  sense. 

IMPLEMENTING  THE  FISCAL  YEAR  1995  RESCISSION 

Implementing  the  rescission  was  a  difficult  task,  given  that  it  occurred  midway 
through  the  fiscal  year,  after  about  half  of  our  program  had  already  been  obligated. 
We  used  relative  risk  in  deciding  which  of  the  remaining  unobligated  fiscal  year 
1995  projects  could  be  cut  to  accommodate  our  $67  million  share  of  the  $300  million 
rescission.  In  the  aggregate,  we  cut  funds  for  studies  and  actual  cleanup  at  49  in- 
stallations across  the  country.  We  cut  $24.7  million  in  low  relative  risk  and  $23  mil- 
lion of  medium  relative  risk  projects.  This  represented  all  remaining  unobligated 
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low  and  medium  relative  risk  projects.  Since  this  was  insufficient  to  meet  our  share 
of  the  rescission,  we  also  cut  $19.1  million  in  high  relative  risk  projects.  To  try  to 
minimize  the  impact  in  the  field,  we  selectively  deferred  high  relative  risk  projects 
planned  for  award  late  in  the  4th  quarter.  We  will  reconsider  these  projects  as  we 
ouild  an  fiscal  year  1996  execution  plan  in  coordination  with  stakeholders. 

These  cuts,  on  top  of  previous  budget  cuts,  will  do  more  than  just  slow  progress 
and  stretch  out  the  program.  There  is  a  very  real  impact  at  the  base  and  in  the 
surrounding  community.  For  example,  we  had  to  cut  $2  million  for  a  high  risk 
cleanup  project  at  Pearl  Harbor,  Hawaii  Fleet  Industrial  Supply  Center,  where  ar- 
senic ana  lead  contaminate  the  soil  above  a  drinking  water  aquifer.  The  land  is  also 
slated  for  transfer  to  the  City  of  Honolulu  as  part  oi  on  agreement  under  which  the 
State  of  Hawaii  provided  funds  for  the  Ford  Island  bridge.  We  are  liable  for  bond 
interest  which  financed  Hawaii's  construction  of  the  bridge  if  we  cannot  provide  the 
State  of  Hawaii  with  clean  parcels  bv  June  1996.  Similarly,  we  had  to  cut  a  $3.6 
miUion  high  risk  cleanup  at  Norfolk,  Virginia  Naval  Base,  where  surface  runoff  and 
groundwater  contaminated  with  TCE,  PCE,  and  other  solvents  are  leaching  into  the 
Elizabeth  River  and  Willoughby  Bay,  which  both  drain  into  important  recreational 
and  commercial  fishing  areas  in  the  Chesapeake  Bay.  There  are  numerous  other  ex- 
amples. 

Experience  leads  us  to  conclude  that  the  cleanup  program  needs  to  (1)  have  ade- 
quate, consistent,  and  predictable  funding,  and  (2)  a  better  method  of  prioritizing 
requirements.  I  ui^e  you  to  support  the  twin  concepts  of  a  stable  funded  cleanup 
program,  and  the  use  of  risk  management  in  assigning  program  priorities.  Both  of 
these  concepts  are  embodied  in  our  fiscal  year  1996/97  budget  request. 

COMPLIANCE 

The  Compliance  Program  supports  our  efTorts  to  meet  existing  environmental  re- 
quirements for  our  current  operations  and  industrial  processes.  The  principal  chal- 
lenges here  are  under  the  Clean  Water  Act,  which  regulates  wastewater  treatment 
and  other  discharges  into  the  water;  the  amended  Clean  Air  Act;  the  Toxic  Sub- 
stances Control  Act,  which  regulates  the  management  and  disposal  of  PCBs;  and  the 
hazardous  and  solid  waste  provisions  of  RCRA.  Compliance  programs  are  imple- 
mented by  every  major  Navy  and  Marine  Corps  activity. 

Much  of  our  compliance  budget  consists  of  one-time  Class  I  and  Class  H  environ- 
mental projects  to  meet  existing  environmental  standards.  Class  I  projects  are  those 
requirea  to  meet  a  compliance  deadline  that  has  already  passed;  Class  II  projects 
are  required  to  meet  a  specific  future  deadline.  Our  policy  is  to  fund  all  Class  I 
projects  as  soon  as  they  can  be  accomplished,  and  to  fund  all  Class  II  projects  in 
time  to  meet  the  regulatory  deadline. 

Most  of  the  Class  I  and  Class  II  funding  is  in  the  Operation  and  Maintenance 
Accounts  and  the  Defense  Business  Operations  Fund.  These  accounts  also  support 
salaries  and  training  for  our  environmental  personnel,  hazardous  waste  manage- 
ment and  disposal  costs,  environmental  permit,  fees,  and  other  routine  costs. 

rd  like  to  highli^t  a  few  specific  compliance  issues. 

SHIPBOARD  SOLID  WASTE  DISCHARGES 

The  1994  Defense  Authorization  Act  amended  the  1987  Act  to  prevent  pollution 
from  ships,  extending  the  compliance  deadline  for  the  discharge  of  plastic  waste 
anywhere  in  the  ocean,  and  the  discharge  of  other  solid  waste  (except  food  waste) 
in  designated  special  areas.  The  new  compliance  schedules  were  arrived  at  after 
much  negotiation  with  Congress  and  interested  environmental  groups. 

•  Navy  submits  compliance  plan  in  1996; 

•  No  discharge  of  plastic  by  surface  ships  after  1998; 

•  No  discharge  oi  non-food  solid  waste  by  surface  ships  in  special  areas  aft«r 
2000; 

•  No  discharge  of  plastic  or  non-food  solid  waste  by  submarines  in  special  areas 
after  2008. 

The  development  of  the  plastic  waste  processor  (PWP)  is  an  excellent  example  of 
an  environmental  technology  we  developed  because  it  was  not  commercially  avail- 
able. This  device,  to  be  installed  on  surface  ships,  will  shred  and  melt  plastic  wasted 
into  sanitized  bricks  for  storage  and  recycling  or  disposal  ashore.  We  have  com- 
pleted the  independent  operational  evaluation  (OPEVAL)  of  the  PWP  design  during 
a  6  month  deployment  of  the  U.S.S.  George  Washington  to  the  North  Atlantic  and 
Mediterranean  seas.  We  released  the  PWP  Request  for  Proposal  on  September  29, 
1994,  as  required  by  the  1994  Defense  Authorization  Act.  The  Navy's  Acauisition 
Review  Board  reviewed  and  approved  Milestone  III  this  January,  allowing  tne  PWP 
to  proceed  to  production  and  deployment.  Contract  bids  were  opened  on  January  25, 
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1995,  with  contract  award  set  by  July  1,  1995.  We  expect  to  meet  the  Act's  Decem- 
ber 1998  deadline  for  installing  PWPs.  Incidentally,  by  modifying  operational  proce- 
dures and  short  stays  in  "in  efTect"  special  areas,  the  Navy  reported  no  discharges 
in  the  first  annual  report  required  by  the  Act. 

Reducing  the  amount  of  plastics  that  are  brought  aboard  ship  is  the  objective  of 
PRIME,  our  Plastics  Reduction  in  the  Marine  Environment  Program.  We  have  re- 
viewed 516,000  Navy  managed  line  items  in  our  supply  system,  which  will  eliminate 
over  500,000  pounds  of  plastic  entering  the  supply  system  annually.  One  good  exam- 
ple is  the  substitution  of  a  high  strength,  natural  fiber,  wiping  towel  in  place  of  the 
plastic  reinforced  "scrim"  towel  previously  used  aboard  ship.  This,  along  with  100 
percent  paper  cups,  cellulose  based  twine,  and  other  similar  efforts  has  helped  cut 
the  amount  of  plastic  aboard  ships. 

New  Wiping  Towel 

Cellulose  based  wiping  towel  has  no  plastic,  is  100  percent  biodegradable, 
more  absorbent,  equal  in  strength,  made  of  100  percent  recycled  paper  (25  per- 
cent post  consumer  waste),  with  fiber  mesh  designed  not  to  entrap  fish  or  ani- 
mals, AND  cost  50  percent  less  than  scrim  towel. 

We  have  also  been  addressing  the  other  solid  waste  (e.g.,  glass,  metal  cardboard) 

R revisions  of  the  Act,  with  particular  regard  to  submitting  a  report  to  Congress  by 
fovember  1996  on  our  ability  to  meet  the  "special  area '  restrictions  for  surface 
ships  and  submarines.  As  you  know,  the  Act  has  provisions  for  Congress  modifying 
the  requirements  "as  appropriate"  afler  reviewing  the  Navy  plan. 

Our  approach  has  been  to  do  a  zero-based  analysis  of  all  procedures  and  tech- 
nologies for  shipboard  solid  waste  management.  This  past  May,  the  Under  Secretary 
of  the  Navy  established  a  Ships  Solid  Waste  Executive  Steering  Committee  to  over- 
see the  analysis  and  preparation  of  the  report  to  Congress.  Ms.  Elsie  Munsell,  the 
Deputy  Assistant  Secretary  of  the  Navy  (Environment  and  Safety)  in  my  office 
chairs  the  Steering  Conmiittee. 

To  help  us  with  our  analysis,  we  have  chartered  two  independent  efforts:  the  Na- 
tional Academy  of  Sciences  Naval  Studies  Board  is  reviewing  both  short  and  long- 
term  technologies  and  the  Center  for  Naval  Analyses  is  studying  the  feasibility  of 
onboard  storage,  retention,  and  transfer  to  shore  options.  We  held  a  public  meeting 
last  September  to  solicit  public  and  industry  input. 

At  this  point,  no  new,  timely,  cost-effective  technological  solution  has  emerged  for 
non-plastic  solid  waste  in  "special  areas."  While  our  analysis  is  not  yet  complete, 
I  can  assure  you  that  we  intend  to  carefully  balance  costs,  environmental  benefits, 

f)racticality,  and  operational  issues  of  the  shipboard  solid  waste  management  prob- 
em  in  our  report  due  to  Congress  in  November  1996. 

CLEAN  AIR  ACT 

Compliance  with  the  mandates  of  the  Clean  Air  Act  (CAA)  presents  perhaps  our 
most  formidable  fiscal  challenge  for  the  future.  The  Department  of  the  Navy  is  the 
lead  service  for  CAA  implementation  issues  in  the  Department  of  Defense.  A  Navy 
study  a  few  years  ago  estimated  that  the  future  costs  for  CAA  compliance  could 
reach  $2  billion. 

The  CAA  amendments  of  1990  requires  the  EPA  to  issue  over  200  regulations  in 
this  decade.  EPA  and  State  regulators  are  only  now  issuing  many  of  these  regula- 
tions. Much  of  our  expenditures  so  far  have  been  for  air  emission  testing  and  analy- 
sis in  support  of  emission  permits.  We  are  working  closely  with  EPA  and  State  regu- 
lators on  these  new  regulations,  e.g.,  the  development  of  State  Implementation 
Plans  (SIP)  and  Federal  Implementation  Plans  (FIP)  in  those  locations  designated 
as  non-attainment  areas.  We  want  to  make  sure  that  the  SIPs  and  FIPs  properly 
reflect  a  balanced  approach  among  military,  industrial,  commercial,  and  individual 
contributions  toward  a  shared  goal  of  improving  regional  air  quality.  For  example, 
we  will  be  conducting  a  joint  study  with  EPA  and  local  officials  on  air  emission  from 
naval  and  commercial  ship  trafTic  off  the  coast  of  Ventura  County,  California. 

One  way  to  cut  air  emissions  is  to  use  alternative  fuel  vehicles.  We  have  more 
than  700  vehicles  running  on  clean  burning  natural  gas  in  San  Diego  and  Ventura 
Counties  in  California,  and  in  the  District  of  Columbia.  We  are  working  with  local 
gas  utilities  to  provide  the  necessary  "filling  stations."  We  hope  to  convert  another 
1,1(X)  vehicles  to  natural  gas  this  year  that  will  cut  264  tons  of  air  emissions  over 
the  7  year  life  of  the  vehicles.  It  costs  about  55,000  to  convert  a  vehicle  to  natural 
gas.  The  cost  of  conversion  is  balanced  by  fuel  savings,  mobile  emission  credits,  and 
other  factors. 
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POLLUTION  PREVENTION 

During  the  past  year,  we  have  continued  to  increase  our  focus  on  pollution  pre- 
vention strategies.  Money  invested  in  this  efTort  avoids  extensive  future  cleanup 
problems  and  hazardous  waste  disposal  costs.  This  paradigm  shift,  toward  pollution 
prevention  and  away  from  traditional  forms  of  "end-of-the-pipe"  waste  management 
and  treatment,  is  a  key  to  our  environmental  compliance  and  cost  control  strategy. 
Ihiring  the  past  year,  we  developed  a  detailed  milestone  plan  for  meeting  the  DOD 

Rollution  prevention  strategy.  Tnis  detailed  plan  spans  tne  spectrum  oi  Navy  and 
larine  Corps  activities,  encourages  individual  commitment,  and  will  become  the 
grimary  means  of  achieving  and  maintaining  compliance  with  all  applicable  Federal, 
tate,  and  local  environmental  regulations. 

In  addition  to  source  reduction,  we  want  to  increase  awareness  of  pollution  pre- 
vention through  educational  initiatives,  enhance  the  pollution  prevention  ethic  of 
our  work  force,  share  evolving  technology  with  other  stakeholders,  and  foster  consid- 
eration of  prevention  throughout  the  life  cycle  of  weapon  systems,  equipment  and 
facility  designs.  It  will  help  sustain  readiness  by  reducmg  treatment,  handling,  and 
disposal  costs  for  hazardous  materials.  It  will  also  improve  quality-of-life  in  the 
workplace  by  reducing  occupational  hazards  to  our  people. 

Our  hazardous  waste  generation  data  suggests  that  this  is  one  area  where  we  are 
making  progress.  The  amount  of  hazardous  waste  generated  during  1993,  the  latest 
year  for  which  we  have  data,  shows  a  significant  drop  of  about  40  million  pounds 
from  the  previous  vear.  This  reduction  is  due  to  such  actions  as  the  replacement 
of  1,1,1-Trichloroetnane,  Methylene  Chloride,  and  other  solvents  with  less  hazard- 
ous or  non-hazardous  materials.  Paint  containing  lead  or  chromium  is  another 
waste  stream  being  eliminated  by  material  substitution. 

We  developed  a  Pollution  Prevention  Planning  Guide,  and  prototyped  it  at  the 
Navy's  two  Navy  Environmental  Leadership  Program  (NELP)  bases:  Naval  Station 
Mayport,  Florida,  and  Naval  Air  Station  North  Island,  California.  Both  of  these  in- 
stallations have  volunteered  to  be  showcases  for  environmental  excellence.  We  wiU 
be  distributing  model  pollution  prevention  plans  to  all  bases  next  month,  and  have 
held  a  number  of  pollution  prevention  workshops  across  the  country.  All  non-BRAC 
bases  must  develop  installation  specific  pollution  prevention  plans  by  the  end  of  this 
year. 

To  further  support  this  effort,  we  have  money  in  the  budget  to  centrally  procure 
and  install  pollution  prevention  equipment  at  our  industrial  facilities.  The  Naval 
Facilities  Engineering  Service  Center  will  work  with  the  major  commands  to  iden- 
tify their  pollution  prevention  equipment  needs.  They  will  then  buy,  deliver,  install, 
train  operators,  ana  provide  the  necessary-  logistical  support  for  it.  Pollution  preven- 
tion equipment  helps  military  readiness  because  it  saves  money,  cuts  turnaround 
time  for  the  maintenance  cycle,  improves  maintenance  reliability,  and  from  an  envi- 
ronmental perspective,  cuts  air  emissions  and  hazardous  waste  disposal  needs  and 
costs. 

Pollution  Prevention  Investments 

•  Aqueous  parts  washer  functions  like  a  high-pressure  dishwasher.  Eliminates 
ODS  use,  cuts  water  consumption  by  87  percent.  NADEP  Jacksonville  reports  an- 
nual cost  avoidance  of  $453,000. 

•  Laser  particle  counter  tests  hydraulic  fluid  for  contaminants.  Eliminates  ODS 
use,  improves  accuracy,  cuts  turnaround  time  by  90  percent,  saves  $200,000  per 
year. 

•  Hydraulic  fluid  purifiers  filter  out  contaminants.  Eliminates  need  to  flush  and 
clean  hydraulic  systems. 

•  Unicoat  paint  replaces  two-coat  system.  Cuts  VOCs  and  HW  by  67  percent, 
man  hours  by  50  percent,  maintenance  time  by  50  percent. 

You  may  recall  my  discussion  of  CHRIMP,  the  Navy's  Consolidated  Hazardous 
Material  Keutilization  and  Inventory  Management  Program  during  this  committee's 
environmental  hearing  last  year.  CHRIMP  provides  centralized  life  cycle  control  and 
management  of  hazardous  material  (HM)  and  hazardous  waste  (HW).  It  establishes 
a  chain  of  authorized  ownership  for  each  use  of  HM  from  the  time  it  is  procured 
to  the  time  it  is  used  or  disposed.  CHRIMP  has  cut  HM  procurement  by  virtually 
eliminating  each  units  own  supply  locker  of  HM.  Our  Naval  Supply  Systems  com- 
mand has  Deen  instrumental  in  propagating  CHREMP  ashore  ana  afloat  with  inten- 
sive training  for  fleet  personnel,  and  centralized  procurement  and  distribution  of 
computer  hardware  ana  software.  They  have  established  HM  Minimization  Centers 
at  the  10  fleet  and  Industrial  Supply  Centers  to  coordinate  regional  CHRIMP  ef- 
forts. So  far,  we  have  initiated  CHKIMP  at  73  shore  activities  and  140  ships,  and 
will  phase  in  the  rest  in  the  next  few  years.  The  Marine  Corps  is  implementing  the 
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CHRIMP  philosophy  through  improved  hazardous  material  management  and  control 
practices. 

In  addition  to  CHRIMP,  we  are  developing  an  afloat  pollution  prevention  pro- 
gram. Fleet  commanders  have  nominated  ships  to  serve  as  test  platiorms.  We  hope 
to  identify  promising  technologies  and  management  options  for  fleet  wide  use  in  the 
future. 

SHIPBOARD  EFFLUENT  DISCHARGES 

All  ships  produce  effluent  discharges  subject  to  regulation  under  the  Clean  Water 
Act  as  part  of  normal  ship  operations:  blackwater  (sewage),  greywater  (wastewater 
from  galley  sinks,  showers),  bilge  water,  boiler  blowdowns,  water  runoff  from  the 
ship's  deck  and  some  leachate  from  hull  biocide  coatings. 

Approximately  88  percent  of  our  ships  have  oil/water  separators  to  treat  bilge 
water  to  international  standards,  and  about  65  percent  have  oil  content  monitors 
to  ensure  that  bilge  water  discharges  meet  the  standards.  All  our  ships  have  Collec- 
tion, Holding  and  Transfer  (CHT)  systems  that  allow  ships  to  transit  coastal  zones 
without  releasing  sewage,  as  required  by  the  Clean  Water  Act.  All  but  a  few  ships 
can  use  the  CHTs  to  collect  and  hold  greywater  while  in  port.  All  Navy  port  facili- 
ties have  provisions  for  unloading  CHTs  while  the  ship  is  at  the  pier.  We  will  mod- 
ify ships  unable  to  collect  greywater  when  they  are  scheduled  for  shipyard  mainte- 
nance in  the  next  few  years. 

For  a  number  of  years,  we  have  pursued  a  legislative  change  to  the  Clean  Water 
Act  to  permit  the  establishment  of  uniform  national  discharge  standards  for  dis- 
charges incidental  to  the  normal  operation  of  a  ship.  Such  standards  would  yield 
considerable  benefits.  National  standards  could  be  set  at  levels  that  are  technically 
challenging  but  still  achievable,  considering  both  the  cost  of  implementation  and  its 
environmental  effectiveness.  Standards  would  be  set  for  some  discharges  not  cur- 
rently regulated.  Once  established.  States  would  have  enforcement  authority.  Na- 
tional standards  would  allow  the  Navy  to  plan  and  design  specific  control  devices 
or  techniques  for  its  current  fleet  and  for  future  ship  designs.  Discharges  found  to 
be  environmentally  insignificant  would  be  exempted  from  further  Federal  or  State 
regulation. 

We  have  held  meetings  with  EPA  and  interested  environmental  organizations,  in- 
dividuals, and  congressional  staff  to  further  develop  this  concept.  Last  year,  the 
President  submitted  a  Uniform  National  Discharge  Standards  Proposal  as  part  of 
the  administration's  position  on  the  Clean  Water  Act  Reauthorization.  Uniform  na- 
tional standards  are  a  win-win  situation  for  all  parties  and  the  environment.  We 
stand  ready  to  pursue  this  initiative  in  either  the  Clean  Water  Act  Reauthorization 
or  other  legislation  this  year. 

OZONE  DEPLETING  SUBSTANCES  (ODS) 

We  continue  to  curtail  the  use  of  ODS  in  our  weapon  systems  and  shore  facilities; 
it  is  quite  a  challenge.  ODSs  are  used  for  jamming  pods,  radars,  engine  nacelles, 
aircraft  fuel  tanks,  weapon  systems,  fire  suppression,  refrigeration,  electronic  clean- 
ing, solvents,  and  air  conditioning  systems.  (JDSs  include  CFC-11,  -12,  —113,  —114, 
Halon  1211,  1301,  and  methyl  chloroform.  Our  environmental  technology  research- 
ers have  joined  with  EPA  and  chemical  manufacturers  since  1989  to  identify,  test, 
and  qualify  non-ozone  depleting  alternatives. 

In  1993,  we  began  a  neet-wide  program  to  convert  shipboard  CFC-12  to  HFC- 
134a,  a  non-ozone  depleting  substance.  The  U.S.S.  Dewert  (FFG— 45)  was  the  first 
Navy  ship  to  be  "CFC-free"  for  shipboard  air  conditioning  and  refrigeration  (AC&R). 
So  mr,  10  ships  are  CFC-free  ana  90  AC&R  plants  have  been  converted  to  HFC— 
134a.  DDG-51  Flight  HA,  LPD-17,  the  U.S.S.  Ronald  Reagan  (CVN-76)  will  all 
have  HFC-134a  AC&R  plants.  The  CFC-12  Shipboard  Conversion  Program  extends 
to  the  year  2001,  when  all  plants  will  be  converted  or  retired.  Our  researchers  con- 
tinue testing  substitutes  for  CFC-114  systems  used  on  surface  ships  and  sub- 
marines, and  air  conditioning  systems  on  military  aircraft. 

Halons  are  used  in  fire  protection  and  explosion  suppression  systems  on  ships  and 
aircraft.  Despite  significant  mutual  research  with  industry,  we  have  not  found  a 
"drop-in"  replacement.  We  are  adding  more  space  and  weight  in  our  new  ship  and 
aircraft  designs  to  accommodate  halon  alternatives. 

We  substituted  a  test  gas  for  shipboard  Halon  1301  systems  in  1989  that  cut 
Halon  1301  procurement  hy  60  percent.  Our  Halon  1211  recovery  system  reduces 
annual  emissions  by  35  percent.  Over  380  of  these  systems  have  oeen  delivered  to 
U.S.  militaiy  bases  worldwide  under  the  Navy's  contract.  We  have  also  distributed 
over  1,000  CFC-12/HCFC-22  recovery  systems  to  Navy  and  Marine  Corps  activities, 
and  are  buying  CFC-1 1  and  CFC-1 14  recovery  systems  for  use  on  Navy  ships. 


169 

We  are  also  reducing  the  amount  of  CFCs  used  as  solvents  for  industrial  cleaning. 
In  the  19808  we  were  using  over  a  million  pounds  per  year  of  CFC-113.  Thanks 
to  our  environmental  technology  efforts,  it  is  now  down  to  70,000  pounds,  and  in 
a  few  years,  we  expect  to  reduce  that  to  zero. 

Even  with  the  success  of  our  environmental  technology  program  and  recovery/con- 
servation measures,  continued  use  of  certain  ODSs  for  mission  critical  applications 
must  continue  beyond  production  phaseout  dates.  We  must  put  the  safety  of  our 
people,  particularly  those  in  combat  situations,  first.  The  Defense  Logistics  Agency 
will  manage  the  Department  of  Defense  ODS  reserve  for  mission  critical  operations. 

ENVIRONMENTAL  CONSIDERATIONS  IN  THE  ACQUISITION  PROCESS 

We  must  plan  now  for  future  compliance.  While  most  of  our  funding  is  devoted 
to  cleanup  of  past  contamination  and  compliance  with  current  environmental  stand- 
ards, we  can  save  significant  time,  money,  and  future  effort  if  we  factor-in  environ- 
mental considerations  now  for  the  weapon  systems  and  platforms  of  the  future. 

Ms.  Nora  Slatkin,  the  Assistant  Secretary  of  the  Navy  (Research,  Development 
and  Acquisition)  and  her  staff  have  helped  instill  within  the  acquisition  community 
the  need  to  consider  life  cycle  environmental  factors.  The  Navy's  Acquisition  Review 
Board  considers  the  potential  for  environmental  impacts,  proposed  mitigation  meas- 
ures, and  pollution  prevention  eiTorts  at  each  milestone  review  before  proceeding  to 
the  next  jwiase  of  tne  acquisition.  Ms.  Slatkin  is  now  responsible  for  all  systems- 
related  NEPA  documents  as  well  as  ensuring  compliance  with  all  environmental 
laws,  regulations  and  executive  orders  in  Navy  acquisitions. 

Two  major  acquisition  programs  are  well  on  their  way  to  applying  this  approach. 
The  New  Attack  Submarine  program  manager  has  a  well  documented  pollution  pre- 
vention plan  to  ensure  that  this  weapon  platform  of  the  future  meets  all  applicable 
environmental  requirements  with  minimal  impact  on  readiness,  cost,  and  schedule. 
They  are  evaluating  90  different  adhesives,  55  oils  and  lubricants,  35  solvents,  4  re- 
frigerants, 41  welding  electrodes,  and  104  paints  used  in  submarine  construction 
and  maintenance  to  minimize  use  of  hazardous  materials.  They  are  reviewing  the 
design  of  standard  parts,  components,  and  materials  to  see  if  less  hazardous  mate- 
rials or  maintenance  practices  can  be  used.  They  plan  to  use  recycled  lead  ballast 
and  chromated  water  from  decommissioned  submarines. 

Similarly,  the  Marine  Corps'  Advanced  Amphibious  Assault  Vehicle  (AAAV)  pro- 
gram is  making  a  cradle-to-grave  assessment  of  the  full  range  of  environmental  im- 
pacts on  this  armored,  tracked  amphibious  combat  vehicle  to  be  fielded  in  the  year 
2005.  They  have  reviewed  environmental  issues  on  three  related  weapon  systems: 
the  current  AAV7A1,  the  Army's  Bradley  Fighting  Vehicle,  and  the  Army's  Abrams 
MlAl  Main  Battle  Tank.  They  will  rely  on  lethality  simulations  at  the  Army's  Bal- 
listic Research  Laboratory  to  minimize  the  cost  and  environmental  considerations 
of  doing  actual  firings.  They  are  evaluating  alternative  design  and  production  tech- 
niques, as  well  as  scheduled,  intermediate  and  depot  maintenance  needs  to  reduce 
or  eliminate  hazardous  materials  and  volatile  organic  compounds.  The  AAAV  will 
be  a  CFC-free  weapon  platform. 

Do  we  have  everything  in  hand?  Frankly,  no.  One  need  only  review  the  events 
that  surrounded  what  we  considered  to  be  a  routine  shock  trial  test  on  a  ship,  the 
U.S.S.  John  Paul  Jones,  DDG-53,  last  year.  In  response  to  a  suit  by  environmental 
groups  concerned  about  the  test's  effects  on  marine  life,  a  Federal  court  enjoined  the 
shocK  trial.  The  two-plus  month  delay  cost  the  Navy  approximately  $5  million,  inter- 
fered with  the  ship's  availability  schedule,  and  resulted  in  a  smaller  scale  test.  Here 
is  another  example  of  where  we  must  "re-invent"  our  approach  to  environmental  is- 
sues. At  the  request  of  the  Under  Secretary  of  the  Navy,  the  senior  leadership  of 
the  Department  of  the  Navy  is  reviewing  how  we  can  better  integrate  and  document 
environmental  concerns  into  the  decisionmaking  process  in  acquisition,  facilities 
construction,  and  operational  actions. 

CONSERVATION 

We  are  particularly  sensitive  about  protecting  the  natural  and  cultural  resources 
on  our  bases.  We  want  to  comply  with  the  letter  and  the  spirit  of  all  major  conserva- 
tion statutes,  like  the  Endangered  Species  Act,  the  Marine  Mammal  Protection  Act, 
the  Migratory  Bird  Treaty  Act,  the  National  Historic  Preservation  Act,  the  Sikes 
Act,  and  the  Archaeological  Resource  Protection  Act. 

TTie  Department  of  the  Navy  is  the  steward  for  3.5  million  acres  of  ecologically 
sensitive  land  in  the  United  States.  Our  installations  participate  with  private.  State, 
and  Federal  conservation  organizations  to  advance  mutual  goals.  Our  natural  re- 
sources professionals,  many  of  whom  are  funded  from  agricultural  outleasing  and 
forestry  revenues,  routinely  work  with  State  and  Federal  conservation  agencies  to 
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coordinate  elTorts  in  forest  management,  cultural  resources  management,  soil  and 
water  conservation,  fish  and  wildlife  management,  and  outdoor  recreation  opportu- 
nities for  our  sailors,  marines,  and  their  neighbors  in  the  community. 

While  we  have  a  legal  and  ethical  obligation  to  conserve  the  natural  resources  en- 
trusted to  us  by  the  American  people,  we  also  have  a  military  objective  to  ensure 
continued  access  to  these  resources.  Many  of  the  operational  actions  we  take  to  train 
new  sailors  or  marines,  maintain  readiness  of  combat  forces,  or  even  test  new  weap- 
on systems  have  an  impact  on  the  natural  and  cultural  environment.  We  need  to 
understand  the  characteristics  of  the  natural  resources  on  our  bases  and  major 
training  areas  so  that  we  can  minimize  adverse  impacts  and  comply  with  all  statu- 
tory and  regulatory  standards.  Installations  with  significant  natural  resources  pre- 
pare integrated  natural  resource  management  plans  that  aim  to  strike  this  balance. 
Our  goal  is  to  make  every  acre  support  our  national  defense  mission,  while  still  tak- 
ingthe  protective  measures  that  the  law  requires. 

There  are  numerous  examples  of  where  we  have  successfully  balanced  military 
mission  needs  and  conservation  concerns.  When  we  "get  it  right,"  our  conservation 
actions  support  military  readiness: 

•  Marine  Corps  Air  Station  Yuma,  Arizona  worked  with  representatives  of  Luke 
Air  Force  Base  and  the  U.S.  Fish  and  Wildlife  Service  to  consolidate  11  low-level 
fli^t  corridors  in  airspace  above  the  Cabeza  Prieta  National  Wildlife  Refuge  into 
three  corridors  with  no  impact  on  mission.  As  a  result,  realistic  training  was  main- 
tained and  environmental  impacts  were  reduced. 

•  Marine  Corps  Base  Camp  Pendleton,  California  has  not  only  preserved  habitat 
for  the  Least  Bell's  Vireo,  an  endangered  species,  and  the  Western  Snowy  Plover, 
a  "threatened"  species,  but  fostered  a  200  percent  increase  in  the  population  of  the 
vireo  on  the  base.  By  scheduling  amphibious  assault  training  exercises  around  mat- 
ing season,  and  identifying  habitat  on  the  base  as  "mine  fields,"  the  Marines  have 
enhanced  the  population  of  the  two  birds  and  avoided  the  burden  of  having  a  major 

gortion  of  Camp  Pendleton  identified  as  critical  habitat  by  the  Fish  and  Wildlife 
ervice  of  the  Department  of  the  Interior. 

•  The  Navy  has  been  participating  in  the  Northern  Right  Whale  recovery  plan 
off  the  Georgia  and  Florida  coasts  since  1992.  We  fund  one  third  of  the  cost  of  aerial 
overflights  over  calving  areas  to  alert  ships  on  the  location  of  the  whales.  Naval 
Submarine  Base  Kings  Bay  and  the  Naval  Station  Mayport  train  harbor  pilots  and 
ship  captains  on  how  to  identify  and  avoid  right  whales.  Navy  vessels  traversing 
the  right  whale's  critical  habitat  maintain  whale  lookouts.  In  December  1994,  the 
Southeastern  U.S.  Implementation  Team  for  the  Recovery  of  the  Northern  Right 
Whale  gave  a  Certificate  of  Appreciation  to  Naval  Base,  Jacksonville  for  its  efforts 
to  protect  whales. 

When  we  "don't  get  it  right,"  there  is  invariably  an  immediate  and  potentially 
dramatic  impact  on  readiness.  I  have  already  mentioned  the  DDG-53  shock  trial. 
On  the  horizon  are  other  issues  concerning  marine  sanctuaries.  We  must  ensure 
that  vital  military  interests  are  also  "protected"  as  part  of  the  marine  sanctuaries. 
Sanctuaries,  both  those  already  established  and  those  that  have  been  proposed,  now 
ring  our  coasts  and  include  many  areas  that  the  Navy  has  used  for  decades  for  oper- 
ations, training  and  systems  development.  Sanctuaries  have  been  designated  in  the 
past  few  years  in  Hawaii,  the  Florida  Keys  and  off  Washington's  Olympic  Peninsula. 
Additional  sanctuaries  are  proposed  near  fieet  concentrations  in  Puget  Sound  and 
Norfolk.  With  the  emphasis  on  littoral  warfare,  sanctuaries  may  contain  the  only 
available  geographic  and  bathymetric  conditions  that  permit  elTective  training  or 
safe  testing  of  our  systems.  We  are  working  with  Federal  and  State  regulators  and 
other  interested  parties  to  ensure  that  sanctuaries  do  not  impair  the  ability  of  the 
Navy  to  conduct  its  national  defense  mission,  yet  still  protect  the  natural  resources 
that  gave  rise  to  the  sanctuaries. 

TECHNOLOGY 

The  environmental  technology  program  supports  our  cleanup,  compliance,  con- 
servation and  pollution  prevention  eflorts.  Our  technology  development  efforts  focus 
on  satisfying  technology  needs  for  the  military  applications  of  today  and  tomorrow. 
We  first  look  to  the  marketplace  to  supply  us  with  our  technology  needs.  When 
there  is  no  off-the-shelf  technology  available,  we  perform  the  necessary  research  and 
development  in  our  laboratories,  or  contract  with  universities  or  commercial  labs. 
Some  technologies  we  develop  also  have  commercial  applications — so-called  dual-use 
technologies. 

I  have  already  discussed  two  major  environmental  technology  efforts — develop- 
ment of  the  plastic  waste  processor,  and  our  efforts  with  chemical  manufacturers 
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to  find  ODS  alternatives.  There  are  many  other  smaller  scale,  but  equally  important 
research  efTorts  we  are  pursuing.  For  example,  we  seek  to: 

•  Develop  a  secondary  oily  wastewater  treatment  system  that  removes  trace 
quantities  of  organic  and  heavy  metals  in  anticipation  of  uniform  national  discharge 
standards  or  tighter  State  or  local  restrictions. 

•  Develop  sensors  that  detect  the  presence  and  level  of  toxic  substances  in  harbor 
waters  and  sediments. 

•  Develop  techniques  to  concentrate  greywater  and  sewage  to  improve  storage 
and  provide  treatment  opportunities. 

BASE  CLOSURE  IMPLEMENTATION 

The  base  closure  process  is  a  painful  one  for  the  Department  of  the  Navy,  and 
for  the  impacted  communities  who  have  welcomed  our  presence  for  so  many  years. 
Yet,  the  base  closure  process  is  one  we  must  pursue  if  we  are  to  properly  size  the 
shore  infrastructure  to  the  smaller  force  structure  of  the  post-Cold  War  era. 

We  are  implementing  the  first  three  of  four  scheduled  rounds  of  base  closure,  com- 
monly referred  to  as  BRAC  88,  BRAC  91,  and  BRAC  93.  The  Secretary  of  Defense 
has  forwarded  recommendations  for  BRAC  95  to  the  Defense  Base  Closure  and  Re- 
alignment Commission.  As  BRAC  95  is  being  reviewed  by  the  Commission,  I  will 
focus  most  of  my  remarits  on  environmental  issues  with  BRACs  88,  91  and  93. 

Environmental  concerns  are  an  important  aspect  of  BRAC  implementation.  BRAC 
environmental  funding  supports:  environmental  assessments  and  environmental  im- 
pact statements  under  NEPA;  RCRA  compliance  issues  directly  associated  with  clo- 
sure, and  of  course,  environmental  cleanup  of  soil  and  water  contamination  due  to 
past  activities. 

Timely  completion  of  the  NEPA  process  is  one  of  the  most  critical  elements  in  our 
ability  to  implement  BRAC  decisions  to  realign  forces  and  dispose  of  surplus  prop- 
erties. While  the  closure  decision  is  exempt  from  NEPA,  reuse,  realignments,  and 
property  disposal  actions  are  subject  to  NEPA  and  must  be  addressed.  Experience 
teaches  us  to  get  an  early  start  on  NEPA  documentation  for  BRAC  95  realignments. 
Among  the  many  environmental  issues  that  can  surface  and  require  mitigation 
measures  are  wetlands  endangered  species,  air  and  water  quality,  and  cultural  re- 
source concerns. 

In  accordance  with  the  President's  Five  Point  Plan,  as  well  as  his  mandates  for 
environmental  justice,  we  have  firmly  integrated  minority  and  low-income  commu- 
nity awareness  in  our  planning  process  for  base  disposal.  We  consider  potential  im- 
gacts  to  these  communities  in  our  base  disposal  and  reuse  Environmental  Impact 
tatements  that  are  part  of  the  NEPA  process.  We  encourage  community  input  by 
preparing  public  notices,  document  summaries,  and  public  hearings  in  more  than 
one  language  when  needed. 

We  are  implementing  fast-track  cleanup  as  part  of  the  President's  Five  Points  For 
Revitalizing  Communities  Affected  By  Base  Closures.  We  have  established  RABs  at 
all  significant  base  closure  locations.  I  have  previously  discussed  the  makeup  and 
importance  of  RABs.  We  have  established  Base  Cleanup  Teams  (BCTs)  consisting 
of  Navy,  EPA  Region,  and  State  representatives.  This  partnered  approach,  which 
forms  much  of  the  basis  for  the  fast-track  cleanup  effort,  has  helped  reduce  red  tape, 
improve  cooperation  and  coordination.  The  BCTs  submitted  their  preliminary  Base 
Realignment  and  Closure  Cleanup  Plans  (BCPs)  last  year,  and  have  now  been  up- 
date(f  The  BCTs  are  also  working  very  closely  with  local  redevelopment  authorities 
to  ensure  that  priority  attention  is  given  to  clean  up  those  land  parcels  with  the 
highest  potential  for  reuse.  We  are  doing  everything  we  can  to  speed  cleanup  and 
promote  community  reuse  of  the  property. 

One  example  of  this  greater  cooperative  approach  is  Naval  Station  Charleston,  a 
non-NPL  BRAC  93  closure  location.  Concurrent  document  review  and  a  cooperative 
atmosphere  has  replaced  the  normal  adversarial  approach,  and  trimmed  6  months 
to  several  years  off  of  the  normal  process. 

Another  good  example  is  Mare  Island  Naval  Shipyard  in  California,  where  the  ex- 
isting labor  force  of  tne  shipyard  is  doing  some  oi  the  environmental  cleanup  work 
while  attending  on-site  college  level  courses  sponsored  by  the  University  of  Califor- 
nia. This  approach  accelerates  cleanup,  speeds  reuse,  and  will  equip  shipyard  work- 
ers with  new  marketable  skills. 

Because  the  Community  Environmental  Restoration  Facilities  Act  (CERFA)  de- 
fines clean  parcels  as  having  no  hazardous  material  stored  for  over  a  year,  released, 
or  disposed  of,  we  have  been  able  to  propose  only  27  percent  of  all  acreage  to  be 
transferred,  and  regulators  have  so  far  approved  24  percent  of  the  proposed  acreage 
as  CERFA  clean.  I  should  note,  however,  that  we  are  awaiting  U.S.  EPA  concur- 
rence on  an  additional  16,321  acres  at  Naval  Air  Station  Cecil  Field,  Florida,  a  Na- 
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tional  Priorities  List  legation.  If  approved,  that  would  raise  the  CERFA  approved 
total  to  21,953  acres,  or  95  percent  oithe  total  proposed  for  transfer. 

CERFA  CLEAN  STATUS 


Acres: 

Total  Available   19,533  14,195  67,588 

For  Transfer 19,533  13,873  51,584 

Proposed  CERFA  0  897  22,181 

Approved  CERFA  0  337  5,295 

CONCLUSION 

Our  environmental  program  supports  readiness,  satisfies  our  legal  obligations, 
and  sustains  our  civic  role  to  protect  the  Nation's  health  and  welfare.  We  are  imple- 
menting a  new  approach  to  cleanup  past  contamination  based  on  stable  funding  and 
use  of  relative  risk  management.  Our  conipliance  program  allows  Navy  and  Marine 
Corps  activities  to  meet  current  Federal,  State,  and  local  environmental  standards. 
Our  conservation  program  preserves  the  natural  and  cultural  resources  on  our 
bases,  and  ensures  continued  operational  access  to  these  areas.  Our  pollution  pre- 
vention seeks  to  meet  compliance  needs  by  cutting  pollution  at  the  source  and  im- 
proves readiness  and  lowers  costs.  Our  technology  program  provides  innovative  new 
solutions  to  meet  the  environmental  technology  needs  of  today  and  tomorrow.  And 
our  environmental  efforts  at  base  closure  locations  are  designed  to  expedite  cleanup 
and  speed  community  reuse  of  the  property.  Across  the  board,  we  are  taking  steps 
to  control  rising  costs. 

That  concludes  my  statement.  I  would  welcome  any  questions. 

Senator  McCain.  Thank  you  very  much. 

Ms.  Moore,  I  am  also  informed  that  you  served  for  many  years 
on  the  House  Armed  Services  Committee.  I  hope  you  have  not  al- 
lowed that  to  impair  your  efficiency.  [Laughter.] 

STATEMENT  OF  ALMA  B.  MOORE,  PRINCIPAL  DEPUTY  ASSIST- 
ANT SECRETARY  OF  THE  ARMY  (INSTALLATIONS,  LOGIS- 
TICS, AND  ENVIRONMENT) 

Ms.  MooRE,  It  is  a  pleasure  to  be  here,  sir.  Thank  you  very 
much. 
The  Army  program  for  fiscal  year  1996  is  a  well-balanced  pro- 

f*am.  It,  too,  competes  with  readiness  programs  throughout  the 
rmy.  A  certain  amount  is  dedicated  to  cleanup,  pollution  preven- 
tion, conservation,  and  compliance.  We  have  concerns  about  the 
fines  and  penalties  and  are  working  constantly  with  the  Environ- 
mental Protection  Agency  to  try  to  resolve  some  of  those  issues. 

We  have  a  number  of  success  stories,  Sacramento  Army  Depot 
being  one.  We  have  completed  the  cleanup  there  and  turned  the 
base  over  to  the  local  authorities.  Under  the  local  reuse  plan,  three 
thousand  new  jobs  have  been  created  there  under  the  BRAC  with 
the  possibility  of  more.  We  have  negotiations  underway  even  as  we 
speak  with  Rocky  Mountain  Arsenal,  and  we  hope  to  have  a  good 
report  by  5  o'clock  today. 

We  are  making  progress,  and  we  appreciate  your  support. 

[The  prepared  statement  of  Ms.  Moore  follows:] 

Prepared  Statement  by  Alma  B.  Moore,  Principal  Deputy  Assistant 
Secretary  of  the  Army,  In^allations,  Logistics,  and  Environment 

Mr.  Chairman  and  members  of  the  subcommittee:  I  am  honored  to  appear  before 
you  and  submit  this  written  statement  on  the  Army  Environmental  Program. 


173 

The  Army  continues  to  be  committed  to  environmental  stewardship.  Our  environ- 
mental program  is  an  essential  element  of  our  mission  to  defend  tne  Nation  with 
forces  of  sufficient  size  and  versatility  to  meet  wide  ranging  threats.  We  are  also 
the  protectors  of  fundamental  values  shared  by  the  American  people  and  always 
strive  to  set  a  responsible  example  of  good  citizenship.  The  Army  environmental  pro- 
gram focuses  on  protecting  people,  natural  and  cultural  resources,  equipment,  and 
facilities  the  American  people  entrust  to  us. 

The  Army's  environmental  program  is  unique  among  the  services  in  that  it  has 
both  militaiy  and  civil  responsibilities.  My  testimony  today,  however,  will  address 
only  the  military  environmental  programs. 

The  Army  does  not  view  the  "environment"  ind  "our  mission"  as  an  either/or 
proposition.  Environmental  quality  is  an  integral  part  of  Army  operations.  The 
Army's  environmental  program  organization  supports  the  DOD  priorities  of  readi- 
ness. Quality  of  Life,  and  Modernization. 

The  impact  of  environmental  considerations  on  Army  is  real.  Maintaining  our 
training  areas,  protecting  wildlife  habitat,  cleaning  up  contaminated  sites,  and  pro- 
viding safe  drinking  water  to  our  troops  are  all  integral  parts  of  our  mission  and 
essential  to  preserve  the  resources  entrusted  to  the  Army.  As  we  continue  to  build- 
down  and  our  base  structure  declines,  additional  pressure  is  placed  on  remaining 
land,  air,  and  water  resources  to  support  a  trained  and  ready  force.  Tough,  realistic 
training  is  the  cornerstone  of  readiness.  In  support  of  this  requirement,  rigorously 
managed  use  of  the  remaining  land  will  provide  the  maneuver  areas  necessary  to 
sustain  a  fully  trained  Army.  Anticipating  and  planning  for  the  effects  of  military 
activities  upon  the  environment  and  the  natural  and  cultural  resources,  will  con- 
tinue to  be  very  important  investments  in  the  Army  of  the  future.  Effective  training 
demands  realistic,  productive  natural  resources. 

The  success  of  our  Army  depends  on  the  quality  of  our  soldiers  and  civilian  work 
force.  Our  soldiers  continue  to  serve  with  distinction  because  they  truly  love  the 
Army.  Quality  of  life  is  one  of  the  most  important  factors  in  a  soldier's  decision  to 
reenlist  in  the  Army.  The  Army  is  committed  to  improving  the  quality  of  life  for  our 
soldiers  and  their  families.  Every  soldier  and  civilian  is  entitled  to  a  safe  and 
healthful  workplace  free  of  environmental  hazards.  Mentally  and  physically  healthy 
soldiers  are  the  backbone  of  a  capable  Army.  While  our  soldiers  are  facing  the  many 
stresses  that  come  with  increasing  operational  tempo  (OITEMPO)  of  overseas  de- 
ployments and  family  separations,  they  must  be  assured  that  their  family  members 
are  safe  and  their  needs  are  met. 

Modernization  is  one  of  the  Army's  greatest  challenges  as  we  move  the  21st  cen- 
tury. Most  of  the  hazardous  materials  produced  in  our  facilities  results  from  the  ma- 
teriel acquisition  process.  The  DOD  Inspector  General  estimates  that  80  percent  of 
the  waste  is  a  result  of  weapon  system  production,  maintenance,  demilitarization, 
or  disposal.  Therefore,  an  equally  important  program  for  the  future  is  substituting 
new  and  innovative  technology  for  obsolete  industrial  equipment  and  processes  that 
produce  costly  wastes.  People  in  private  industry  learned  a  long  time  ago  that  re- 
ducing or  preventing  pollution  makes  good  business  sense. 

ARMY  ENVIRONMENTAL  STRATEGY 

On  November  19,  1992,  the  Army  Chief  of  Staff,  Gen.  Gordon  R.  Sullivan,  and 
then  Secretary  of  the  Army  Michael  P.W.  Stone  formally  signed  the  "U.S.  Army  En- 
vironmental Strategy  into  the  21st  century."  This  comprehensive  document  articu- 
lates the  Army's  commitment  to  meet  present  and  future  environmental  challenges. 
As  stated  by  General  Sullivan,  our  commitment  to  the  environment  is  summed  up 
in  these  words:  "The  Army  will  be  a  national  leader  in  environmental  and  natural 
resource  stewardship  for  present  and  future  generations  as  an  integral  part  of  our 
mission."  This  comprehensive  strategy  governs  all  Army  activities  and  provides  a 
structure  and  framework  to  meet  growing  environmental  challenges  into  the  next 
century  It  also  defines  the  Army's  leadership  commitment  and  philosophy  for  meet- 
ing present  and  future  challenges.  This  strategy  is  the  basis  for  planning,  program- 
ming, and  budgeting  decisions  for  the  Army's  environmental  program. 

The  Army's  environmental  strategy  depicts  a  model  of  a  building  with  a  founda- 
tion and  four  pillars  supporting  the  total  vision  of  environmental  stewardship.  The 
four  pillars  are:  Pollution  Prevention,  Conservation,  Compliance,  and  Restoration 
(Cleanup).  The  Army  has  established  goals  for  each  of  these  pillars.  Environmental 
Technology  is  a  common  fiber  tightly  woven  throughout  the  Army's  entire  environ- 
mental program. 

Pollution  Prevention — includes  efforts  to  reduce  or  eliminate  pollution  at  the 
source.  The  Army's  goal  is  to  prevent  future  pollution  by  reducing  Hazardous  waste 
and  toxic  releases.  We  are  vigorously  pursuing  state-of-the-art  solutions  to  avoid  fu- 
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ture  problems.  Our  goal  is  to  significantly  reduce  waste  and  disposal  costs  by  exam- 
ining industrial  processes,  manufacturing  techniques,  and  product  design  to  mini- 
mize or  eliminate  the  generation  of  hazardous  waste.  Workplace  safety  is  enhanced. 
Occupational  health  oi  the  workforce  is  protected.  Wise  pollution  prevention  prac- 
tices enhance  our  overall  mission  readiness  by  reducing  purchase  quantities  and  in- 
ventories of  stored  hazardous  materials  and  eventual  hazardous  waste  generation 
and  disposal. 

Conservation — means  we  conserve  and  protect  our  natural  and  cultural  resources. 
If  we  destroy  training  land  and  resources  today,  they  will  not  be  available  to  train 
America's  soldiers  for  their  missions  in  the  21st  century.  The  Army  is  the  steward 
for  nearly  12  million  acres  of  public  lands.  We  do  not  own  this  land;  we  are  care- 
takers 01  the  land  and  the  plant  and  animal  species  that  inhabit  it.  The  American 
people  entrust  the  land  to  our  care,  and  we  shall  fulfill  their  trust.  We  shall  con- 
serve and  protect  these  resources  for  the  future. 

Compliance — gives  immediate  priority  to  sustained  compliance  with  all  applicable 
environmental  laws.  The  Army  goal  is  to  ensure  that  all  operations  comply  with  ap- 
plicable environmental  requirements.  Failure  to  meet  regulations  results  in  fines 
and  penalties  and  can  impact  the  readiness  of  our  forces  by  restricting  or  prohibit- 
ing operations.  Environmental  compliance  at  an  installation  is  a  commana  respon- 
sibility. Our  installation  commanders  have  an  extremely  difficult  task  in  achieving 
compliance  with  a  variety  of  Federal,  State,  local,  and  applicable  host  nation  envi- 
ronmental laws  and  implementing  regulations.  We  understand  and  apply  the  con- 
cept that  pollution  prevention  is  the  highest  form  of  compliance. 

nestoration  (Cleanup) — restores  previously  contaminated  sites  as  quickly  as  funds 
permit,  whether  the  site  is  still  within  the  DOD  inventory,  i.e.,  an  active  and/or 
Base  Realignment  and  Closure  (BRAG)  site  or  a  Formerly  Used  Defense  Site 
(FUDS).  Using  the  "relative  risk"  concept  for  cleanup,  the  Army  is  working  hard  to 
ensure  that  the  health  and  safety  of  people  living  in  the  communities  near  our  in- 
stallations, and  that  installation  employees  and  residents  are  protected. 

Environmental  Technology  Program — focuses  resources  to  achieve  rapid  prototype 
testing  of  new  technologies  for  early  field  testing  and  regulatory  certification  to 
allow  quick  exploitation.  The  environmental  technology  program  can  reduce  the 
"cost  01  doing  business"  and  minimize  the  drain  on  our  limited  resources. 

BUDGET 

Our  senior  leadership's  resolve  is  demonstrated  by  the  commitment  of  significant 
resources  to  meet  environmental  responsibilities.  I  believe  the  budget  reauest  will 
allow  us  to  continue  our  eflbrts  to  comply  with  laws  and  regulations  ana  exercise 
prudent  environmental  stewardship.  We  have  capped  the  growth  in  environmental 
arograms  of  the  past  few  years  and  anticipate  stable  to  slightly  declining  funding 
evels  in  the  future.  In  fiscal  year  1995,  we  plan  to  spend  about  $1,602  billion  afl^r 
the  DERA  rescission  for  all  Army  Environmental  Programs.  Our  fiscal  year  1996 
budget  request  is  $1,713  billion. 

ACCOMPLISHMENTS  AND  INITIATIVES 

I  am  truly  proud  of  the  tremendous  strides  America's  Army  has  made  in  all  areas 
of  environmental  stewardship.  I  am  pleased  to  highlight  areas  where  our  efforts  are 
especially  noteworthy  and  present  some  of  the  more  notable  ongoing  or  future  initia- 
tives. 

First,  the  Army  is  working  with  DOD  to  establish  Regional  Executive  Agents  and 
Regional  Environmental  Coordinators  for  EPA  Regions  IV,  V,  VII,  and  VlII.  These 
Regional  Executive  Agents  and  Regional  Environmental  Coordinators  will  represent 
DOD  interests  with  respect  to  Federal,  State,  and  local  environmental  laws  and  reg- 
ulations. They  will  help  coordinate  a  single  DOD  policy  voice  within  a  region  so  as 
to  develop  consistent  methods  for  ensuring  our  cost  effective  compliance  with  envi- 
ronmental laws. 

S^ond,  the  Army  Environmental  Policy  Institute  (AEPI)  helps  us  manage  today's 
issues,  even  as  it  explores  and  defines  the  range  of  plausible  future  issues  and  their 
matching  policy  options  that  are  risk/cost  efiective.  AEPI  was  established  in  late 
1990  and  nas  been  sustained  with  the  help  of  previous  Congress'.  Its  first  year 
major  success  was  facilitating  formation  of  the  "Army  Environmental  Strategy  into 
the  21st  Century."  AEPI  is  now  in  its  permanent  home,  Atlanta,  on  the  campuses 
of  (Georgia  Institute  of  Technology  and  Clark  Atlanta  University.  From  there,  AEPI 
is  prepared  to  lend  further  strength  to  Army  long  range  strategic  planning  through 
combining  the  best  of  foresight  techniques  and  information  technology  enhanced  by 
partnering  with  the  Nation's  best  expertise  from  industry,  academia  and  other  gov- 
ernment agencies.  It  is  charged  to  look  and  think  ahead  to  develop  cost-efi'ective  fu- 
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ture  environmental  policies  and  strategies  to  address  environmental  issues  of  sig- 
nificant imfxsrtance  to  the  Army.  This  approach  is  fully  supportive  of  growing  senti- 
ment in  both  legislative  and  executive  branches  to  anticipate  and  prevent  problems, 
rather  than  deal  with  them  afler  they  mature.  AEPI  is  already  tackling  thorny  is- 
sues: combat  training  land  management  options  toward  a  20  year  future,  depleted 
uranium  management  (including  soldier  awareness  of  critical  concerns),  new  initia- 
tives in  conventional  weapon  demilitarization  policy  alternatives,  risk  management, 
performance  measures  for  objectively  assessing  environmental  efforts,  and  policy 
prioritization.  This  fiscal  year  AEPI  initiated  a  process  to  update  the  "Army's  Envi- 
ronmental Strategy  into  the  21st  Century"  to  ensure  parallel  focus  and  continued 
consistency  with  National  and  DOD  policies  as  they  evolve.  The  Institute  plays  an 
increasingly  important  role  in  the  Army  Environmental  Program  and  will  play  an 
additional  role  in  all  Army  planning,  as  AEPI  moves  to  full  integration  in  Army 
strategic  planning. 

POLLUTION  PREVENTION 

Pollution  prevention  is  the  Army  means  to  reduce  environmental  compliance  and 
cleanup  costs  over  time.  Our  focus  is  to  prevent  pollution  before  it  is  generated  by 
changing  the  up  front  processes  of  acquisition,  procurement,  and  operations.  The 
public,  private,  and  service  sectors  are  equally  embracing  pollution  prevention  as 
the  preferred  strategy  for  environmental  management.  Regulators  are  promoting 
the  concept  as  an  integral  part  of  compliance  and  waste  minimization.  The  Army 
views  pollution  prevention  as  a  best  management  practice  that  results  in  reduced 
life  cycle  costs,  reduced  liability,  improved  public  image,  and  enhanced  environ- 
mental stewardship. 

Pollution  prevention  is  having  a  positive  impact  on  readiness  by  reducing  operat- 
ing costs  and  enhancing  quality  of  life.  Our  environmental  managers  are  teamed 
with  logisticians,  industrial  plant  managers,  and  military  leaders  to  reduce  the  use 
of  hazardous  materials  and  the  generation  of  hazardous  wastes.  This  further  ex- 
tends to  our  individual  soldiers,  civilians,  and  family  members  who  actively  support 
installation  recycling  programs. 

The  Army  is  seeing  measurable  signs  of  progress  in  pollution  prevention.  As  the 
manager  of  the  Army's  industrial  base,  Army  Materiel  Command  (AMC)  conducts 
operations  on  the  scale  of  a  Fortune  500  company.  AMC  has  more  than  60  facilities 
around  the  country  that  do  everything  from  manufacturing  munitions  to  spray 
painting  military  aircraft  and  vehicles.  AMC  produces  approximately  85  percent  of 
the  Army's  hazardous  waste,  so  it  faces  an  enormous  pollution  prevention  challenge. 
AMC  has  met  the  challenge  by  reducing  industrial  hazardous  waste  over  70  percent 
from  1985  to  1992.  Using  a  1993  inventory  as  a  baseline,  AMC  further  plans  to  re- 
duce its  use  of  hazardous  waste  another  25  percent  by  1997.  This  goal  will  be  pri- 
marily met  by  further  modifying  industrial  processes  and  substituting  less  hazard- 
ous materials  as  a  result  of  changing  military  specifications. 

The  Army  currently  has  176  installations  with  recycling  programs.  Twenty-one  of 
these  programs  participate  with  their  local  communities  and  49  also  have  hazardous 
materiels  recycling  programs.  The  average  annual  proceeds  from  recycling  activities 
approach  $15  million.  Profits  from  the  recycling  program  are  spent  at  local  installa- 
tions on  a  variety  of  programs,  many  of  which  support  quality  of  life  programs. 

A  local  recycling  program  at  Tobyhanna  Army  Depot,  Pennsylvania,  significantly 
reduces  the  amount  of  solid  waste  sent  to  municipal  landfills.  In  the  past  year,  the 
Tobyhanna  recycling  program  collected  more  than  11  million  pounds  of  recycled  ma- 
terial, achieving  a  recycling  rate  of  72  jjercent.  The  Tobyhanna  program  is  credited 
with  conserving  an  estimated  52,230  cubic  yards  of  landfill  space  for  the  year. 

We  are  not  content  with  our  success  to  date  and  cannot  alTord  to  lose  our  momen- 
tum. A  new  program  the  Army  is  developing  with  the  other  services  is  called  the 
Hazardous  Substances  Management  System  (HSMS).  HSMS  encourages  the  central 
management  of  hazardous  materiels  at  the  installation.  Under  HSMS,  Army  envi- 
ronmental managers  are  partnering  with  logisticians  to  create  an  installation  pro- 
gram with  the  goal  to  reduce  the  use  and  waste  of  hazardous  materiel  through  strict 
inventory  control.  Small  supply  activities  no  longer  procure  and  store  hazardous  ma- 
terials. Installations  develop  an  authorized  users'  list  of  the  numerous  hazardous 
materiels  and  then  centrally  manage  the  hazardous  materiel  inventory  and  disposal 
or  reuse  of  the  hazardous  materiel.  Cost  savings  and  cost  avoidance's  come  from 
both  reduced  hazardous  materiel  purchases  and  a  reduction  in  the  amount  of  haz- 
ardous waste  disposed.  As  an  example.  Corpus  Christi  Army  Depot,  Texas,  insti- 
tuted a  hazardous  materiels  management  system  and  validated  cost  savings  of 
$690,000  in  fiscal  year  1994. 
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Further  reduction  will  be  significantly  enhanced  by  new  or  modified  technology. 
Our  research  and  development  programs  are  refocusing  toward  this  end.  I  expect 
positive  results  from  these  initiatives  in  the  mid-term.  Until  then,  significant  efforts 
are  underway  to  educate  and  train  the  entire  work  force  in  the  pollution  prevention 
ethic.  These  individual  contributions  are  expected  to  significantly  accelerate  our  cur- 
rent programs. 

Our  pollution  prevention  budget  request  of  $97  million  for  fiscal  year  1996  will 
continue  our  momentum  toward  our  goal  of  minimizing  the  use  of  hazardous  mate- 
riels  and  the  production  of  hazardous  wastes.  Additional  resources  will  support 
elimination  of  ozone  depleting  chemicals,  and  the  review  of  military  specifications 
to  identify  and  replace  hazardous  materiels. 

CONSERVATION 

The  Army  conservation  program  is  respected  by  local  natural  resources  land  man- 
agement agencies  but  occasionally  misperceived  by  conservation  groups  who  do  not 
have  knowledge  of  the  scope  and  breadth  of  our  program.  The  Army  puts  significant 
emphasis  on  protecting  and  maintaining  our  installations  and  training  lands  and  re- 
lies on  scientifically  tenable  protocols  to  guide  us  in  our  land  use  and  investment 
decisions.  Commanders  realize  that  conservation  activities  directly  support  Army 
training  and  readiness.  The  Army's  modest  investment  in  conservation  programs 
helps  support  OPTEMPO  through  natural  resource  management  of  lands  used  for 
traming. 

The  Integrated  Training  Area  Management  (ITAM)  Program  is  a  scientifically 
based  land  management  process  that  serves  as  the  basis  for  making  decisions  and 
enables  the  Army  to  carry  out  management  practices  that  contribute  to  the  long 
term  stability  and  availability  of  land  to  support  the  military  mission  and  the  con- 
servation, rehabilitation  and  protection  of  the  natural  and  cultural  resources  en- 
trusted to  our  care.  The  ITAM  Program  integrates  military  training,  testing,  and 
other  mission  requirements  with  the  condition  of  the  land  and  its  ability  to  support 
mission  reouirements.  ITAM  is  used  at  more  than  60  installations.  During  liscal 
year  1994,  ITAM  proponency  was  passed  from  the  environmental  managers  to  those 
charged  with  Operations  and  Plans.  With  ITAM  at  their  disposal,  users  now  have 
the  tools  to  sustain  the  training  lands  so  critical  to  realistic  and  efiiective  training. 
Use  of  ITAM  permits  the  consideration  of  the  mission  and  the  land's  ability  to  sup- 
-port  training.  Proper  land  management  ensures  the  availability  of  land  for  contin- 
ued intensive  training,  and  avoids  undue  and  irreparable  damage  to  the  environ- 
ment. We  have  developed  a  method  to  rank  our  installations  based  on  their  relative 
criticality  to  the  Army  mission  and  the  potential  for  environmental  degradation;  the 
relative  rankings  determine  allocation  of  funds.  Our  goal  is  to  establish  ITAM  sys- 
tematically Army-wide. 

The  Army  has  developed  and  issued  an  Endangered  Species  Management  Strat- 
egy and  Action  Plan.  This  plan  includes  policy  guidance  for  complying  with  the  En- 
dangered Species  Act.  This  guidance  will  help  improve  the  decision  making  process 
used  by  our  installations  commanders  in  their  efforts  to  manage  threatened  and  en- 
dangered species  and  reduce  the  conflicts  with  our  military  operations. 

We  Use  the  Legacy  Program  as  a  critical  supplement  to  the  Army's  Conservation 
Program.  The  Legacy  Resource  Management  Program  was  created  by  Congress  in 
fiscal  year  1991  to  enhance  the  stewardship  of  natural  and  cultural  resources  on 
DOD  land.  A  primary  goal  is  to  improve  the  knowledge  base  and  decision  making 
methodology  concerning  irreplaceable  biological,  cultural,  and  geophysical  resources. 
This  enhances  our  ability  to  integrate  conservation  elTorts  with  the  military  training 
mission.  High  priority  is  given  to  inventorying,  protecting,  and  restoring  unique  re- 
sources and  establishing  management  approaches  that  will  serve  us  in  the  future. 
Partnerships  with  Federal,  State,  and  local  agencies,  and  private  groups  are  estab- 
lished to  take  advantage  of  their  expertise  and  encourage  public  participation.  Leg- 
acy projects,  to  date,  include  419  natural  resource  projects,  289  cultural  resource 
projects,  and  56  integrated  projects.  Legacy  funding  has  allowed  the  Army  to  go  be- 
yond compliance  and  advance  its  knowledge  and  ability  to  conserve,  protect,  restore, 
manage,  and  wisely  use  sensitive  biological  and  cultural  resources. 

Army  is  working  to  preserve  and  protect  historic  structures  and  archaeological 
sites  in  accordance  with  the  National  Historic  Preservation  Act  and  other  cultural 
resource  laws.  Agreement  documents  are  used  to  ensure  management  plans  meet 
protection  strategies  and  are  funded  and  implemented  Army  wide  for  the  preserva- 
tion of  our  Nation's  heritage. 

The  Army  executed  several  active  interagency  cooperative  agreements  with  other 
Federal  agencies  designed  to  foster  improved  coordination  concerning  the  manage- 
ment of  sensitive  natural  and  cultural  resources  on  our  installations.  These  include 
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a  memorandum  of  agreement  with  the  Fish  and  Wildlife  Service  for  wetland's  inven- 
tory and  mapping.  The  Army,  as  a  partner  with  DOD  and  the  other  services,  has 
joined  with  600  other  participants  in  Neotropical  Migratory  Bird  (Partners  in  Flight) 
agreement.  We  participate  with  the  Department  of  Defense  and  the  Fish  and  Wild- 
life Service  on  the  North  American  Waterfowl  Management  Plan.  These  agreements, 
among  others,  optimize  use  of  limited  or  resources  and  improve  relationships  with 
land  mangers  and  regulators. 

The  fiscal  year  1996  budget  request  of  $65  million  for  conservation  programs  will 
continue  fielding  of  ITAM,  preserve  the  quality  of  land  resources,  and  comply  with 
regulatory  requirements  to  protect  endangered  species  and  other  natural  and  cul- 
tural resources.  Protection  of  these  resources  is  vital  for  soldier's  continued  access 
to  quality  ranges  and  realistic  training. 

COMPLIANCE 

The  Environmental  Compliance  Assessment  System  (EGAS)  remains  a  keystone 
of  our  compliance  program.  Army  installations  across  the  United  States  and  over- 
seas are  using  this  standardized  system  to  evaluate  their  compliance  with  numerous 
Federal,  State,  local,  and  applicable  host  nation  environmental  laws  and  regula- 
tions. The  EGAS  process  helps  installation  commanders  identify  problems,  select 
corrective  actions  and  program  required  resources.  Army  environmental  staffs  are 
finding  that  EGAS  is  a  valuable  tool  for  pinpointing  problem  areas  and  shaping  a 
sound  compliance  program.  Use  of  EGAS  not  only  leads  to  better  environmental 
stewardship  but  also  improves  unit  readiness  and  installation  quality  of  life  by 
minimizing  health  threats  and  reducing  the  amount  of  funds  diverted  to  pay  fines 
and  penalties  for  environmental  noncompliance.  1  am  a  firm  believer  that  the  EGAS 

Krocess  provides  the  secondary  benefit  of  increased  environmental  awareness  to 
lajor  Army  Gommands  and  installation  staffs.  Assessments  completed  during  the 
last  year  include  78  at  Active  installations  (32  GONUS  and  46  OGONUS),  277  at 
Reserve  facilities,  and  11  States  for  the  Army  National  Guard.  Beginning  with  the 
second  round  of  assessments  in  fiscal  year  1995,  the  program  is  being  further 
streamlined  to  improve  the  report  preparation  process,  to  better  track  the  corrective 
actions,  and  to  give  Major  Army  Gommands'  more  oversight  of  the  process.  The  fis- 
cal year  1996  budget  request  will  continue  to  support  a  similar  level  of  effort  as  that 
for  previous  years. 

Despite  our  commitment  to  environmental  excellence,  the  Army  continues  to  expe- 
rience degrees  of  non-compliance  and  challenges  in  environmental  management.  The 
majority  of  our  Enforcement  Actions  (ENFs)  are  operational  or  administrative  in  na- 
ture. Over  one  third  of  the  ENFs  issued  to  Army  installations  are  due  to  violations 
of  the  Resource  Conservation  and  Recovery  Act  (RGRA).  RGRA  regulates  manage- 
ment, transport  and  disposal  of  solid  and  hazardous  waste,  and  the  management 
of  underground  storage  tanks.  Over  92  percent  of  the  ENF  findings  issued  under 
hazardous  waste  regulations  required  only  an  administrative  or  procedural  correc- 
tion (versus  a  construction  project).  Army  efforts  to  help  installation  commanders- 
determine  the  size  of  the  environmental  staff  they  need  and  also  our  efforts  to  im- 
prove and  expand  training  should  help  reduce  these  findings.  During  fiscal  year 
1994,  there  were  269  ENFs,  about  a  9  percent  increase  over  fiscal  year  1993.  While 
ENFs  over  the  past  few  years  remain  relatively  constant,  the  amounts  of  fines  and 
penalties  assessed  has  increased  since  the  passing  of  the  Federal  Facility  Gompli- 
ance  Act.  Through  February  1995,  a  total  of  $10.12  million  in  fines  and  penalties 
has  been  assessed  against  the  Army. 

The  Army's  Environmental  Hotline  is  a  comprehensive  source  of  environmental 
information.  It  is  available  to  DA  employees  worldwide:  soldier  or  civilian,  Active 
or  Reserve  component,  and  residents  of  family  housing.  The  Hotline  provides  up-to- 
date  information  on  our  environmental  programs.  An  experienced  technical  staff, 
knowledgeable  in  environmental  regulations  and  requirements,  operates  the  Hotline 
Center. 

The  goal  of  the  Installation  Status  Report,  Part  II  (Environment)  is  to  capture  the 
macro-level  status  of  the  environmental  program  at  Army  installations  to  improve 
the  justification  and  prioritization  of  limited  resources.  The  objective  is  to  develop 
a  Commander's  decision  support  system  or  tool  to  summarize  the  installation's  envi- 
ronmental conditions  and  compliance  status.  This  decision  support  system  is  based 
on  established  Army-wide  standards  that  measures  program  performance,  environ- 
mental condition,  mission  impact,  and  compliance  status.  During  fiscal  year  1994, 
Part  II  (Environment)  was  field  tested  at  25  installations.  At  the  request  of  General 
Sullivan,  Part  II  (Environment)  was  refined  to  provide  a  rating  assessment.  Field 
testing  of  the  revised  Part  II  (Environment)  is  ongoing  at  22  installations.  Final  de- 
cision for  implementation  in  the  United  States  will  be  made  in  June  1995. 
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The  Army  must  comply  with  environmental  laws  passed  by  Congress  and  the  im- 

f)lementing  regulations  created  by  the  Federal,  State,  and  local  environmental  regu- 
atory  agencies.  The  fiscal  year  1996  budget  request  of  $648  million  will  correct  ex- 
isting deficiencies  and  make  improvements  to  meet  newer,  tougher  standards  to 
avoid  more  ENFs. 

RESTORATION  (CLEANUP) 

Our  Defense  Environmental  Restoration  Program  (DERP)  and  BRAC  programs 
continue  to  produce  positive  results.  Using  the  "relative  risk"  approach  to  cleanup 
at  Army  installations,  the  Army  has  worked  diligently  to  ensure  that  the  health  and 
safety  of  people  living  in  the  communities  near  our  installations,  as  well  as  of  our 
installation  personnel,  are  protected.  In  fiscal  year  1994,  the  Army  obligated  over 
50  percent  of  the  Defense  Environmental  Restoration  Account  (DERA)  funds  to  ac- 
tual site  cleanup,  indicating  we  are  moving  out  of  the  study  phase.  Our  program 
goal  for  fiscal  year  1996  is  to  spend  an  ambitious  60  percent  on  actual  cleanup.  We 
nave  identified  10,297  potentially  contaminated  sites  to  screen  at  1,090  installa- 
tions. PreHminary  Assessments  (PA)  on  10,186  of  those  sites  have  been  completed; 
6,337  require  no  further  action.  Final  remedial  actions  are  complete  at  268  sites, 
and  563  interim  remedial  actions  have  been  completed  at  412  sites.  Actions  are 
planned  or  underway  for  the  remainder  of  the  sites. 

The  Army  had  planned  a  $473  million  DERP  budget  for  fiscal  year  1995.  How- 
ever, following  the  rescission,  the  Army  now  is  executing  a  $395  program  for  fiscal 
year  1995.  The  fiscal  year  1996  request  includes  $450  million  for  Army  installations. 
SigTiificant  cleanup  activities  in  fiscal  year  1994  involved  Records  of  Decision 
(RODs)  being  signed  for  Milan  Army  Ammunition  Plant  and  Cornhusker  Army  Am- 
munition Plant.  At  Rocky  Mountain  Arsenal,  considerable  cleanup  has  been  accom- 
plished including  the  incineration  of  9  million  gallons  of  highly  contaminated  fluid 
out  of  a  total  10.5  million  gallons.  Contaminated  fluid  destruction  will  be  completed 
in  May  1995. 

The  Army  has  38  installations  and  53  family  housing  areas  identified  under 
BRAC  I,  BRAC  91,  and  BRAC  93  scheduled  for  closing  and  property  transfer  under 
the  Base  Realignment  and  Closure  laws.  For  the  20  BRAC  installations  where  prop- 
erty transfer  to  a  local  community  is  envisioned,  the  Army  has  designated  full-time 
BRAC  Environmental  Coordinators  (BEC),  developed  BRAC  environmental  cleanup 
plans  and  has  established  Restoration  Advisory  Boards  to  facilitate  public  involve- 
ment and  input.  Fast  Track  Cleanup  points  of  contact  have  been  designated  for  all 
remaining  properties  to  address  environmental  cleanup  concerns  and  to  coordinate 

Broperty  transfer  and  reuse  issues.  BRAC  Cleanup  Teams  have  been  established, 
leoicated  BRAC  Environmental  Coordinators  are  developing  and  implementing  the 
BRAC  Cleanup  Plan,  and  Restoration  Advisory  Boards  have  oeen  established. 

The  Army  evaluated  areas  under  the  requirements  of  the  Community  Environ- 
mental Response  Facilitation  Act.  That  process  identified  141,057  acres  of  land 
available  for  transfers  as  uncontaminated.  We  have  transferred  approximately 
14,807  acres  and  10,080  acres  are  under  lease.  We  have  completed  seven  BRAC  1 
cleanups  and  have  eight  cleanups  underway;  three  BRAC  91  cleanups  are  under- 
way; aed  all  BRAC  93  work  is  in  the  study  phase.  Thirty  installations  have  excess 
property  available  for  community  reuse.  Its  reuse  authorities  completed  Reuse  Plans 
at  10  installations  and  have  eight  more  plans  underway.  Actions  at  12  installations 
are  not  planned  or  uncertain. 

The  Army  is  executive  agent  for  the  DERA  funded  Formerly  Used  Defense  Sites 
(FUDS)  Program.  Approximately  8,350  formerly  used  properties,  with  potential  for 
inclusion  in  the  program,  have  been  identified.  Preliminary  Assessments  on  6,650 
of  those  sites  have  been  completed.  About  4,500  properties  require  no  additional  ac- 
tion; 2,150  properties  need  remediation;  274  remedial  actions  are  completed;  and  ac- 
tions are  underway  or  planned  for  the  remaining  sites. 

Major  highlights  of  the  FUDS  fiscal  years  1994-1995  program  include  contami- 
nated sludge  removal  projects  at  the  former  Atlas  Missile  Site,  Forbes  Air  Force 
Base,  Kansas  and  the  former  Richards-Gebaur  Air  Force  Base,  Missouri.  Further, 
through  the  use  of  the  Defense-State  Memorandum  of  Agreement  (DSMOA)  pro- 
gram, the  Chicago  District  Corps  of  Engineers  entered  into  a  Partnership  Agree- 
ment with  the  State  of  Illinois  to  expedite  project  reviews  and  aid  in  resolution  of 
disputes.  This  partnership  has  resulted  in  faster  cleanups  and  the  creation  of  an  at- 
mosphere of  trust  between  the  Army  and  the  Illinois  Department  of  Environmental 
Protection.  Additionally,  a  major  ordnance  removal  project  was  completed  at  the 
former  Morgan  General  Ordnance  Depot,  Saycrville,  New  Jersey.  The  chemical  ord- 
nance and  removal  project  at  Spring  Valley  and  the  American  University  in  Wash- 
ington, DC  will  be  completed  in  1995.  The  planned  FUDS  program  in  fiscal  year 
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1995  was  $330  million.  Following  the  rescission,  the  fiscal  year  1995  program  is 
funded  at  $259  million.  The  fiscalyear  1996  request  is  $252  million.  We  completed 
negotiations  to  allow  the  future  landowner  at  Hamilton  Air  Force  Base  to  manage 
the  cleanup  of  a  contaminated  landfill.  We  anticipate  this  innovative  approach  to 
environmental  contamination  cleanup  will  save  $2  million  and  will  accelerate  clean- 
up 2  years  over  conventional  remediation  contracting  procedures. 

On  the  Rocky  Mountain  Arsenal  cleanup,  we  hope  to  complete  a  comprehensive 
Record  of  Decision  later  this  year.  Such  a  decision  is  in  the  process  of  being  nego- 
tiated with  the  State  of  Colorado,  Shell  Oil  Company,  the  Environmental  Protection 
Agency,  and  the  Department  of  Interior,  which  assumed  land  management  respon- 
sibilities at  the  Arsenal. 

Our  cleanup  activities  are  funded  in  the  DERA  and  Base  Closure  Account  (BCA). 
The  Department  has  stabilized  funding  for  DERA.  To  balance  cleanup  with  other 
Defense  missions,  we  have  scaled  back  DERA  to  minimum  levels  necessary  to  con- 
tinue progress  in  eliminating  health  and  environment  risks,  and  restore  property  to 
useful  conditions. 

The  Army  is  concerned  over  the  congressional  decrements  in  our  fiscal  year  1995 
active  sites  and  FUDS  programs.  The  program  decrements  will,  in  concert  with  pre- 
vious funding  reductions,  reverse  over  a  decade  of  progress,  threaten  to  undermine 
the  atmosphere  of  trust  painstakingly  developed  over  the  years  between  the  Army 
and  the  regulatory  community,  and  create  a  major  credibility  gap  between  public 
expectations  and  our  ability  to  deliver  on  promised  cleanups.  Decrements  in  the  fis- 
cal year  1995  program  do  not  eliminate  our  cleanup  requirements  but  simply  defer 
them. 

The  deferrals  create  a  bow-wave  of  unfunded  cleanup  requirements  that  will  com- 
pete for  cleanup  funding  with  projects  which  are  the  subject  of  our  fiscal  year  1996 
budget  request  and  out-year  cleanup  programs. 

We  believe  the  timing  on  congressional  funding  decrements  is  particularly  alarm- 
ing because  they  threaten  to  reverse  one  of  the  most  positive  trends  in  our  cleanup 
programs.  In  fiscal  year  1994,  we  turned  the  comer  by  accomplishing  more  actual 
contamination  cleanup  as  opposed  to  studies.  This  trend  is  continued  in  fiscal  year 

1995  but  is  placed  in  jeopardy  by  the  proposed  decrements.  At  most  of  our  high  pri- 
ority sites,  we  are  committed  by  Federal  Facility  Agreements  to  complete  contami- 
nation assessments  and  studies.  Consequently,  the  actual  percentage  of  cleanups 
will  decrease  and  percentage  of  studies  will  increase  with  program  funding  cuts.  In 
other  words,  more  cleanups  will  be  deferred  because  the  studies  that  determine  the 
type  and  level  of  remediation  required  have  not  been  completed. 

We  further  believe,  that  many  regulatory  agencies  will  view  congressional  cleanup 

f)rogram  cuts  as  a  retreat  from  Army  commitments  both  verbal  and  as  embodied  in 
ormal  agreements.  At  most  Army  installations  and  at  FUDS  sites,  relationships 
have  been  carefully  developed  over  time  between  the  regulatory  agencies  as  well  as 
public  participation  groups.  Much  of  this  effort  could  be  lost  if  the  regulatory  agen- 
cies resort  to  enforcement  techniaues  such  as  fines  and  penalties  to  achieve  the  de- 
sired results  from  the  Army.  Public  groups  will  be  increasingly  disillusioned  by  the 
Army's  lack  of  progress  and  perceived  lack  of  commitment  ana  may  well  call  for  in- 
creased earmarkings  to  force  the  Army  to  honor  its  commitments. 

Last,  less  funding  results  in  fewer  and  slower  cleanups.  Although  the  Army  will 
take  action  to  address  all  immediate  threats  to  human  health  and  the  environment, 
reduced  funding  stretches  out  the  life  of  the  cleanup  program.  This  means  that  envi- 
ronmental contaminants  will  likely  remain  longer  as  threats  to  drinking  water  sup- 
plies, beneficial  reuses  of  land  will  likely  be  delayed,  and  human  and  environmental 
exposure  to  contaminants  will  likely  increase  harmful  risks  to  the  American  public 
and  environment.  The  Army  needs  strong  congressional  support  for  our  fiscal  year 

1996  budget  requests. 

ENVIRONMENTAL  TECHNOLOGY 

The  Environmental  Technology  Program  vision  is  to  provide  exceptional  products 
in  a  timely  manner  for  the  Army's  Environmental  Program  through  a  partnership 
between  users  and  the  technology  community.  The  Army  is  moving  forward  to  pro- 
vide an  appropriate  mix  of  near,  mid,  and  far  term  innovative  environmental  tech- 
nologies for  solving  our  unique  environmental  requirements.  Our  goal  is  quite  sim- 
ple— use  our  environmental  technology  program  to  reduce  the  cost  of  environmental 
compliance  and  cleanup,  making  more  funds  available  for  readiness,  quality  of  life 
initiatives,  and  modernization. 

The  Army's  environmental  technology  program  is  a  key  foundation  element  tight- 
ly woven  into  the  four  environmental  pillars  or  mission  areas.  We  implemented  a 
user  requirements  process,  which  ensures  a  user-driven  technology  program,  in  fis- 
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cal  year  1994.  This  ensures  that  the  technology  program  focuses  on  high  priority 
thrust  areas. 

I  have  several  examples  of  our  recent  technology  accomplishments  or  success  sto- 
ries. The  Army  is  currently  testing  technologies  for  detecting  and  removing 
unexploded  ordnance  from  ranges  and  proving  grounds.  A  demonstration  project  at 
Jefferson  Proving  Ground,  Indiana,  is  helping  the  Army  find  better  technologies  for 
tackling  this  cleanup  challenge.  A  change  in  industrial  process  eqruipment  at  Red 
River  Army  Depot,  Texas,  reduced  the  use  of  1,1,1  trichloroethane  by  4,000  gallons 
annually  and  eliminated  26,000  pounds  of  waste  rubber  contaminated  with 
chlorinated  solvents.  In  addition,  this  operational  change  reduced  energy  consump- 
tion, major  pollutant  emissions,  lost  time  accidents  and  product  cost.  At  Corpus 
Christi  Army  Depot,  Texas,  advanced  technology  provides  an  environmentally  safe 
alternative  for  cadmium  plating.  Although  the  capital  cost  was  $848,000,  the  sav- 
ings are  estimated  to  be  $1.1  million  per  year. 

The  Army  budget  request  is  $33  million  for  our  environmental  technology  pro- 
grams in  fiscal  year  1996  to  develop  smart  environmental  technologies  to  reduce 
current  environmental  costs  and  prevent  future  liabilities. 

CONCLUSION 

We  need  to  be  successful  at  performing  our  responsibilities  in  all  aspects  of  our 
environmental  stewardship.  Our  fiscal  year  1996  program  provides  the  necessary 
tools  for  us  to  maintain  our  programs. 

I  will  close  by  praising  the  many  soldiers  and  civilians  directly  involved  in  the 
Army's  environmental  program.  They  are  dedicated  and  strive  to  do  the  best  job 
possible  under  some  formidable  conditions.  We  are  doing  our  best  to  train  and  re- 
tain our  environmental  professionals.  Above  all,  we  must  remember  that  people 
make  our  programs  a  success. 

The  environmental  goal  of  America's  Army  is  clear.  The  mission  is  understood. 
The  environmental  ethic  is  ingrained  into  everything  we  do.  Environmental  stew- 
ardship, both  here  and  overseas,  is  our  responsibility,  our  legacy,  and  our  future. 

Senator  McCain.  Thank  you  very  much,  Ms.  Moore. 

Ms.  Groodman,  let  me  ask  you  some  general  questions — overall, 
big  picture  type  questions.  What  are  we  looking  at  in  overall  cost? 
I  know  that  is  a  very  hard  number,  but  suppose  you  wanted  to 
clean  up  every  base  in  America,  including  those  that  are  closed  or 
on  the  list  for  being  closed,  what  are  we  talking  about  in  terms  of 
cost? 

Ms.  Goodman.  Our  best  estimate  at  the  present  time  for  cleanup 
of  the  sites  in  the  Defense  Environmental  Restoration  Account  is 
about  $30  billion.  That  includes  our  active  bases  and  the  formerly 
used  Defense  sites  (essentially  the  pre-BRAC  sites),  bases  the  De- 
fense Department  left  a  long  time  ago  and  is  no  longer  the  land- 
owner of. 

Senator  McCain.  How  many  sites,  again? 

Ms.  Goodman.  There  are  today  over  14,000  sites,  active  sites  in 
that  program,  at  760  installations. 

Senator  McCain.  Of  those  760  installations,  how  many  of  those, 
roughly,  are  open  and  closed? 

Ms.  CiOODMan.  That  does  not  include  the  closing  bases.  For  the 
closing  bases,  our  estimate  over  the  5-year  defense  plan  for  cleanup 
at  the  first  three  rounds — that  is,  BRAC's  I,  II,  and  III — is  approxi- 
mately $4  billion. 

It  is  possible  that  there  is,  and  actually  likely  there  is  going  to 
be  some  work  required  at  some  of  those  installations  after  those  5 
years,  and,  of  course,  we  are  in  the  process  now,  once  we  know 
what  the  final  BRAC  1995  round  looks  like,  of  assessing  those 
costs.  Some  of  those  will  essentially  be  costs  that  are  in  the  DERA 
account  now  that  just  moved  over  to  BRAC.  Some  of  those  may 
change. 
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Senator  McCain.  I  would  ask  any  of  the  other  witnesses  to  chime 
in  if  you  have  something  to  add  in  response  to  these  questions. 

So  we  are  talking  about  on  active,  open  bases,  $30  billion — 
14,000  sites  at  760  bases,  right? 

Ms.  Goodman.  Correct— 14,000.  Over  14,000  sites  at  760  instal- 
lations. 

Senator  McCain.  And  those  that  have  been  involved  in  the  first 
three  rounds  of  BRAC,  $4  billion  would  be  spent  over  5  years  for 
how  many  installations  and  sites? 

Ms.  Goodman.  That  is  approximately  100  installations  with  ap- 
proximately 3,300  sites. 

Senator  McCain.  Our  first  round  was  in  1988? 

Ms.  Goodman.  That  is  correct. 

Senator  McCain.  Have  we  cleaned  up  all  of  these  bases?  Some 
of  these  questions  may  be  appropriate  for  the  next  panel,  but  have 
we  cleaned  up  all  those  bases  in  the  1988  round? 

Ms.  Goodman.  We  have  not  completed  the  cleanup  at  all  of  those 
bases.  What  I  can  tell  you  is  that  from  BRAC  rounds  I  and  II,  we 
now  have  60  percent  of  the  property  at  the  bases  in  those  two 
rounds  environmentally  suitable  for  reuse.  Now,  that  does  not 
mean  that  all  the  long  term  monitoring  work  of  a  cleanup  action 
has  been  completed,  but  that  is  an  important  measure  for  when  the 
property  can  be  reused. 

As  Senator  Glenn  noted,  we  cannot  actually  transfer  the  property 
by  deed  until  the  cleanup  remedy  is  installed  and  approved  by  the 
regulator,  which  is  one  of  the  ways  in  which  the  Department  of  De- 
fense today  is  not  treated  the  same  as  the  private  sector. 

You  know,  vou  could  buy  and  sell  contaminated  private  property. 
It  just  depends 

Senator  McCain.  If  you  are  willing  to  assume  the  liability. 

Ms.  Goodman.  That  is  correct.  Now,  neither  the  Department  nor 
any  other  Federal  agency  can  actually  sell  contaminated  property. 
In  fact,  you  have  to  wait  until  your  remedy  is  in  place  and  ap- 
proved by  the  regulator. 

Senator  McCain.  Okay.  Now,  if  you  say  60  percent  now  can  be 
turned  over  or  sold? 

Ms.  Goodman.  For  BRAC  rounds  I  and  II,  correct,  and  it  is  envi- 
ronmentally available  for  reuse  either  by  lease  or  by  deed. 

Senator  McCain.  Okay.  We  have  Glenn  Air  Force  Base  in  Ohio, 
and  it  is  60  percent  cleaned  up 

Senator  Glenn.  I  keep  it  cleaner  than  that.  [Laughter.] 

Senator  McCain  [continuing].  But,  there  is  40  percent  that  is 
not.  Now,  is  it  not  true  that  in  some  cases  the  60  percent  cannot 
be  turned  over  because  the  40  percent  is  not  cleaned  up? 

Ms.  Goodman.  Well,  we  look  at  our  bases  in  terms  of  parcels.  We 
would  take  any  installation  and  divide  it  into  parcels.  When  we  do 
our  initial  environmental  baseline  survey,  which  is  the  first  thing 
that  is  done  when  the  base  is  announced  for  closure,  using  that  en- 
vironmental baseline  survey  tool  we  try  to  determine  which  would 
be  the  right  parcels  from  an  environmental  standpoint  to  turn  over 
so  that  the  clean  ones,  those  without  any  contamination,  can  be 
made  available  very  rapidly,  and  then  we  can  make  judgments 
about  what  kind  of  cleanup  is  required. 


182 

Senator  McCain.  Correct  me  if  I  am  wrong,  but  for  a  while  there, 
it  was  policy  that  until  the  whole  base  was  completely  cleaned  up, 
nothing  happened.  That  has  changed  now,  right? 

Ms.  Goodman.  That  has  changed,  correct. 

Senator  McCain.  Okay.  There  used  to  be  a  gas  station  right  in 
the  center  of  Glenn  Air  Force  Base,  and  there  is  very  serious  haz- 
ardous material  left  there  which  has  not  been  cleaned  up.  I  know 
that  this  varies  on  a  case-by-case  basis,  but  we  hear  complaints 
that  situations  like  this  are  huge  impediments  to  either  turning 
over,  transferring  or  selling  military  property.  Is  this  true  or  false? 

Ms.  GrOODMAN.  It  Can  be  true.  Let  me  describe  the  circumstance. 

When  we  have  contaminated  property,  we  do  a  certain  amount 
of  work  to  understand  the  environmental  condition.  Then,  we  can 
lease  that  property.  We  cannot  sell  it  before  the  cleanup  remedy  is 
in  place,  but  we  can  lease  it  earlier.  That  is  what  we  are  doing  at 
a  number  of  our  installations — Please  Air  Force  Base  in  New 
Hampshire,  Homestead,  and  many  others  around  the  country.  We 
enter  into  leases. 

Now,  we  have  been  challenged  about  the  ability  to  even  use 
leases  as  a  vehicle  for  reuse.  One  of  the  proposals  that  we  have  be- 
fore you  this  year  is  a  clarification  to  the  law  that  enables  us  to 
lease  today  or  a  confirmation,  in  effect,  that  leases,  even  long  term 
leases  are  available.  These  are  needed  by  developers  and  others  to 
get  financing,  because  sometimes  more  than  a  5-year  lease  is  re- 
quired to  receive  financing  to  come  in  and  reuse  the  property.  That 
is  one  proposal. 

A  second  proposal  we  have  for  you,  also  under  Superfund,  is  to 
allow  the  Department  to  transfer — in  other  words,  sell  by  deed — 
this  property,  because  there  may  be  some  cases  where  the  potential 
reuser  says  that  a  lease  is  not  good  enough.  The  reuser  actually 
wants  to  be  able  to  own  it.  That,  as  I  said,  we  cannot  do  under  law 
today,  until  the  remedy  is  in  place. 

Now,  we  may  need  appropriate  protections  for  the  Department's 
responsibility  for  the  contamination  it  caused,  and  protections  for 
the  Department  so  that  it  is  not  liable  for  the  new  owner's  contami- 
nation. But,  provided  those  can  be  worked  out,  we  believe  that 
there  should  be  the  ability  to  sell  this  property  earlier. 

Senator  McCain.  I  have  some  specific  questions,  but  Senator 
Glenn,  would  you  like  to  comment. 

Senator  Glenn.  Yes.  Thank  you,  Mr.  Chairman. 

Would  you  go  through  again  the  two  additional  authorities  you 
need.  One  was  the  additional  authority  to  go  beyond  5  years,  if  I 
understand  you. 

Ms.  Goodman.  It  is  to  confirm  that  we  can  continue  to  lease. 
This  was  challenged  in  a  court  case  involving  the  Pease  Air  Force 
Base  last  summer.  That  case  is  presently  on  appeal  to  the  First 
Circuit  in  New  England,  and  we  would  just  like  confirmation  that 
the  authority  we  believe  already  exists  under  the  current  law  to 
lease  actually  does  exist.  That  is  number  one. 

Senator  Glenn.  Have  you  put  forward  proposed  legislation  on 
that  that  we  have? 

Ms.  Goodman.  Yes,  we  have.  Senator. 

Senator  Glenn.  Okay,  and  we  need  to  take  action  on  that  here, 
right? 
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Ms.  Goodman.  We  would  like  you  to  take  action.  That  involves 
our  closing  bases.  It  also  involves  Superfund. 

Senator  Glenn.  You  mentioned  early  transfer  of  property.  I  did 
not  follow  that  one.  Because  we  have  certain  hoops  that  have  to  be 
gone  through  on  transfer  of  property — offer  it  to  other  Federal  enti- 
ties— it  has  a  regular  progression,  just  like  GSA.  Where  do  you 
need  additional  authority  for  early  transfer  of  property,  or  did  I 
misunderstand  you? 

Ms.  Goodman.  Well,  as  I  said,  under  Superfund  today  you  can- 
not transfer  contaminated  property.  Federal  property,  until  the 
remedy  has  been  installed  and  approved  by  the  regulator.  You  can 
buy  and  sell  contaminated  private  property,  however,  at  your  dis- 
cretion. 

We  would  like  that  limitation  to  be  lifted,  so  if  there  are  in- 
stances in  which  a  private  party  wants  to  reuse  this  property  and 
obtain  it  by  sale  earlier,  that  would  be  possible  with  appropriate 
protections  for  all  parties  involved. 

Senator  Glenn.  Now,  that  is  a  big  "if  on  the  end  of  this,  though. 
I  was  going  to  ask  you,  how  do  you  get  around  the  possibility  of 
later  lawsuits  and  things  like  that,  if  somebody  has  problems? 

Ms.  Goodman.  Well,  I  do  not  know  that  you  can  ever  eliminate 
the  possibility  of  future  lawsuits.  I  mean,  these  are  the  kinds  of 
risks  that  are  inherent  in  these  transactions.  If  you  are  in  the  pri- 
vate sector,  as  I  was  before  I  came  to  the  Department,  I  was  in- 
volved in  many  such  transactions  involving  the  purchase  and  sale 
of  contaminated  property — these  are  risks  that  informed  buyers 
and  sellers,  with  their  counsel,  make  judgments  about. 

Senator  Glenn.  Do  you  take  into  account  the  use  which  the  land 
is  to  be  put,  as  to  what  level  it  is  to  be  cleaned  up?  In  other  words, 
it  is  one  thing  if  it  is  going  to  be  a  day  care  center;  it  is  another 
thing  if  it  is  going  to  be  prairie  land. 

Ms.  Goodman.  Well,  that  goes  to  another  proposal  we  have  that 
we  would  like  to  see  in  Superfund — the  ability  to  use  future  land 
use  in  making  decisions  about  cleanup  remedies. 

Today,  the  law  does  not  specifically  refer  to  future  land  use,  and 
we  try,  in  many  of  our  cleanups,  to  negotiate  with  the  regulators 
about  cleanup  remedies  based  on  the  reasonably  foreseeable  future 
land  use.  In  some  cases  we  have  success,  in  others  we  do  not.  The 
regulators  are  largely  driving  that  train  today. 

In  the  reform  or  reauthorization  of  Superfund,  which  I  under- 
stand Congress  is  contemplating  this  year,  we  would  like  to  see 
that  statement  made  explicit.  In  other  words,  that  future  land  use 
should  be  explicitly  considered  in  determining  the  cleanup  remedy. 

Senator  Glenn.  The  chairman  was  making  some  estimates  here 
about  what  will  be  required  on  this  stuff,  but  you  asked  for  $1.6 
billion.  I  am  curious  about  the  rationale  for  that,  what  factors  went 
into  it.  Was  there  an  actual  estimate  that  said,  we  can  do  X 
amount  of  cleanup  of  the  high  level,  we  can  accomplish  this  much 
with  $1.6  billion  or  was  this  just  sort  of  a  back-of-the-envelope  esti- 
mate or  something.  Were  you  given  a  figure  and  they  said,  this  is 
what  you  are  going  to  get  this  year,  $1.6  billion,  period,  no  matter 
what  your  needs  are? 

What  was  the  rationale  for  the  $1.6  billion? 
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Ms.  GrOODMAN.  Senator,  I  can  tell  you  that  the  $1.6  billion  budget 
request  includes  primarily  high  relative  risk  sites  and  a  smaller 
mix  of  medium  and  low  relative  risk  sites  where  it  is  a  prudent 
business  judgment  to  include  them. 

For  example,  you  might  have  both,  a  high  and  low  risk  site  at 
the  same  installation  where  it  makes  sense  to  do  that  work  from 
a  contractual  standpoint — good  economic  sense.  So  we  have  a  small 
mix  of  those  together,  but  it  is  primarily  the  high  relative  risk  sites 
that  we  will  be  accomplishing  with  the  1996  budget  request. 

Senator  Glenn.  Okay.  What  was  the  figure  you  asked  for  in  your 
original  budget  estimates?  What  you  wanted  before  it  got  out  of 
OSD?  Did  you  get  your  cuts  at  OSD,  0MB,  or  both? 

Ms.  Goodman.  You  put  me  in  an  awkward  position,  Senator. 

Senator  Glenn.  I  do  not  intend  to.  I  do  not  want  to  put  you  in 
that.  But  we  need  these  figures  so  we  know  what  to  do  on  these 
things. 

Ms.  Goodman.  Well,  let  me  also  make  one  point  that  is  very  im- 
portant for  this  committee  and  for  you  to  understand.  Congress  re- 
scinded $300  million  of  the  DERA  account  in  fiscal  year  1995. 

I  know,  Mr.  Chairman,  you  are  well  aware  of  that,  because  you 
attempted  to  restore  some  of  those  funds  during  the  debate  on  that. 
With  that  level  of  cut,  we  had  to  stop  not  only  low  and  medium  risk 
projects  for  the  fiscal  year  1995  program,  but  also  a  number  of  high 
relative  risk  projects  for  the  fiscal  year  1995,  as  well. 

Senator  Glenn.  What  was  your  original  budget  request  before 
any  cuts  by  anybody  for  this  cleanup? 

Ms.  Goodman.  It  was  more  than  $1.6  billion. 

Senator  Glenn.  How  much  more  than  $1.6  billion? 

Ms.  Goodman.  I  do  not  recall  what  the  exact  number  is,  but  we 
can  try  to  provide  that  for  you. 

Senator  Glenn.  Can  you  supply  that  for  the  record?  I  would  like 
to  know,  and  would  also  like  to  know  whether  the  cut  was  made 
at  OSD  or  at  0MB,  so  we  can  address  this  in  the  future.  I  think 
that  is  an  important  figure. 

Ms.  Goodman.  I  will  do  my  best,  Senator. 

Senator  Glenn.  Let  the  record  show  a  weak  yes.  [Laughter.] 

Ms.  Goodman.  No,  let  the  record  show  I  said  I  will  do  my  best, 
Senator. 

[The  information  follows:] 

Original  Environmental  Budget  Request 

As  detailed  in  the  Future  Years  Defense  Program  which  accompanied  the  fiscal 
year  1995  budget,  the  initial  amount  allocated  for  DERA  in  fiscal  year  1996  was 
$2.1  billion.  The  Components  submitted  a  request  for  that  amount  to  OSD.  0MB 
conducted  their  review  with  OSD  on  the  $2.1  bi'llion  which  the  Components  had  re- 
quested. 

Senator  McCain.  Ms.  Goodman,  we  are  not  interested  in  harm- 
ing anyone.  I  think  the  reason  why  I  started  with  the  line  of  ques- 
tioning I  did  is  that  we  have  to  try  to  make  people  understand,  in- 
cluding members  of  this  committee,  the  magnitude  of  this  problem. 
I  do  not  think  we  would  have  seen  the  $300  million  cut  if  people 
understood,  as  you  said,  that  we  are  now  delaying  the  cleanup  of 
high  risk  sites  which  are  literally  endangering  the  health  of  Amer- 
ican citizens. 
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Senator  Glenn.  Yes.  You  may  not  believe  it  here  in  the  hearing, 
but  we  are  trying  to  help.  You  come  up  with  a  funding  request  that 
is  a  need  you  see  and  are  trying  to  address,  you  are  trying  to  do 
something  about  it,  and  I  know  what  happens.  It  gets  whacked  at 
OSD,  andyou  have  to  live  with  that. 

Senator  McCain.  And  sometimes  it  should  be. 

Senator  Glenn.  Yes,  maybe  so.  Then  it  goes  to  0MB,  and  they 
have  their  own  priorities.  They  do  not  quite  understand  some  of 
these  things  either,  and  somebody  is  leaning  on  them  for  whatever 
the  other  need  is.  We  are  trying  to  help  get  this  cleaned  up,  be- 
cause it  is  going  to  cost  more  the  longer  we  delay.  So  we  are  really 
trying  to  work  together  with  you — and  that  is  the  reason  I  pressed 
you  a  little  on  this. 

We  need  you  to  give  us  those  figures,  so  we  can  tell  people  that 
we  furnished  whatever  percent  this  year,  and  we  have  to  do  better. 
The  thing  is  not  going  to  get  cleaned  up.  The  bases  are  not  going 
to  get  transferred.  It  is  that  serious. 

So  if  you  would  give  us  those  figures,  we  would  appreciate  it. 

Ms.  Goodman.  I  agree  with  you.  Senator,  and  given  the  rescis- 
sion, that  means  we  are  at  least  $300  million  short  in  1996,  be- 
cause those  projects  have  to  go  somewhere.  As  I  said,  there  is  over 
$100  million  of  high  risk  projects  from  the  1995  budget  that  were 
deferred  as  a  result  of  that  cut. 

Senator  Glenn.  Yes,  but  maybe  if  we  had  known  your  original 
request  was  $5.9  billion  or  $10  billion  or  $15  billion,  we  could  have 
said  they  already  were  whacked  back  to  $1.6  billion — we  cannot 
possibly  take  out  another  $300  million.  So  we  are  trying  to  get  ma- 
terial to  help  you  here. 

The  relative  risk  approach  is  a  useful  analytical  device  that  does 
contain  some  risk  in  how  we  use  it.  How  do  you  decide,  really, 
which  are  your  highest  priority  and  how  much  goes  into  the  next 
priority  and  the  next?  Do  you  make  a  percentage  estimate  on  these 
different  areas,  or  how  do  you  do  that?  It  would  seem  on  the  sur- 
face that  the  high  risk  areas  get  money  until  they  are  cleaned  up, 
and  the  low  risk  areas  would  not  get  any,  yet  that  is  not  quite  the 
way  it  works.  How  do  you  make  those  decisions? 

Ms.  Goodman.  Well,  as  I  said,  most  of  the  1996  budget  is  de- 
voted to  the  high  risk  sites.  The  reason  that  we  would  do  some  mix 
of  medium  and  lows  is  really  three.  One,  as  you  know,  Senator,  we 
perform  most  of  this  work  subject  to  legal  agreements,  and  the 
agreements  that  we've  entered  into  with  EPA  and  with  regulators 
are  not  always  based  on  this  relative  risk.  So  we  may  have  a  com- 
mitment at  some  places  to  undertake  an  activity  without  regard  to 
risk. 

Now,  we  will  try  to  renegotiate  that  schedule  based  on  our  as- 
sessment of  the  relative  risk  to  the  best  we  can,  but  there  may  be 
some  instances  in  which  we  cannot. 

Second,  and  I  think  the  most  important  reason,  we  would  include 
some  mix  of  lows  and  mediums  with  the  highs  because  it  is  a  good 
business  decision.  For  example,  in  the  1996  budget  request  we  have 
two  projects  for  Erickson  Air  Force  Base,  which  is  in  Alaska,  in 
quite  a  remote  location  of  Alaska,  in  fact.  It  is  closer  to  Tokyo  than 
it  is  to  Anchorage.  There  happens  to  be  one  project  there  that  is 
a  high  risk  cleanup,  and  a  second  one  that  is  a  low  risk. 
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Now,  those  two  projects  will  likely  be  performed  together  because 
they  are  in  this  remote  location,  and  to  mobilize  the  contractor  to 
even  go  out  there  is  an  expense  in  and  of  itself.  So  it  is  more  cost 
effective  to  undertake  those  activities  at  the  same  time.  That  is  the 
type  of  circumstance  that  we  want  to  allow  for  some  flexibility  to 
our  military  departments,  and  let  me  ask  my  colleagues  from  the 
military  departments  if  they  would  like  to  elaborate  on  that. 

Mr.  McCall.  If  I  could  give  you  two  examples.  First,  at  Anderson 
Air  Force  Base  in  Guam,  we  sit  over  a  sole  source  aquifer  for 
Guam,  and  our  pollution  sites  there  range  from  24  high  risk,  10 
medium  risk,  and  4  low  risk,  which  are  all  interspersed  in  a  hodge- 
podge, and  cannot  be  separated.  We  are  going  to  have  a  common 
treatment  for  a  lot  of  them.  You  cannot  say,  well,  we  will  push  this 
one  off  and  treat  this  one,  so  sometimes  you  have  to  treat  them  to- 
gether. You  gain  efficiencies  of  treatment  that  way. 

Another  factor  is  community  trust.  I  was  up  at  Hanscom  Air 
Force  Base.  I  do  not  think  any  of  those  sites  rate  more  than  a  me- 
dium. Our  budget  there  is  about  $5  million  a  year.  It  is  not  a  great 
part  of  our  cleanup.  We  have  a  group  of  over  30  people  from  the 
community  who  sit  there  with  EPA  and  the  State  and  advise  us 
what  we  ought  to  do  next.  It  would  be  a  breach  of  faith  to  all  of 
a  sudden  pull  the  plug  on  all  of  that  $5  million  and  say  we  are  not 
doing  any  more. 

And  so  there  are  two  examples. 

Senator  Glenn.  Well,  I  would  agree  with  you,  but  you  cannot  let 
the  squeaky  wheel  get  all  the  grease,  either. 

Mr.  McCall.  No,  and  this  is  not  really  the  squeaky  wheel.  This 
is  a  fairly  low-funded  site.  The  risk  eventually  will  be  to  the  city's 
drinking  source,  their  aquifer,  and  what  we  are  trying  to  do  is  have 
a  rationale  buyout  of  that  risk.  I  do  not  want  to  iust  cut  it  off  and 
wait  for  it  to  get  to  high  risk  as  pollution  moves  closer  to  the  drink- 
ing water. 

Senator  Glenn.  I  have  taken  more  than  my  time. 

Senator  McCain.  No,  no.  Go  right  ahead. 

Senator  Glenn.  Let  me  just  ask  one  more.  Dr.  Harrison,  I  think 
you  briefly  mentioned  Dugway  a  little  while  ago. 

Dr.  Harrison.  Yes. 

Senator  Glenn.  This  is  something  going  way  back.  There  have 
been  a  lot  of  weird  and  wondrous  things  going  on  at  Dugway 
through  the  years  with  some  of  the  weapons  systems  that  were 
tested  there.  How  much  contamination  is  there  that  goes  way  back, 
decades  in  some  of  the  tests  that  were  made  out  there  with  some 
of  the  chemical  and  other  weapons  in  Dugway? 

Are  those  giving  you  real  problems  in  the  open  area  there,  are 
they  strictly  confined  to  some  of  the  loading  facilities  and  things 
like  that  there  that  were  more  confined,  or  there  were  some  tests 
run  in  open  areas  out  there  way  back,  years  ago.  Are  the  contami- 
nations still  out  in  the  open  range  land  from  some  of  those  earlier 
tests?  I  am  thinking  clear  back  into  the  fifties,  and  further. 

Dr.  Harrison.  Senator,  I  do  not  know  the  answer  to  that  specifi- 
cally. Perhaps  Ms.  Moore  would  have  a  better  handle  on  that.  Our 
work  that  I  mentioned  has  to  do  with  the  disposal  of  explosive 
waste. 
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Senator  Glenn.  Okay.  Well,  that  is  a  different  problem  than  I 
/as  thinking  of. 

Dr.  Hapirison.  It  is  a  different  problem  from  what  you  were  men- 
ioning,  yes. 

Senator  Glenn.  Yes,  and  we  are  probably  into  areas  we  should 
lot  be  talking  about  in  open  session,  but  it  was  general  knowledge 
hat  there  were  tests  run  out  there  years  ago  that  were  pretty  ex- 
tic  stuff.  I  did  not  know  whether  that  left  contamination  in  open 
ange  land  areas  or  whether  that  stuff  dissipated  long  ago  by  some 
/ater  and  whatever. 

Dr.  Harrison.  I  do  not  know  the  answer  to  that.  Senator.  I  can 
ry  to  find  it  for  you. 

Senator  Glenn.  If  there  is  any  comment  you  can  find  on  that — 
t  must  not  be  a  major  problem  for  cleanup  or  you  would  have  prob- 
bly  run  into  it  already. 

Ms.  Moore,  is  that  correct? 

Ms.  Moore.  That  is  correct.  It  is  not  an  NPL  site.  We  do  have 
t  under  evaluation,  and  we  can  provide  additional  information  for 
he  record,  if  that  is  all  right. 

Senator  Glenn.  That  would  be  fine.  How  much  new  technology 
re  you  getting  into  on  some  of  this  stuff?  Is  that  a  key  factor,  or 
s  it  minor? 

[The  information  follows:] 

Chemical  Agents 

Nineteen  ranges  at  Dugway  Proving  Ground  (DPG),  Utah,  have  been  identified 
s  areas  used  to  test  chemical  munitions.  These  ranges  were  used  from  1942  to 
968.  Over  12,000  field  tests  employing  47,900  munitions  or  dissemination  devices 
'ith  mustard  and  nerve  agents  were  conducted  on  many  sampling  grid  systems. 

The  Army  stopped  open-air  testing  of  chemical  agents  in  1969.  After  more  than 
5  years  of  non  use  and  weathering,  we  do  not  expect  to  find  any  chemical  hazards 
n  the  surface  of  DPG  ranges.  There  is  a  potential  of  finding  surface  or  subsurface 
ud  munitions  containing  chemical  material. 

The  Army  has  been  clearing  and  sampling  DPG  ranges  since  1970.  Studies,  as- 
essments,  and  installation  restoration  actions  are  currently  underway  to  better  de- 
ne the  exact  nature  and  extent  of  potential  contamination  from  dud  chemical  mu- 
itions  and  old  burial  sites.  To  date,  no  residual  chemical  warfare  material  has  been 
)und  in  the  soil  or  groundwater  samples.  Agent  breakdown  materials  have  been 
)und  in  low  concentrations,  but  these  materials  are  not  hazardous. 

Ms.  Goodman.  I  believe  it  is  a  verv  important  factor  for  us,  Sen- 
ator. Let  me  just  give  you  an  example  of  a  technology  that  is  help- 
ng  us  a  great  deal.  It  is  helping  us  get  better  and  cheaper  results 
n  many  cases.  Here  is  one.  We  call  it  the  site  characterization  and 
inalysis  penetrometer  system,  or  affectionately,  SCAPS.  What  it 
loes  typically  is  at  a  military  base  when  we  have  to  find  the  con- 
aminants,  we  go  in  and  take  a  soil  or  groundwater  sample  and 
hen  send  it  to  a  laboratory.  It  takes  several  weeks,  sometimes 
nonths,  to  get  the  results,  and  that  is  why  some  of  this  takes  so 
ong. 

This  technology  enables  us  to  go  in  real  time  with  that  machine 
oaded  on  the  truck  as  you  see,  and  actually  stick  a  sensor  on  a 
»robe  into  the  ground  and  actually  get  the  data  on  the  contami- 
lants  on  a  real  time  basis.  This  is  saving  the  military  departments 
low,  in  site  screening  costs,  more  than  50  percent  over  the  existing 
echnologies  by  not  requiring  the  conventional  laboratory  chemical 
inalysis.  Just  at  Fort  Dix  alone  the  SCAPS  saved  over  $400,000 
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over  the  conventional  technology,  and  it  has  application  at  at  least 
300  sites  just  for  petroleum  contaminants.  As  we  develop  sensors 
that  can  be  used  to  look  at  other  types  of  contaminants,  we  will  be 
able  to  use  it  even  more  widely.  It  is  being  used  now  by  all  the 
military  departments. 

Senator  Glenn.  It  is  in  common  use  now?  That  is  pretty  good. 
Is  it  being  used  now? 

Ms.  Goodman.  It  is  being  used  now  by  all  the  military  depart- 
ments. 

Mr.  Reitman.  The  Defense  Logistics  Agency,  too. 

Senator  McCain.  Ms.  Goodman,  the  DSMOA's,  Defense  and 
State  memoranda  of  agreements,  tell  me  why  those  reimburse- 
ments should  be  funded  out  of  the  Department  of  Defense  budget 
when  they  are  related  to  mandates  that  fall  beyond  the  responsibil- 
ity of  the  Department  of  Defense. 

Ms.  Goodman.  Well,  the  Defense-State  memorandum  of  agree- 
ment enables  the  States  to  oversee  and  participate  in  our  cleanup 
programs,  and  frankly,  in  the  5  or  6  years  that  this  program  has 
been  in  place,  it  has  helped  us  move  faster  and  accomplish  more 
with  their  participation. 

In  many  of  our  States,  if  we  did  not  support  this  program  and 
support  them,  we  would  be  sending  our  documents,  our  proposed 
cleanups,  to  the  State  regulator.  They  would  be  sitting  in  their  in 
box  and  we  would  be  waiting  a  long  time  to  take  the  next  step,  be- 
cause in  many  cases  they  actually  have  a  veto  over  a  particular 
remedy,  or  whether  you  can  use  a  particular  assessment  of  that 
site  for  its  intended  purpose.  So  we  have  found  this  to  be  a  cost- 
effective  investment. 

It  is  a  modest  part  of  the  overall  program.  I  believe  the  1996 
budget  request  is  in  the  neighborhood  of  $20  million,  and  the  way 
we  determine  it  is  up  to  1  percent,  or  if  you  include  closing  bases, 
up  to  IV2  percent  of  the  cleanup  cost  of  that  installation. 

In  a  perfect  world,  would  I  like  to  have  the  States  fund  this 
themselves?  Sure,  but  I  do  not  know  that  the  world  is  perfect,  and 
I  fear  for  the  situation  where,  having  been  into  this  now  for  half- 
a-dozen  years,  we  would  stop  this.  I  tnink  we  would  set  back  some 
of  the  progress  we  have  made. 

Senator  McCain.  On  the  issue  of  the  Defense  Environmental 
Restoration  Account,  do  you  think  that  budget  can  continue  to  sup- 
port paying  for  the  requirements  of  agencies  outside  the  Depart- 
ment of  Defense? 

Ms.  Goodman.  Well,  there  is  another  Federal  agency  out  of  the 
Department  of  Defense  that  does  receive  funding  under  this.  That 
is  the  Agency  for  Toxic  Substances  Disease  Registry,  known  as 
ATSDR,  which,  under  Superfund,  we  are  required  to  support  to 
provide  us  health  assessment. 

Again,  distinct  from  the  States,  that  is  now  an  area  where,  if 
that  support  could  be  provided  through  that  agency's  Federal  budg- 
et, sure,  I  would  like  to  do  more  high  relative  risk  cleanups  with 
that  investment.  But  again,  that  has  been  a  requirement  of  the 
Federal  law,  and  so  we  have  that  mandate  there. 

Senator  McCain.  Well,  I  am  not  sure  I  am  in  agreement  that  be- 
cause it  is  a  requirement  of  Federal  law,  it  should  come  out  of  the 
Department  of  Defense  budget. 
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What  portion  of  the  fiscal  year  1996  budget  request,  your  budget 
request,  is  related  to  EPA  reimbursement? 

Ms.  Goodman.  I  believe  that  our  reimbursement  to  EPA  is  pri- 
marily to  provide  additional  support  to  the  Department  of  Defense 
to  do  what  we  call  fast  track  cleanup  under  the  base  closing  pro- 
gram. EPA  provides  a  level  of  support  already  through  its  own 
budget.  We  have  asked  at  our  closing  bases  that  we  get  additional 
support  so  that  we  can  move  this  even  more  rapidly,  and  in  1996 
that  is  about  $7  million. 

Senator  McCain.  The  Legacy  resources  management  program,  as 
you  know,  supports  protection  of  natural  and  cultural  resources  on 
the  Department  of  Defense-owned  lands.  The  1996  budget  request 
is  $10  million.  In  1995,  the  Department  of  Defense  requested  $10 
million.  Congress  appropriated  $50  million.  The  OSD  comptroller 
originally  released  about  $10  million  and  recently  released  another 
$20  million.  How  much  of  the  $20  million  that  was  recently  re- 
leased has  been  obligated? 

Ms.  Goodman.  I  have  to  provide  that  to  you  for  the  record,  Mr. 
Chairman,  but  let  me  tell  you,  with  respect  to  the  legacy  program, 
I  think  that  has  made  an  enormous  contribution  to  the  Depart- 
ment. 

It  has  been  a  very  modest  amount  of  money,  but  it  has  been  very 
highly  leveraged  to  help  us  support  the  military  mission  at  our  in- 
stallations so  that  the  maintenance  of  natural  and  cultural  re- 
sources does  not  interfere  with  our  ability  to  continue  to  train  and 
test.  We  have  projects  at  a  number  of  our  installations  that  have 
proved  very  valuable  to  the  installation  commander  to  enable  him, 
for  example,  to  better — we  use  the  Nature  Conservancy,  for  exam- 
ple— to  better  manage. 

Senator  McCain.  I  was  not  arguing  the  validity  of  the  program. 
I  wouldjust  like  to  see  the  money  obligated. 

Ms.  (jOODMAN.  Sure.  You  know,  as  soon  as  we  get  it  we  try  to 
move  out  with  it.  As  you  noted  in  your  question,  some  of  those 
funds  were  only  recently  provided  to  us,  so  I  will  have  to  get  you 
the  most  recent  information  on  the  obligation  rates. 

[The  information  follows:] 

Obligation  of  Fiscal  Yrar  1995  Legacy  Funds 

The  first  allocation  of  fiscal  year  1995  Legacy  funds  was  made  to  the  military  de- 
partments on  December  21,  1994.  To  date,  $2.7  million  has  been  obligated.  The  sec- 
ond allocation  of  $20  million  was  made  in  mid-April  1995  and  obligation  data 
through  May  is  not  yet  available.  I  anticipate  all  funding  to  be  obligated  by  August. 

Senator  McCain.  Ms.  Moore,  I  understand  that  the  negotiations 
between  the  Army  and  the  Rocky  Mountain  Arsenal  are  at  a  point 
where  the  State  imposed  $1  billion  remediation  costs  in  addition  to 
the  $2  billion  that  the  Department  of  Defense  estimated.  What  is 
the  status  of  negotiations  between  the  Army  and  the  State  of  Colo- 
rado? 

Ms.  Moore.  Our  Army  representatives  have  been  out  there  in 
Denver  3  days — this  is  the  third  day.  They  have  been  engaged  in 
negotiations  with  the  five  principals:  the  State,  EPA,  Shell  Oil,  the 
Army,  and  Fish  &  Wildlife  Service.  I  talked  with  Army  representa- 
tives about  the  middle  of  the  dav  today  and  learned  that  most  of 
the  issues  have  been  resolved.  Tne  one  exception  is  the  difference 
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between  the  Army  proposal  and  the  State  proposal  for  how  to  prop- 
erly care  for  the  nil  in  Basin  F  and  four  other  sites. 

The  Army  proposes  containment  and  capping.  The  State  proposes 
incineration.  The  Lieutenant  Governor  of  the  State  of  Colorado  is 
chairing  the  negotiations,  and  has  indicated  a  desire  to  reach  con- 
sensus on  those  issues.  We  are  very  hopeful  that  will  be  the  result 
by  the  end  of  the  day. 

Senator  McCain.  Suppose,  Ms.  Moore,  that  the  State  of  Colorado 
says  that  the  Army  has  to  perform  more.  What  is  the  Army's  re- 
sponse? 

Ms.  Moore.  Well,  we  would  have  a  serious  problem.  We  might 
have  to  come  back  and  discuss  it  with  you  and  seek  some  kina  of 
assistance  from  the  Congress. 

Senator  McCain.  Might  you  end  up  in  court? 

Ms.  Moore.  That  is  a  possibility,  too.  As  a  last  resort,  there  is 
a  dispute  settlement  procedure  that  the  Army  would  have,  I  think 
under  law,  but  we  would  want  to  pursue  that  as  a  last  resort. 
Under  that  procedure  EPA  then  would  make  the  final  decision,  and 
they  are  in  agreement  with  the  State,  at  least  up  to  this  point. 

Senator  McCain.  Ms.  Kandaras,  what  is  the  situation  at  the  is- 
land that  was  used  for  target  practice  out  in  Hawaii  for  so  long, 
Kahoolawe,  is  it? 

Ms.  Kandaras.  Kahoolawe,  yes.  The  State  of  Hawaii  has  taken 
the  lead  in  preparing  plans  for  cleanup,  and  moneys  that  were  au- 
thorized and  appropriated  last  year  have  been  placed  out  there.  So, 
that  work  continues  with  the  direction  of  the  State  of  Hawaii. 

Senator  McCain.  Have  you  got  a  handle  on  the  overall  cost,  an 
estimate? 

Ms.  Kandaras.  At  this  time  we  do  not  have  an  updated  cost — 
of  course,  several  million  dollars.  The  cleanup  plan,  though,  does 
not  propose  that  we  clean  up  the  entire  island.  It  designates  cer- 
tain areas  for  use,  and  the  other  areas,  the  majority  of  the  area, 
remains  untouched  and  barricaded  off  to  people. 

Senator  McCain.  Did  we  already  appropriate  $50  million?  Was 
it  $50  million? 

Ms.  Kandaras.  I  believe  so,  or  $60  million.  We  will  get  the  exact 
number  for  you. 

Senator  McCain.  You  do  not  know  how  much  more,  though,  that 
you  require. 

Ms.  Kandaras,  At  this  time  we  do  not  have  that  number. 

Senator  McCain.  Well,  maybe  you  could  supply  an  estimate  for 
the  record  because  if  we  are  talking  about  $2  billion  total  for  all 
the  closed  bases,  I  guess  that  is  not  included. 

Ms.  Kandaras.  No,  it  is  not. 

[The  information  follows:] 

To  date,  $60  million  was  appropriated  in  Department  of  the  Navy  funds  in  fiscal 
year  1994  and  $50  million  was  appropriated  to  the  Kaho'olawe  Trust  Fund  in  fiscal 
year  1995  under  the  control  of  the  Secretary  of  the  Navy.  $9.4  million  of  the  flscal 
year  1994  funds  has  been  spent  for  initial  site  investigations.  $5.5  million  of  the  fis- 
cal year  1995  funds  have  been  provided  to  the  State  oT  Hawaii  to  help  them  develop 
a  reuse  plan  for  the  island,  as  required  in  the  Fiscal  Year  1994  Appropriations  Act. 

We  are  unable  to  supply  an  estimate  of  the  overall  cost  of  cleanup.  That  ultimate 
cost  of  cleanup  depends  upon  the  land  reuse  plan  now  being  developed  by  the  State 
of  Hawaii.  Cleanup  of  target  ranges  also  involves  a  great  deal  of  uncertainty  as  to 
the  types  of  ordnance  ana  the  number  of  expended  and  unexpended  rounds  in  the 
range.  Because  the  reuse  plan  is  still  being  developed,  and  because  of  the  uncer- 
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tainty  in  range  cleanup,  it  would  not  be  prudent  to  offer  an  estimate  of  overall 
cleanup  cost  at  this  time. 

Senator  McCain.  Do  you  have  anything  else  for  the  record  that 
you  think  would  be  important  to  add? 

Mr.  McCall.  Mr.  Chairman,  I  would  like  to  say  that  we  share 
the  Congress'  concern  that  we  have  to  do  business  in  the  environ- 
ment differently.  I  hope  what  we  can  do  is  have  a  dialogue  across 
the  river  so  that  we  can  make  the  changes  in  a  way  that  we  get 
soft  landing. 

We  are  trying  to  get  new  efficiencies  in  our  cleanup  program.  We 
are  trying  to  turn  our  pollution  prevention  program  into  a  basis  to 
help  our  mdustrial  sector.  We  are  trying  to  do  a  better  job  of  pro- 
tecting our  troops  on  the  front  line  through  our  environment  and 
occupational  health.  I  think  a  new  dialogue  is  being  started,  and 
we  want  to  continue  to  have  that  with  you  and  your  staff. 

Thank  you,  sir. 

Senator  McCain.  Thank  you. 

Could  I  say  in  response  that  some  of  the  reasons  why  Superfund 
has  such  a  bad  name  around  here  with  some  of  us  are  because  of 
the  amounts  of  money  that  were  wasted,  especially  in  the  early 
years;  the  amounts  of  money  that  still  go  to  litigation  costs;  and 
now  little  ends  up  in  actual  cleanup. 

I  think  the  Department  of  Defense's  record  is  better  than  that, 
and  I  am  pleased  about  that,  but  I  still  find  a  lot  of  skepticism 
amongst  my  colleagues  as  far  as  progress  and  other  costs  are  con- 
cerned. Yes,  ma'am. 

Ms.  Kandaras.  If  I  may  add  one  other  item,  Mr.  Chairman,  and 
that  has  to  do  with  our  operational  flexibility.  As  I  mentioned  ear- 
lier, we  like  to  be  proactive  in  addressing  regulations  that  are  not 
quite  working  right.  In  the  case  of  ship  discharges,  we  find  that  dif- 
ferent States  have  different  rules  governing  the  water,  and  we  are 
seeking  a  national  uniform  discharge  standard.  I  am  pleased  to  say 
that  we  have  come  into  agreement  with  the  EPA  on  what  that 
should  look  like  and  how  we  should  approach  it.  We  would  like  to 
be  working  with  you  in  addressing  these  issues  in  the  future. 
Thank  you. 

Senator  McCain.  Well,  we  will  certainly  take,  Ms.  Goodman, 
your  recommendations  and  any  others  very  seriously.  One  thing  we 
need,  I  think,  is  those  kinds  of  recommendations,  so  that  we  can 
be  of  assistance.  In  return,  we  obviously  would  like  to  see  clean 
bases,  and  clean  bases  turned  over  to  our  people  that  owned  them 
once  upon  a  time. 

So  thank  very  much  for  your  testimony. 

Senator  Glenn.  May  I  ask  just  one  more? 

Senator  McCain.  Yes,  sir. 

Senator  Glenn.  You  had  three  different  categories,  and  you  have 
your  $1.6  billion.  How  much  funding  goes  into  each  category,  be- 
cause I  can  see  the  long  knives  getting  out  after  the  low  priority 
one.  How  do  you  break  those  down? 

Ms.  Goodman.  Senator,  it  is  approximately  $1.1  bilHon  for  the 
high  relative  risks  sites,  about  $300  million  in  medium  relative  risk 
sites,  and  about  $120  million  in  low  relative  risk  sites. 

There  is  about  $50  million  of  work  for  sites  that  are  in  the  cat- 
egory of  not  yet  evaluated,  and  that  is  primarily  because  we  al- 
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ready  put  the  cleanup  remedy  in  before  we  went  to  this  high,  me- 
dium, and  low  categorization.  We  need  a  little  more  time  to  deter- 
mine which  of  those  categories  we  put  these  sites  in. 

Senator  Glenn.  I  was  just  thinking,  what  if  somebody  says, 
okay,  that  is  low  priority,  so  we  take  that  $120  million.  What 
would  you  do,  try  and  reprogram  out  of  the  other  funds,  or  would 
you  just  accept  the  cuts  as  no  money  for  low  priority? 

Ms.  Goodman.  Well,  Senator,  if  you  were  going  to  cut  the  pro- 
gram, I  would  always  ask  for  the  flexibility  so  that  our  services 
who  are  executing  it  can  make  good  business  decisions.  Like  the 
example  I  gave  you  of  Erickson  Air  Force  Base  where,  out  closer 
to  Tokyo  than  Anchorage,  we  are  trying  to  go  out  at  one  time  and 
accomplish  this  work. 

But  I  would  also  tell  you  that  because  of  the  rescission  in  1995, 
there  is  $300  million  worth  of  work,  over  $100  million  of  which  is 
for  high  risk  projects,  that  has  not  yet  been  reflected  in  the  1996 
budget.  So  you  know,  there  is  $300  million  in  addition  to  the  $1.6 
billion  of  work  that  the  Department  still  needs  to  undertake.  Es- 
sentially this  becomes  an  unfunded  mandate  on  the  Department  of 
Defense,  because  we  are  still  required  by  the  same  Federal  and 
State  laws  to  do  this  work,  and  we  just  do  not  have  the  financial 
wherewithal. 

We  have  the  people.  We  have  our  military  departments  who  are 
ready  to  go  out  and  execute  this,  but  we  need  your  support  to  be 
able  to  accomplish  this  and  to  protect  our  vulnerable  communities. 

Senator  Glenn.  Thank  you,  Mr.  Chairman. 

Senator  McCain.  Ms.  Kandaras,  before  I  let  you  go,  you  raised 
the  subject  of  the  uniform  national  discharge  standards  for  the  De- 
partment of  Defense  vessels.  There's  no  impact  on  readiness? 

Ms.  Kandaras.  We  find  that  we  will  have  increased  readiness  if 
we  can  come  up  with  a  single  standard,  rather  than  trying  to  meet 
standards  that  each  State  might  set,  and  we  see  moving  forward 
with  EPA  in  jointly  creating  those  regulations. 

Senator  McCain.  Good.  Thank  you  very  much.  I  thank  the  wit- 
nesses very  much. 

Ms.  Goodman.  Thank  you,  Mr.  Chairman. 

Senator  McCain.  By  the  way,  I  will  have  some  questions  for  you. 

Our  next  panel  of  witnesses  will  be  Mr.  Robert  Bayer,  who  is  the 
Deputy  Assistant  Secretary  of  Defense  for  Economic  Reinvestment 
and  BRAC;  Hon.  Robert  Pirie,  Assistant  Secretary  of  the  Navy  for 
Installations  and  Environment;  Mr.  Paul  Johnson,  Deputy  Assist- 
ant Secretary  of  the  Army,  Installations,  Logistics,  and  Environ- 
ment; and  Mr.  Jimmy  Dishner,  who  is  the  Deputy  Assistant  Sec- 
retary of  the  Air  Force  for  Installations.  [Pause.] 

We  seemed  to  be  plagued  with  former  staffers  at  this  hearing. 
[Laughter.] 

I  want  to  welcome  our  distinguished  panel  to  this  hearing  on  the 
fiscal  year  1996  MILCON  request.  This  will  be  the  first  appearance 
before  the  subcommittee  by  Secretary  Pirie  and  Mr.  Dishner,  and 
I  want  to  assure  them  that  things  will  not  be  as  bad  as  they  have 
been  led  to  believe.  It  may  be  worse.  [Laughter.] 

As  everyone  knows.  Senator  Glenn  and  I  have  been  concerned 
over  the  impact  that  the  declining  defense  budget  has  on  the  readi- 
ness of  our  military  forces,  and  the  practice  of  adding  unrequested 
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programs  and  projects  to  the  defense  budget  only  serves  to  exacer- 
bate the  difficulty  of  stretching  scarce  defense  dollars  to  fund  mili- 
tary requirements.  Although  congressional  add-ons  can  be  bene- 
ficial by  providing  funding  for  emergency  construction  programs 
and  for  those  projects  that  the  services  feel  are  important  but  fall 
below  the  cutoff  line,  we  must  remember  that  for  every  add-on 
some  other  project  or  program  is  cut.  I  therefore  intend  to  vigor- 
ously enforce  the  standards  established  by  the  Sense  of  the  Senate 
provision  that  was  authored  by  Senator  Glenn  and  myself  in  last 
year's  authorization  bill  regarding  congressional  add-ons. 

In  order  to  save  time,  I  have  asked  the  witnesses  to  summarize 
their  statements.  Grentlemen,  I  want  to  remind  you  of  something  as 
we  go  through  this  process  that  maybe  I  should  have  before.  There 
has  been  a  practice  in  the  past  of  sending  over  MILCON  requests 
knowing  full-well  that  either  the  House  and/or  the  Senate  Armed 
Services  Committee  or  the  Appropriations  Committee  will  add  on 
additional  MILCON  projects.  This  sometimes  has  skewed  the  proc- 
ess from  the  beginning.  I  know  that  Senator  Glenn  will  speak  for 
himself,  but  I  know  that  he  is  in  agreement  with  me.  We  will  not 
tolerate  add-ons.  We  will  not  tolerate  what  went  on  last  year  when 
$500  million  was  shifted  in  appropriated  funds  from  the  Depart- 
ment of  Defense  into  MILCON,  and  we  will  not  tolerate  add-ons 
that  have  nothing  to  do  with  military  requirements  but  have  every- 
thing to  do  with  the  clout  of  Members  of  Congress  and  Members 
of  the  United  States  Senate.  I  am  dead  serious  about  it.  Senator 
Glenn  and  I  cannot  enforce  the  Sense  of  the  Senate  Resolution  if 
you  are  not  totally  honest  and  straightforward  in  what  you  submit. 
We  are  not  going  to  stand  for  anymore  gamesrnanship  on  MILCON. 

Now,  you  may  still  be  able  to  win.  Arid  I  say  to  you,  people  who 
believe  in  that  time-honored  practice  may  still  be  able  to  win.  We 
have  lost  on  several  occasions  before,  but  I  intend  to  make  it  tough- 
er and  tougher  and  tougher  until  finally  the  American  people  get 
what  they  deserve  out  of  their  taxpayer's  dollar,  and  these  are  pri- 
orities that  have  to  do  with  national  security  and  nothing  else.  If 
I  sound  a  little  exercised  about  it,  it  is  because  Senator  Glenn  and 
I  have  been  fighting  this  for  9  years  now,  and  the  light  at  the  end 
of  the  tunnel  may  be  a  train.  The  fact  is  that  the  American  people 
spoke  on  November  the  8  very  seriously  about  what  happens  to 
their  tax  dollar. 

I  believe  that  MILCON  has  been  an  egregious  example  of  waste 
and  mismanagement  of  taxpayer's  dollars,  and  it  has  grown  and 
grown.  I  intend  to  bring  it  to  a  stop.  But  I  want  to  emphasize 
again,  the  process  starts  with  you.  If  it  is  fiawed  with  you,  then  it 
is  almost  impossible  for  Senator  Glenn  and  I  to  maintain  the 
standards  that  it  clearly  deserves. 

Without  objection,  the  statements  of  Maj.  Gen.  Roger  W.  Sandler, 
who  is  the  Executive  Director  of  the  Reserve  Officers  Association 
of  the  United  States,  and  the  statement  of  Sgt.  Maj.  Michael  F. 
Ouellette,  who  is  the  Director  of  Legislative  Affairs  for  the  Non- 
commissioned Officers  Association,  will  be  made  a  part  of  the 
record. 

[The  prepared  statements  of  Maj.  Gen.  Roger  W.  Sandler  and 
Sgt.  Maj.  Michael  F.  Ouellette  follow:] 
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Prepared  Statement  by  Maj.  Gen.  Roger  W.  Sandler,  AUS  (Ret.),  Executive 
Director,  Reserve  Officers  Association  of  the  United  States 

Mr.  Chairman  and  Members  of  the  Subcommittee:  On  behalf  of  the  more  than 
100,000  members  of  the  Reserve  Officers  Association,  members  of  each  of  the  uni- 
formed services,  I  appreciate  the  opportunity  to  address  this  subcommittee  to 
present  the  association's  concerns  relating  to  military  construction  funding  for  the 
Reserve  components  for  fiscal  year  1996. 

The  Reserve  OfTicers  Association  is  grateful  to  this  subcommittee  for  its  continu- 
ing support  of  the  Guard  and  Reserve.  Without  your  support.  Reserve  component 
readiness  would  not  be  at  today's  high  level — without  the  facilities  you  provided  the 
Guard  and  Reserve,  they  could  not  have  contributed  so  effectively  to  Operation 
Desert  Storm  and  subsequent  operations. 

The  Congress  has  repeatedly  instructed  the  Department  of  Defense  to  designate 
a  greater  percentage  of  the  total  military  construction  request  for  Reserve  compo- 
nent facilities.  Under  pressure  to  make  overall  budget  reductions,  however,  the 
DOD  has  reduced  its  military  construction  requests  for  the  Guard  and  Reserve  to 
levels  well  below  the  established  goal.  The  additional  projects  funded  by  the  Con- 
gress have  been  directly  responsible  for  providing  urgently  needed  facility  improve- 
ments. 

construction  backlogs 

Base  closures  and  force  realignments  have  generated  requirements  for  new  con- 
struction to  support  new  missions.  Much  of  the  funding  for  military  construction  for 
the  Guard  and  Reserve,  requested  and  appropriated,  has  been  for  new  construction, 
while  the  needs  for  repair  and  renovation  has  grown.  Even  during  the  eighties, 
when  defense  spending  was  on  the  rise.  Reserve  component  military  construction 
backlogs  continued  to  grow. 

Military  construction  backlogs  have  increased  in  all  of  the  Reserve  components, 
with  the  exception  of  the  Naval  Reserve.  Construction  backlog  in  the  Naval  Reserve 
have  decreased  only  because  requirements  were  canceled  by  base  closure  actions. 
These  construction  backlogs  impair  readiness,  retention,  and  morale. 

If  the  Reserve  components  are  to  continue  to  make  significant  contributions  to  na- 
tional security,  they  must  be  provided  adequate  facilities  to  meet  unique  Guard  and 
Reserve  requirements — including  the  location  of  facilities  where  there  are  persons 
and  skills  needed  to  meet  Reserve  component  needs.  Failure  to  do  so  will  lead  to 
the  demise  of  Reserve  component  readiness. 

In  addition  to  their  impact  on  morale  and  training,  construction  backlogs,  or  the 
failure  to  meet  military  construction  requirements,  indirectly  and  insidiously  affect 
Reserve  readiness.  In  the  name  of  cost-effectiveness,  facilities  with  the  highest 
maintenance  and  renovation  costs  become  targets  for  closure.  The  closure  of  lacili- 
ties  that  require  expensive  improvements  may  be  economically  prudent  in  the  case 
of  Active  forces,  but  because  of  the  demographic  impact,  closure  of  Reserve  facilities 
can  have  a  devastating  effect  on  Total  Force  combat  capability. 

demographic  impact 

The  impact  of  demographics  is  critical  to  the  location  of  Reserve  units  and,  thus, 
on  Reserve  component  effectiveness.  Unlike  their  Active  counterparts,  who  can  be 
readily  moved  to  new  locations.  Reservists  are  tied  to  their  civilian  employment  and 
are,  thus,  often  unable  to  relocate.  There  is  a  limit  to  how  far  they  can  afford  to 
commute  to  meet  training  and  other  service  requirements.  The  closing  of  a  facility 
can  deprive  the  Reserve  components  of  populations  of  quality,  experienced  personnel 
and,  thus,  eliminate  capabilities  or  greatly  increase  training  costs. 

Many  factors  are  considered  in  base  realignment  and  closure  decisions.  Included 
are  military  requirements,  costs,  environmental  issues,  the  economic  impact  on  sur- 
rounding communities,  etc.  ROA  is  concerned  that  there  is  an  Active  component  bias 
and  that  Reserve  component  needs  are  not  understood  or  given  the  priority  they  de- 
serve. The  impact  of  demographics  on  Reserve  requirements,  especially,  has  often 
been  denied  the  weight  it  deserves. 

Emphasis  is  being  placed  on  the  shared  use  of  facilities.  Sharing  the  use  of  a  facil- 
ity by  two  or  more  Reserve  components  or  the  use  of  an  Active  component  facility 
by  a  Reserve  component  can  eliminate  duplication  and  thus  be  cost-effective.  ROA 
applauds  sharing  the  use  of  facilities  wherever  practical,  but  cautions  that  there  are 
real  limitations  to  the  shared  use  of  facilities  by  Reservists.  It  is  not  realistic  to 
close  a  Reserve  facility  in  an  area  where  a  large  number  of  Reservists  reside  and 
expect  those  Reservists  to  travel  great  distances  to  train  at  another  existing  site. 
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There  may  be  a  conception  that  the  drawdown  of  Active  forces  will  free  facilities 
for  use  by  the  Reserve  components.  While  Reservists  may  be  able  to  make  use  of 
a  limited  number  of  Active  facilities^  the  ability  to  save  additional  funds  in  this 
manner  is  minimal.  The  instances  oi  Reserve  components'  being  able  to  take  over 
facilities  previously  used  by  Active  forces  without  alteration  or  renovation  will  be 
very  few.  Because  of  the  demographic  factor,  facilities  previously  used  by  Active 
forces  will  simply  not  meet  the  needs  of  the  Reserve  components  in  most  instances. 
To  the  extent  tnat  Active  component  facilities  can  be  usefully  transferred  to  the  Re- 
serve components,  these  actions  have  already  gone  into  current  planning  and  are 
reflected  in  the  budget  request. 

IMPACT  ON  TRAINING 

Training  is  crucial  to  the  readiness  of  the  Guard  and  Reserve,  and  the  amount 
and  quality  of  training  are  directly  related  to  the  adequacy  of  facilities.  In  addition 
to  adding  and  maintaming  skills,  training  has  a  direct  influence  on  morale  and  re- 
tention. Without  meaningful  training,  morale  sufTers,  and  Reservists  may  quickly 
lose  interest  in  Guard  and  Reserve  participation.  The  adequacy  of  facilities  has  a 
direct  bearing  on  esprit  de  corps  and,  thus,  readiness. 

Many  experts  in  and  out  of  the  military  have  called  for  a  greater  reliance  on 
training  simulators  as  a  cost-efTective  way  of  improving  Reserve  component  training 
and  readiness.  New  facilities  are  required  to  house  additional  training  simulators. 

The  following  addresses  military  construction  needs  by  Reserve  component: 

ARMY  RESERVE 

As  America's  Army  has  changed  from  a  large,  Cold-War,  Europe-focused  force  to 
a  smaller,  CONUS-based,  power-projection  Army,  its  dependence  on  its  cost-efTective 
Reserve  components  has  increased  significantly.  However,  with  this  change  there 
has  not  been  a  corresponding  growth  in  the  facilities  needed  to  support  the  ex- 
panded role  of  the  Army  Reserve.  Today,  the  Army  Reserve  stands  last  among  the 
Reserve  components  with  less  than  60  percent  of  its  required  facilities.  The  facility 
shortage  is  further  complicated  by  projected  base  closings  and  the  loss  of  their  sup- 
port facilities.  This  has  led  to  an  average  utilization  rate  of  over  200  percent  in  ex- 
isting facilities  and  a  $1.9  billion  backlog  of  known  construction  requirements.  Due 
to  this  backlog,  the  Army  Reserve  will  still  have  a  critical  requirement  for  pro- 
grammed MCAR  even  with  the  expected  Selected  Reserve  end  strength  reductions 
from  242,000  in  fiscal  year  1995  to  208,000  in  fiscal  year  1999.  The  current  state 
of  Army  Reserve  facilities  is  discouraging.  Over  half  of  the  Army  Reserve's  2,700 
facilities,  which  average  30  years  old,  are  inadequate  to  meet  recognized  training, 
maintenance  and  storage  requirements — many  fail  to  meet  Army  standards.  The 
Army  Reserve  has  taken  over  management  of  four  installations.  Forts  Hunter 
Liggett,  McCoy,  Parks,  and  Pickett,  and  in  the  process  has  added  an  additional 
2,600  facilities  that  average  45  years  old.  The  requirement  to  replace  obsolete  and 
deteriorating  facilities  still  exists,  and  the  reduction  in  Army  Reserve  end  strength 
will  only  marginally  ease  the  problem  of  extremely  overcrowded  facilities. 

Much  of  the  existing  Army  Reserve  physical  plant  inventory  is  in  need  of  repair. 
When  you  include  the  facilities  at  the  four  installations  cited  above,  there  are  cur- 
rently over  5,300  facilities  (including  approximately  1,160  Reserve  centers)  managed 
and  maintained  by  the  Army  Reserve.  Many  of  these  facilities  were  constructed  or 
acquired  during  an  era  in  which  very  little  equipment  was  issued  to  the  Army  Re- 
serve, and  there  were  only  one  or  two  full-time  personnel  working  at  each  Reserve 
center.  The  increased  flow  of  equipment  to  the  Reserve  as  it  has  become  a  more  sig- 
nificant partner  in  the  Total  Army  has  increased  storage  requirements,  resulting  in 
significant  overcrowding  at  many  Army  Reserve  centers. 

This  situation  has  created  a  training  situation  that  is  increasingly  unsafe,  envi- 
ronmentally unacceptable,  and  damaging  to  readiness.  Because  most  Army  Reserve 
facilities  are  in  localities  distant  from  Active  component  installations,  aggressively 
capitalizing  on  Armed  Forces  base  closure  alone  will  not  solve  these  proolems.  Ac- 
cordingly, lull  funding  of  the  Army  Reserve's  military  construction  program  and  real 
property  maintenance  programs  becomes  more  essential  than  ever. 

Request  for  Fiscal  Year  1996:  The  military  construction  requirement  we  sup- 
port for  the  Army  Reserve  represents  its  highest  priority  projects  and  consists  of 
major  construction,  unspecified  minor  construction,  and  planning  and  design 
projects.  The  fiscal  year  1996  program  includes: 

A.  Major  Construction  provides  for  new  construction,  acquisition,  expansion,  reha- 
bilitation, or  conversion  of  facilities  for  the  training  and  administration  of  the  Army 
Reserve.  Unfortunately  DOD  looked  at  the  Reserve  components  as  a  bill  payer  in 
its  fiscal  year  1995  construction  request,  and  through  a  program  it  labeled  the  Pri- 
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ority  Investment  Program,  delayed  fiscal  year  1995  major  construction  projects  for 
1  year  during  which  DOD  believed  it  would  be  better  able  to  support  the  downsizing 
and  reshaping  of  the  Army.  This  delay  stopped  the  construction  of  eight  critically 
needed  Army  Reserve  facilities  totalling  $76.5  million  in  fiscal  year  1995.  The  fisc^ 
year  1996  Army  Reserve  MCAR  budget  request  includes  those  MCAR  projects  for 
which  design  is  already  completed.  DOD  accomplished  one  goal  through  tnis  maneu- 
ver— it  reduced  the  fiscal  year  1995  defense  budget.  Unfortunately,  DOD  also  de- 
layed critically  needed  MCAR  projects  that  were  and  are  needed  for  Total  Army 
training  and  readiness.  The  fiscal  year  1996  MCAR  request  for  $37,569,000,  which 
will  fund  construction  of  four  new  Reserve  centers,  two  battle  projection  centers,  one 
addition/alteration  to  an  existing  Reserve  center,  one  joint  intelligence  training  cen- 
ter, and  the  acquisition  of  one  land  parcel  follows: 

FISCAL  YEAR  1996  MILITARY  CONSTRUCTION  ARMY  RESERVE  (MCAR)  PROGRAM 

[Dollan  in  thogsandsl 

Location/State  Project  Descnplion  Costs 

Jasper  AL  ADD/ALT  USARC/OMS $2,500 

Fort  Wainwright,  AK USARC/DMS/STORAGE 4.779 

Camp  Parks,  CA  Battle  Proiect  Center  5,868 

Arlington  Heights,  IL Battle  Proiect  Center  4,860 

Fort  Sheridan,  IL  AOO/ALT  RTS^NTEL 3,300 

Olathe  KS Land  Acquisition 539 

Topeka',  KS  USARCA)MS  6,487 

Hickory,  NC  USARC  2,713 

Green  Bay,  Wl  USARC/OMS/AMSA  6.523 

TOTAL $37,569 

Request  for  fiscal  year  1997:  The  Army  Reserve  fiscal  year  1997  MCAR  budget 
request  is  for  $47,879,000.  It  will  fund  the  construction  of  two  Reserve  centers,  four 
addition  and  alteration  projects  to  existing  centers,  and  a  new  equipment  concentra- 
tion site  (ECS).  Construction  on  each  of  these  projects  could  begin  in  fiscal  year 
1996  with  approved  funding.  We  urge  the  Congress  to  fund  construction  starts  of 
these  projects. 

B.  Unspecified  Minor  Construction:  Unspecified  minor  construction  includes  con- 
struction, alteration  or  conversion  of  permanent  or  temporary  facilities  and  provides 
the  means  to  accomplish  projects  that  may  arise  during  fiscal  year  1996  to  satisfy 
critical,  unforeseen  mission  reauirements,  e.g.,  the  arrival  and  redistribution  of 
equipment.  Projects  must  also  he  undertaken  on  an  urgent  basis  to  comply  with 
State  and  Federal  environmental  laws.  The  reauested  amount  for  unspecified  minor 
construction  identified  in  the  Army  Reserve's  MILCON  testimony  is  only  $1.7  mil- 
lion, and  is  necessary  to  accommodate  emerging  and  unforeseen  mission  require- 
ments growing  from  the  transfer  of  units  and  equipment  resulting  from  the  Offsite 
Agreement  reached  by  the  Army  Guard  and  Reserve. 

C.  Planning  and  Design:  Provides  for  design  of  necessary  construction  projects 
that  support  the  Reserve  mission.  The  budget  requirement  to  adequately  fund  fu- 
ture MCAR  and  fiscal  year  1996  minor  construction  and  design  is  $3,694  million. 

This  total  fiscal  year  1996  military  construction  program  request  includes  the  $5.4 
million  for  unspecified  minor  construction,  for  urgent  work  for  facilities  and  unfore- 
seen mission  requirements,  and  for  planning  and  design  for  future  year  construction 
projects  identified  by  the  Army  Reserve  in  its  testimony,  as  well  as  the  $37.6  million 
for  major  construction  that  we  have  identified  for  a  total  authorization  and  appro- 
priation request  of  $43.0  million.  Without  it,  facilities  well  beyond  their  useful  life 
will  continue  to  deteriorate.  Failure  to  provide  funding  at  this  level  now  will  guaran- 
tee greater  costs  later. 

Another  important  source  of  resources  in  support  of  the  Army  Reserve  facilities 
is  the  Operation  and  Maintenance,  Army  Reserve  (OMAR)  authorization;  specifi- 
cally, the  resources  for  real  property  maintenance  activities  (RPMA)  and  environ- 
mental compliance. 

Real  Property  Maintenance  Activities:  The  replacement  value  for  all  Army  Reserve 
facilities  exceeds  $3.2  billion.  Their  average  age  is  over  30  years.  With  the  dollars 
from  this  OMAR  appropriation,  the  Army  Reserve  accomplishes  an  astronomical 
task  of  operating  facilities,  which  includes  repairing  and  performing  preventive 
maintenance  on  them.  The  facility  managers  at  the  Reserve  centers  are  to  be  com- 
mended for  the  outstanding  job  they  do  keeping  their  centers  operational.  However, 
even  though  they  are  able  to  keep  the  facilities  open,  they  are  falling  behind  in 
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maintaining  them.  The  backlog  of  maintenance  and  repair  (BMAR)  continues  to 
rise.  The  BMAR  is  projected  to  be  $110  million  by  the  end  of  fiscal  year  1995  and 
will  increase  to  over  $130  million  by  the  end  of  fiscal  year  1996. 

Environmental  Compliance:  Along  with  the  increasing  demand  for  maintenance 
funding,  environmental  compliance  requirements  under  the  Clean  Water  Act  have 
placed  demands  on  resources  authorized  and  appropriated  for  the  Army  Reserve. 
Environmental  compliance  funding  requirements  have  increased  from  $5.5  million 
in  fiscal  year  1990  to  $42.3  million  in  fiscal  year  1995.  The  Army  Reserve's  fiscal 
year  1996  budget  request  is  $38.7  million.  T>iese  environmental  compliance  require- 
ments cannot  be  ignored. 

SUMMARY 

The  Army  Reserve's  fiscal  year  1996  MCAR  budget  request  is  $42,963,000.  Fully 
funded,  this  reauest  will  reduce  only  a  small  portion  of  the  Army  Reserve's  $1.9  bil- 
lion MCAR  backlog.  However,  on  the  positive  side,  construction  of  these  new  facili- 
ties will  significantly  improve  the  quality  of  training,  and  eliminate  overcrowding 
for  many  dedicated  citizen-soldiers  across  the  Nation  while  enhancing  readiness  and 
equipment  maintenance  and  storage  capabilities  at  several  locations.  We  urge  the 
Congress  to  fully  fund  the  Army  Reserve  s  MCAR  budget  request. 

AIR  FORCE  RESERVE 

The  Air  Force  Reserve  fiscal  year  1996  MILCON  budget  request  of  $27.0  million 
includes  $21.0  million  for  projects  in  five  States,  $4.2  million  for  unspecified  minor 
construction,  and  $2.7  million  for  planning  and  design.  This  investment  level  rep- 
resents 47  percent  of  the  fiscal  year  1995  appropriation  for  Air  Force  Reserve.  The 
biggest  difference  from  last  year  is  in  current  mission  MILCON,  which  provides 
traming  and  working  facilities,  while  also  upgrading  base  infrastructure. 

ENVIRONMENTAL  COMPLIANCE 

The  top  priority  in  Air  Force  Reserve's  1996  program  is  to  satisfy  level-1  environ- 
mental compliance  requirements.  The  $4.05  million  fiscal  year  1996  environmental 
program  will  provide  environmentally  safe  firefighter  training  facilities  and  upgrade 
a  base  water  distribution  system. 

NEW  MISSION 

Having  ensured  environmental  compliance,  the  next  Reserve  facility  priority  is 
new  mission  requirements.  In  fiscal  year  1996,  ROA  requests  $7.58  million  for  two 
projects  that  support  an  increase  of  C-130  aircraft  at  Youngstown  Air  Reserve  Sta- 
tion, Ohio. 

CURRENT  MISSION 

The  Air  Force  Reserve's  third  priority  for  the  fiscal  year  1996  program  is  current 
mission  MILCON  requirement  totaling  $8,503  million.  The  fiscal  year  1996  program 
has  two  projects — construction  of  a  composite  maintenance  facility  and  a  fuels  sys- 
tem maintenance  hangar — that  provide  adequate  training  and  working  conditions 
for  our  people. 

ADDITIONAL  FISCAL  YEAR  1996  REQUIREMENTS 

Critical  to  attaining  mission  readiness  in  unit  conversions  are  currently  unfunded 
fiscal  year  1996  MILCON  requirements.  The  conversion  at  Tinker  AFB  from  fight- 
ers to  tankers  involves  three  projects  totaling  $11.9  million.  The  next  project  is  the 
Air  Force  Reserve  headquarters  renovation  at  Robins  Air  Force  Base  totaling  $9.9 
million.  A  second  aircraft  conversion  with  just  one  project  occurs  at  Selfridge  Air 
National  Guard  Base  totaling  $6.0  million.  The  last  new  mission  requirement  in- 
volves three  projects  at  Youngstown,  Ohio,  totaling  $11.5  million.  Other  partially  de- 
signed projects  also  above  the  budget  request  bring  the  total  additional  MILCON 
requirement  to  $116.00  million  and  design  requirement  to  $8.26  million.  In  order 
of  priority,  these  projects  are: 

ROA-SUPPORTtD,  AIR  FORCE  RESERVE  UNFUNDED  MILCON  REQUIREMENTS  FOR  FISCAL  YEAR  1996 


Pnnaty  BasVState  Project  ^°^,         Osn  (%) 


(SOOO)         """  '*'         ($000) 


1  Tinter,  OK ADAL  Aircraft  Hangar $3.20  35 

2  Tinker,  OK Fuel  Maintenance  Hangar 4.80  35 
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ROA-SUPPORTED,  AIR  FORCE  RESERVE  UNFUNDED  MILCON  REQUIREMENTS  FOR  RSCAL  YEAR  1996— 

Continued 


Pnmaiy  Basa^ate  PniKt  ,i^         Osn  (%) 


(JOOO)         "*"  '*'        (MOO) 


3  Tinker,  OK Squadron  Ops  Facility 3.90  35     

4  Kelly,  TX Aefial  Port  Training  Facility 2.10  100     

5  Robins,  GA Renovate  AfRES  HQ  BWg  9.90  20      

6  Scott,  IL  Consolidated  Medical  Training  2.20  30     

7  Minn- St.  Paul,  MN ADAL  Corrosion  Ctrl  Facility 1.53  90     

8  Youngstown,  OH  Upgrade  Sanitary  Sewer  0.60  100     

9  Davis  Month,  AZ  Squadron  Ops  Facility 2.50  0  0.35 

10  Selfridge,  Ml  Fuel  Maintenance  Hangar 6.00  2      

11  Andrews,  MD  Alter  Wing  HQ 3.30  3      

12  Dobbins,  GA ADAL  Secunty  Police  Operations 1.50  95     

13  Youngstown,  OH  Alter  Squadron  Ops 1.30  0  0.18 

14  Youngstown,  OH  Wing  HQ  5.20  0  0.74 

15  Youngstown,  OH  ADAL  Engine/Avionics/Surv  Eq 3.60  0  0.51 

16  Keesler,  MS Maintenance  Hangar 4.00  10     

17  Mitchell,  Wl  Aerial  Port  Training  Facility 3.00  4      

18  Kelly,  TX  Wing  HQ  3.00  35      

19  Mitchell,  Wl  ADAL  Composite  Training  Facility 2  00  0  0  28 

20  March,  CA Electnfy  Ramp  15.30  0  2.17 

21  Youngstown,  OH  Electncal  Substation 047  1  0.58 

22  Youngstown,  OH  ADAL  Base  Supply 2.80  0  0.40 

23  Youngstown,  OH  ADAL  Misc  Maintenance  Facility 1.00  0  0.14 

24  Maxwell,  AL  Composite  Maintenance  Facility 0.70  95     

25  Maxwell,  AL  LG  Complex  4.70  2     

26  Duke  Field,  FL  Renovate  Airmen  Lodging  Facility 3.80  0  0.54 

27  Niagara,  NY Airmen  Lodging  Facility  6.70  0  0.95 

28  Niagara,  NY Visiting  Officers  Quarters 4.55  0  0.65 

29  Niagara,  NY Consolidated  Training  Facility 1.90  2     

30  Niagara,  NY Composite  Maintenance  Facility 3.95  0  0.56 

31  Hill,  UT  Munitions  Maintenance 1.50  35      

32  Portland,  OR  Structural  Maintenance  Facility 0.80  95  0.11 

33  Mitchell,  Wl  Vetiicle  Ops/Maintenance  Facility 3.30  60     

34  Dobbins,  GA ADAL  Communications  Facility 0.90  60     

TOTAL  „ $116.00  $8.26 

NAVAL  AND  MARINE  CORPS  RESERVE 

The  budget  request  for  Military  Construction,  Naval  Reserve  (MCNR)  for  fiscal 
year  1996  is  for  only  $7.9  million,  will  support  just  two  relatively  small  projects, 
does  not  include  any  funds  for  minor  construction,  and  includes  approximately 
$950,000  for  planning  and  design  of  future  projects. 

This  request  contrasts  sharply  with  the  more  than  $50  million  appropriated  for 
fiscal  year  1993,  the  $25  million  program  approved  by  Congress  for  fiscal  year  1994, 
and  the  $22.8  million  provided  by  Congress  last  year.  Funding  for  Naval  and  Ma- 
rine Corps  Reserve  construction  at  even  these  relatively  modest  levels  has  occurred 
only  because  Congress  has  made  significant  additions  to  the  requests  that  were  sub- 
mitted from  the  Pentagon. 

For  example,  last  year  the  Department's  request  was  for  a  mere  $2.4  million  for 
fiscal  year  1995,  and  included  only  a  single  project,  although  the  construction  back- 
log of  the  Naval  and  Marine  Corps  Reserve  was  approximately  $750  million.  Con- 
gress recognized  the  gross  inadequacy  of  the  request  and  increased  the  program  to 
a  more  realistic  $22.8  million. 

BACKLOG  AND  BRAC 

The  serious  underfunding  of  construction  requirements  for  the  Naval  and  Marine 
Corps  Reserve  is  an  integral  part  of  the  combination  of  events  that  can  lead  to  the 
foreclosure  of  opportunity  for  these  Reserve  components  to  remain  a  vital  part  of 
their  services'  Total  Force. 

Poor  material  condition  of  facilities  and  lack  of  funding  to  repair  or  replace  them 
has  become  a  reason  for  these  facilities  to  be  included  in  the  closure  lists  that  the 
services  submit  to  the  Base  Realignment  and  Closure  (BRAC)  process.  During  this 
process,  the  same  poor  material  condition  that  is  a  major  reason  an  installation  is 
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originally  considered  for  closure  becomes  the  primary  reason  to  decide  to  close  or 
consolidate  the  same  Reserve  facility.  Requirements  and  the  unique  demographic 
demands  of  the  Reserve  components  have  become  secondary  issues. 

As  a  result,  nearly  50  Naval  and  Marine  Corps  Reserve  facilities  have  been  or 
are  scheduled  to  be  closed  or  consolidated  as  a  result  of  BRAC  93  action.  BRAC  95 
recommendations  include  the  closure  of  10  more  Naval  Reserve  facilities,  listed 
below,  (including  NAS  South  Weymouth,  MA)  and  two  more  readiness  regions.  NAS 
South  Weymouth  was  recommended  for  closure  by  the  Navy  during  BRAC  93,  but 
was  directed  to  remain  open  by  the  Commission. 

Naval  Reserve — BRAC  95  Recommended  Closures: 

•  Naval  Air  Station,  South  Weymouth,  MA; 

•  Naval  Reserve  Center,  Stockton,  CA; 

•  Naval  Reserve  Center,  Pomona,  CA; 

•  Naval  Reserve  Center,  Santa  Ana,  CA; 

•  Naval  Reserve  Center,  Laredo,  TX; 

•  Naval  Reserve  Center,  Sheboj'gan,  WI; 

•  Naval  Reserve  Center,  Cadillac,  MI; 

•  Naval  Reserve  Center,  Staten  Island,  NY; 

•  Naval  Reserve  Center,  Huntsville,  AL; 

•  Naval  Air  Reserve  Center,  Olathe,  KA; 

•  Naval  Reserve  Readiness  Command,  Region  10,  New  Orleans,  LA;  and 

•  Naval  Reserve  Readiness  Command,  Region  7,  Charleston,  SC. 

The  nature  of  the  BRAC  process  indicates  that  the  closure  of  all  nine  of  the  Re- 
serve centers  and  both  readiness  commands  is  all  but  a  foregone  conclusion  and  that 
NAS  South  Weymouth  will  also  close  unless  there  is  major  activity  by  local  leaders 
to  educate  the  new  BRAC  membership  of  the  importance  and  value  of  the  only 
Naval  Air  Reserve  facility  in  New  England. 

The  interest  of  the  Massachusetts  National  Guard  in  moving  a  new  high  priority 
field  artillery  battalion  with  its  45  full-time  and  600  part-time  Guardsmen  and  asso- 
ciated equipment  aboard  NAS  South  Weymouth  should  cause  the  Commission  to 
give  favorable  consideration  to  once  again  directing  that  this  facility  remain  open. 

GROWING  BACKLOG 

The  backlog  of  military  construction  and  the  critical  backlog  of  essential  mainte- 
nance and  repair  of  Naval  and  Marine  Corps  Reserve  facilities  still  exceeds  $650 
million  even  with  the  "elimination"  of  much  of  these  backlogs  by  the  deletion  of 
needed  projects  at  locations  that  are  planned  for  closure.  Once  again,  the  MCNR  re- 
quest for  fiscal  year  1996  will  not  keep  pace  with  the  impact  of  inflation  on  even 
these  reduced  backlogs. 

If  the  BRAC  95  recommendations  are  approved,  the  Naval  Reserve  will  be  re- 
duced to  less  than  200  air  and  surface  facilities  nationwide.  This  would  be,  by  far, 
the  smallest  number  of  demographic  centers  for  Naval  Reserve  activity  since  World 
War  II  and  one  third  fewer  than  were  in  operation  in  1978  when  the  number  of 
drilling  Reservists  was  approximately  the  same  as  it  is  today. 

FISCAL  YEAR  1996  REQUEST 

As  indicated  earlier,  the  MCNR  request  for  fiscal  year  1996  is  for  only  $7.9  mil- 
lion. This  request  will  cover  the  following  two  projects: 

$3.1  million — Reserve  Training  Building,  Marine  Corps  Reserve  Training  Center, 
Camp  Edwards,  Massachusetts. 

This  project  replaces  a  World  War  II  wood-fiame  building  that  is  well  beyond  eco- 
nomical repair  and  is  inadequate  for  current  and  projected  requirements. 

$3.8  million — Training  Building  Addition,  Navy  and  Marine  Corps  Reserve  Cen- 
ter, Buffalo,  New  York. 

This  project  provides  an  additional  building  that  is  needed  to  house  adequate 
training  and  administrative  support  for  assigned  Reserve  personnel. 

As  noted  earlier,  approximately  $950,000  is  also  requested  for  planning  and  de- 
sign of  future  projects  bringing  the  total  MCNR  1996  request  to  $7.9  million. 

ADDITIONAL  RECOMMENDED  PROJECTS 

The  following  required  projects,  with  a  total  cost  of  only  $17.5  million,  are 
unprogrammed  but  are  eitner  designed,  sufficiently  under  design,  or  are  acquisi- 
tions that  require  no  design  (such  as  the  buyout  of  a  lease-to-purchase  real  estate 
agreement),  and;  therefore,  could  be  executed  in  fiscal  year  1996. 
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RECOMMENDED  ADDITIONAL  MCNR  PROJECTS 

IMIin  ■  tkoMUwis] 


Location                                                                                Project  Cost 

#Mariett,  GA CommTEIect.  Building $  .5 

NSA  New  Orteans.  LA  NAVRES  Management  School  3.1 

•  NAF  Washington,  MD  _ Replacement  BEQ 3.0 

NAF  Washington,  MD  Maintenance  Hangar  Addition 1.4 

♦  Garden  City,  NY  _ Parking  Facility .5 

*  NMCRC  Pittsburgh,  PA  _ RESCEN  Purchase 6.2 

*  NAS  Willow  Grove,  PA  Aircraft  Rinse  Facility .8 

NMCRC  Roanoke,  VA RESCEN  Addition  .9 

NRC  Stevens  Pt.,  Wl  RESCEN  Purchase 1.1 


TOTAL  $17.5 


llnbhne  Cocps  ReMtve  protect 

*Aho  supports  the  Marine  Corps  Reserve 

ROA  recommends  that  the  request  for  the  Military  Construction,  Naval  Reserve 
(MCNR)  appropriation  be  approved  and  that  Congress  add  authorization  and  fund- 
ing for  as  many  projects  as  possible  from  the  list  of  projects  provided  above.  In  addi- 
tion, it  is  recommended  that  funds  be  added  for  minor  construction  and  planning 
and  design  with  direction  that  the  flscal  year  1997  MCNR  request  be  the  first  of 
an  aggressive  multi-year  program  to  reduce  the  backlogs  of  military  construction 
and  essential  maintenance  and  repair  for  Naval  and  Marine  Corps  Reserve  facili- 
ties. 

CONCLUSION 

The  Congress  has  repeatedly  expressed  its  sense  that  the  Reserve  components 
should  have  a  greater  role  in  the  Nation's  defense.  ROA  appreciates  the  confidence 
congressional  members  have  placed  in  the  Nation's  Reservists,  but  would  remind 
the  Congress  that  the  Reserve  components  cannot  continue  indefinitely  to  do  more 
with  less.  The  budget  request  for  military  construction  for  the  Army,  Air  Force, 
Naval,  and  Marine  Corps  Reserves  represents  the  very  minimum  required  and 
should  be  funded.  It  does  not  begin  to  reverse  the  growth  of  construction  backlogs 
that  have  plagued  the  Reserve  components  for  many  years.  Any  additions  to  the 
military  construction  request  for  the  Reserve  components  will  be  money  well  spent. 

In  closing,  I  would  reiterate  the  need  to  give  the  demographics  of  Reservists  great- 
er consideration.  The  need  to  provide  adequate  facilities  within  reasonable  commut- 
ing distances  of  Reservist  populations  must  be  factored  into  decisions  relating  to 
base  closure  and  construction  requirements. 

Finally,  I  want  to  thank  the  panel  for  its  past  support  and  for  giving  ROA  the 
opportunity  to  provide  its  views  on  Reserve  component  military  construction.  I  will 
be  happy  to  answer  any  questions  you  have. 


r*REPARED  Statement  by  Sgt.  Maj.  Michael  F.  Ouellette,  USA,  (  Ret.), 
Director  of  Legislative  Affairs 

Mr.  Chairman,  the  Non  Commissioned  Officers  Association  of  the  USA  (NCOA) 
appreciates  the  opportunity  to  present  testimony  to  the  joint  session  of  these  sub- 
committees concerning  fiscal  year  1996  Militaiy  Construction  Authorizations  and 
offer  a  number  of  comments,  concerns  and  recommendations  the  Association  be- 
lieves will  assist  the  subcommittees  during  deliberations.  NCOA  is  a  federally-char- 
tered organization  representing  160,000  active-duty,  guard  and  reserve,  military  re- 
tirees, veterans  and  family  members  of  noncommissioned  and  petty  officers  serving 
in  every  component  of  the  Armed  Forces  of  the  United  States;  Army,  Marine  Corps, 
Navy,  Air  Force  and  Coast  Guard.  In  this  regard,  the  Association's  positions  on  the 
issues  to  be  discussed  and  the  recommendations  offered  are  direct  results  of  commu- 
nication and  coordination  efforts  with  the  Senior  Enlisted  Advisors  of  the  military 
services.  NCOA  is  honored  to  have  been  extended  the  opportunity  to  submit  testi- 
mony on  behalf  of  the  men  and  wonien  of  the  military  services.  Hopefully,  NCOA's 
participation  will  be  of  value  to  the  members  of  these  subcommittees. 

preface 

NCOA  has  consistently  cited  quality-of-life  or  "people"  programs  as  being  vitally 
important  to  the  preservation  ol"  continued  high-level  performance  and  morale  of 
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military  members.  The  Association  also  recognizes  and  appreciates  the  fact  that 
these  subcommittees  are  holding  hearings  on  nousing  and  family  support  projects. 
In  this  regard,  it  should  come  as  no  surprise  that  NCOA  fully  supports  Defense  Sec- 
retary William  Perry's  efforts  to  focus  some  $450  million  on  military  housing  and 
a  number  of  other  quality-of-life  initiatives.  The  need  for  new  construction  of  family 
housing  and  bachelor  quarters,  in  addition  to  the  Defense  Department's  failure  to 
adequately  maintain  and  repair  existing  facilities,  are  high  among  the  lists  of  com- 
plaints made  to  the  Association  by  senior  noncommissioned  and  petty  officers.  This 
attests  to  the  fact  that  living  conditions  are  tremendously  important  to  military 
members  and  their  families,  as  are  a  number  of  other  programs  that  fall  within  the 
oversight  responsibilities  of  these  subcommittees.  In  its  statement,  NCOA  will  pre- 
dominately urge  the  subcommittees  to  fund  the  Defense  Department's  request  for 
family  housing  and  bachelor  living  quarters  new  construction  requirements  and  pro- 
vide the  maintenance  funds  needed  to  make  improvements  to  existing  living,  edu- 
cational, family  support  and  medical  facilities.  Additionally,  the  Association  hopes 
to  assist  the  members  of  the  subcommittees  by  bringing  some  real  life  situations 
and  problems  obtained  by  NCOA  representatives  during  on-site  visits  to  a  number 
of  installations  during  the  year  to  their  attention. 

FAMILY  HOUSING 

NCOA  recommends  that  the  top  priority  of  both  subcommittees  is  to  make  fund- 
ing available  to  support  DOD's  request  for  $164  million  to  renovate  2,500  existing 
family  housing  units.  For  many  years,  family  housing  construction  and  maintenance 
has  taken  a  back  seat  to  weapons  development  and  training.  In  doing  so,  family 
housing  maintenance  funds  virtually  paid  for  utilities  and  garbage  pick-up  and  little 
else.  All  the  while,  military  housing  units  have  been  a^ng,  in  fact,  76  percent  of 
Army  family  quarters  are  more  than  28  years  old.  All  in  all,  the  Defense  Depart- 
ment reports  that  45  percent  of  family  housing  units  are  over  40  years  old.  Another 
interesting  statistic  is  that  of  its  376,000  on-base  housing  units,  58  percent  or 
219,000  units  are  rated  unsuitable.  It  Is  apparent  that  funding  priorities  of  the  past 
have  hampered  DOD's  ability  to  live  up  to  its  responsibilities  as  landlord  for  the 
military  services.  In  fact,  the  Defense  Department  simply  has  to  be  considered  this 
Country's  premier  "Slum  Lord." 

Due  to  the  current  budgetary  climate  and  the  cries  for  immediate  action  from  the 
senior  enlisted  leadership,  NCOA  recommends  the  subcommittees  authorize  the  nec- 
essary funding  to  permit  the  Defense  Department  an  opportunity  to  address  the 
renovation  and  maintenance  of  existing  family  housing  units  in  need  of  repair.  Al- 
though there  has  to  be  a  plan  for  the  future  replacement  of  the  older  facilities,  new 
major  housing  construction  projects  will  be  expensive  and,  even  if  sufficient  funding 
were  made  available,  it  would  take  years  to  rectify  the  current  substandard  situa- 
tion being  experienced  by  military  members  and  their  families. 

DORMITORY  CONSTRUCTION,  RENOVATION  AND  MAINTENANCE 

NCOA  is  encouraged  that  the  Army,  Marine  Corps  and  Navy  have  recently  agreed 
with  an  Air  Force  plan  for  apartment-style  dormitories  with  private  rooms  for  single 
military  members.  This  agreed  upon  design  is  one  that  will  provide  the  element  of 
privacy  that  young,  single  military  members  desire.  Additionally,  the  military  serv- 
ices now  have  an  agreed  upon  standard  that  will  help  resolve  past  differences  in 
opinion  that  led  to  inconsistent  treatment  among  the  services.  The  problem  is  that 
it  is  a  part  of  a  long  range  plan  referred  to  as  "Vision  2020"  taking  years  and  bil- 
lions 01  dollars  to  complete.  Still,  NCOA  applauds  this  initiative  and  recommends 
the  subcommittees  support  implementation  of  the  project. 

NCOA  fully  supports  the  Defense  Department's  request  for  $110  million  to  up- 
grade approximately  2,000  barracks  spaces  as  being  in  the  best  interests  of  single 
military  members.  At  the  present  time  because  of  insufficient  renovation  and  main- 
tenance funds,  single  people  forced  to  live  in  on-base  dormitories  are  virtually  re- 
sponsible for  their  own  quality -of-lives.  Noncommissioned  and  petty  officers,  volun- 
tarily aided  by  their  people,  are  taking  matters  into  their  own  hands  by  performing 
many  self-help  renovation  projects  on  their  own  ofT-duty  time.  These  projects  are  not 
routine  by  any  stretch  of  the  imagination.  Most  require  virtual  reconstruction  of  the 
interior  of  any  particular  dormitory.  Since  they  are  responsible  for  the  day-to-day 
living  conditions  of  their  charges,  enlisted  leaders  simply  say  that  they  have  no 
choice  but  to  do  the  work  themselves.  Although,  NCOA  believes  such  actions  speak 
very  highly  of  the  enlisted  leadership  of  the  military  services,  the  need  for  alter- 
native actions  does  not  speak  well  for  the  lack  of  past  attention  by  the  Department 
of  Defense  in  meeting  landlord  responsibilities. 
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In  the  interests  of  recruiting  and  retention,  NCOA  urges  the  subcommittees  to  au- 
thorize and  even  exceed  the  Defense  Departments  funding  needs  to  begin  to  address 
this  major  quality -of-life  problem. 

IMPACT  OF  BASE  CLOSURE/REALIGNMENT 

NCOA  has  reported  the  effects  of  overseas  force  reductions  and  base  closure  ac- 
tions on  the  lives  and  living  conditions  of  enlisted  military  members  to  this  sub- 
committee for  several  years.  The  same  situation  exists  in  1995.  The  reduction  of 
overseas  requirements  and  simultaneous  base  closings  are  requiring  military  per- 
sonnel to  either  remain  on-station  for  longer  periods  of  time  or  to  be  reassigned  to 
other  installations  within  the  United  States  not  scheduled  for  closure  without  re- 
gard for  personnel  authorizations  or  ceilings.  Consequently,  many  installations  are 
experiencing  overcrowding  situations  that  severely  impact  their  quality-of-life.  For 
instance,  on-base  housing  is  unavailable,  resulting  in  the  need  to  secure  housing  in 
the  local  community.  The  demand  for  housing  pushes  prices  and  rents  upwards  to 
the  point  where  junior  enlisted  members  and  their  families  can  only  find  affordable 
housing  at  a  considerable  distance  from  the  installation.  NCOA  has  received  reports 
that  many  face  daily  60  to  100  mile  round-trip  commutes.  Since  many  junior  mem- 
bers can  only  afford  one  vehicle,  families  are  unable  to  access  their  support  facilities 
(exchanges,  commissaries,  Medical  Treatment  facilities,  child  care,  schools)  as  need- 
ed or  in  a  timely  fashion. 

The  bottom  line  is  that  in  the  rush  to  meet  deficit  reduction  targets,  decisions  are 
made  that  simply  transfer  financial  expenses  onto  the  shoulders  of  military  mem- 
bers and  their  families.  NCOA  is  extremely  disappointed  that  the  Armed  Forces 
have  been  reduced  to  the  lowest  level  in  years  and  the  U.S.  Government  continues 
to  have  difficulties  taking  care  of  them. 

Mr.  Chairmen,  NCOA  recommends  that  these  subcommittees  authorize  the  nec- 
essary relief  funds  to  those  military  communities  and  installations  envisioned  to  re- 
main operational  and  survive  the  threats  of  closure  action  or  impacted  by  realign- 
ment. 

OBSOLETE  SUPPORT  FACILITIES 

The  maintenance  problems  and  funding  shortfalls  concerning  family  housing  and 
dormitory  upgrades  that  were  highlighted  earlier  are  not  the  only  areas  where  prob- 
lems are  being  reported.  During  a  recent  visit  to  Fort  Knox,  Kentucky,  an  NCOA 
representative  was  shown  a  training  area  tank  park  by  a  Brigade  Command  Ser- 
geant Major.  He  pointed  out  that  although  at  one  time  the  facility  was  considered 
to  be  state-of-the-art,  maintenance  and  renovation  funding  over  the  years  did  not 
keep  pace  with  modernization  initiatives  and  the  tank  park  had  become  a  safety 
hazard  to  military  personnel  who  used  the  facility  during  training.  It  seems  that 
with  the  fielding  of  the  larger  Ml  Abrams  Tank,  compounded  by  unit  deactivations 
necessitated  by  downsizing  efforts  had  caused  tracked  vehicle  overcrowding  condi- 
tions within  the  facility.  In  fact,  this  Command  Sergeant  Major  said  he  was  ex- 
tremely concerned  fdr  the  safety  of  the  trainees  who  were  having  to  move  several 
tanks  just  to  allow  one  to  leave  the  park  on  a  training  mission. 

NCOA  brings  this  situation  to  the  attention  of  the  subcommittees  as  matter  of  in- 
formation to  demonstrate  that  failure  to  properly  maintain  facilities  not  only  im- 
pacts living  conditions,  but  also  has  a  significant  impact  on  conditions  associated 
with  an  unsafe  working  environment. 

MEDICAL  TREATMENT  FACILITIES 

NCOA  recommends  the  members  of  these  subcommittees  respond  favorably  to  the 
DOD  request  for  new  construction  and  maintenance  funding  target  at  Medical 
Treatment  Facilities.  The  availability  and  condition  of  these  facilities  is  of  critical 
importance  since  the  Defense  Department  is  completely  changing  the  Military 
Health  Care  System  by  implement  a  new  program  known  as  Tricare.  In  order  to 
support  implementation  of  this  plan,  military  treatment  facilities  must  continue  to 
be  maintained  to  acceptable  standards. 

ON-BASE  EDUCATIONAL  FACILITIES 

NCOA  recommends  positive  action  by  these  subcommittees  to  authorize  funding 
as  requested  by  DOD  to  support  construction  projects  in  overseas  areas  and  in  the 
United  States.  Military  personnel  arc  very  concerned  that  deficit  reduction  efforts 
are  directly  impacting  the  quality  of  education  provided  to  their  children  and  the 
condition  of  the  facilities  in  which  they  are  taught.  Judging  from  the  threats  to  spe- 
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cific  parts  of  Impact  Aid  funding  and  the  reported  overcrowding  conditions  being  ex- 
perienced in  overseas  schools,  NCOA  shares  their  concerns. 

CONCLUSION 

On-base  family  housing  is  not  free  to  military  members  and  their  families.  In 
order  to  reside  in  on-base  housing,  the  military  member  must  forfeit  their  monthly 
Basic  Allowance  for  Quarters  (BAQ)  and  any  authorized  Variable  Housing  Allow- 
ance (VHA)  to  which  they  may  be  entitled.  Therefore,  as  a  military  housing  landlord 
who  is  paid  rent  by  occupants  of  the  living  quarters,  DOD  has  a  responsibility  to 
maintain  the  housing  units  and  provide  occupants  with  acceptable  living  conditions. 
If  DOD  fails  to  provide  such  conditions,  then  NCOA  would  suggest  that  the  Depart- 
ment is,  in  fact,  a  slumlord  as  defined  by  Webster  "Slumlord — a  landlord  of  slum 
buildings  who  charges  exorbitant  rents."  Thank  you. 

Senator  McCain.  Welcome,  Secretary  Pirie.  Welcome  back,  young 
man.  Welcome,  Mr.  Dishner  and  Mr.  Johnson.  I  am  glad  to  see  all 
of  you.  Please  proceed. 

Senator  Glenn.  Let  me  just  associate  myself  with  the  remarks 
of  the  chairman  here,  and  I  would  remark  also  that  we  sent  a  let- 
ter November  30  to  the  Secretary  of  Defense  reiterating  what  our 
criteria  were  going  to  be  on  these  things.  We  are  on  record  with 
that  with  the  Secretary  of  Defense.  If  there  is  any  doubt  about  it, 
we  can  give  each  one  of  you  a  copy.  In  fact,  I  think  it  would  be  a 
good  idea  if  we  gave  everybody  a  copy,  so  we  would  know.  Why  do 
we  not  send  that  over,  we  can  make  copies  right  now,  and  give  it 
to  them.  We  will  get  copies  and  give  it  to  them  right  now,  so  you 
can  take  it  home  with  you. 

[The  letter  to  Secretary  Perry  follows:] 

United  States  Senate, 
Committee  on  Armed  Services, 
Washington,  DC,  November  30,  1994. 
Hon.  William  J.  Perry, 
Secretary  of  Defense, 
The  Pentagon, 
Washington,  DC. 

Dear  Mr.  Secretary:  During  the  past  year,  the  Senate  Armed  Services  Commit- 
tee made  a  concerted  efTort  to  limit  Congressional  add-ons  to  the  Military  Construc- 
tion budget.  In  the  coming  session,  we  will  diligently  impose  the  criteria  established 
by  the  Sense  of  the  Senate  provision  included  in  the  National  Defense  Authorization 
Act  for  Fiscal  Year  1995. 

As  vou  may  know,  the  provision  states  that  the  Senate  should  consider  authoriza- 
tion K)r  appropriations  oi  funds  for  a  military  construction  project  not  included  in 
the  annual  budget  request  of  the  Department  of  Defense  only  if 

(1)  the  project  is  consistent  with  past  actions  under  the  base  closure  laws; 

(2)  the  project  is  included  in  the  military  construction  plan  of  the  military  de- 
partment concerned  incorporated  in  the  Future  Years  Defense  Program; 

(3)  the  project  is  necessary  for  reasons  of  the  national  security  of  the  United 
States;  and 

(4)  a  contract  for  construction  of  the  project  can  be  awarded  in  that  fiscal 
year. 

The  legislation  also  provides  that  the  Senate  should  solicit  your  views  on  any 
project  that  meets  the  listed  criteria.  Your  views  should  include  whether  funds  for 
a  project  not  in  the  budget  request  can  be  offset  by  funds  for  other  programs  in  the 
budget  request. 

As  the  Department  prepares  the  budget  request  for  fiscal  year  1996,  we  urge  you 
to  fund  the  military  construction  accounts  at  levels  that  will  allow  the  military  serv- 
ices to  meet  new  mission  requirements,  facility  modernization  goals,  and  quality  of 
life  improvement  initiatives.  We  hope  that  you  will  pay  particular  attention  to  the 
Reserve  component  construction  accounts.  Historically,  it  seems  the  funding  for  pri- 
ority Reserve  component  construction  has  been  short-changed  on  the  assumption 
that  the  Congress  would  include  additional  funds  for  Reserve  component  projects. 

We  believe  your  assistance  in  achieving  a  more  balanced  budget  request  for  the 
military  construction  program,  coupled  with  our  efforts  to  impose  the  criteria  we  es- 
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tablished  will  ensure  that  the  military  services  receive  adequate  funding  for  projects 
based  on  military  necessity. 

The  Department  was  supportive  of  our  efTorts  in  establishing  this  review  process 
during  last  year's  budget  process,  and  we  would  appreciate  continued  support  as 
well  as  your  personal  involvement  in  this  area  of  concern.  We  look  forward  to  work- 
ing with  you  m  the  coming  year. 
Sincerely, 

John  Glenn,  John  McCain, 

Chairman,  Ranking  Minority  Member, 

Subcommittee  on  Military  Subcommittee  on  Military 

Readiness  and  Defense  Readiness  and  Defense 

Infrastructure  Infrastructure 

I  agree  with  everything  the  chairman  has  said.  I  have  to  leave 
for  a  few  minutes,  and  then  I  will  be  back. 

Senator  McCain.  Thank  you,  sir.  Welcome  back. 

Senator  Glenn.  I  would  also  like  to  have  my  opening  statement 
introduced  into  the  record. 

Senator  McCain.  Without  objection.  Senator  Glenn's  opening 
statement  will  be  made  part  of  the  record. 

[The  prepared  statement  of  Senator  Glenn  follows:! 

Prepared  Statement  by  Senator  John  Glenn 

I  want  to  add  my  welcome  to  the  second  panel  of  witnesses  before  the  subcommit- 
tee today  who  will  address  the  fiscal  year  1996  military  construction  budget  request. 

Preparing  the  military  construction  budget  is  not  a  simple  task — this  is  especially 
true  when  the  Defense  Department  is  continuing  its  force  structure  and  base  struc- 
ture reduction  efforts.  A  challenging,  yet  very  important  element  in  this  task,  I  be- 
lieve, is  striking  the  right  balance  in  funding  readiness,  environmental  compliance, 
and  quality  of  life  related  facility  requirements.  Further  complicating  the  effort  is 
balancing  the  need  for  new  or  replacement  facilities  with  repair  ana  maintenance 
of  existing  facilities — all  within  budgetary  limitations. 

Making  budgetary  decisions  is  seldom  easy,  and  the  subcommittee  recognizes  all 
of  our  witnesses'  contributions  in  preparing  the  budget  request  before  us  today. 

The  subcommittee  has  asked  you  to  app)ear  before  us  today  to  explain  the  ration- 
ale behind  some  of  your  requests,  so  that  we  can  better  understand  your  decisions 
and  make  well-informed  recommendations  to  the  full  committee  as  we  prepare  to 
mark-up  of  the  defense  bill. 

Todays  hearing  is  the  first  time  in  many  years  that  we  see  a  new  face  seated 
at  the  witness  table.  After  a  long  and  distinguished  career  in  the  Air  Force  installa- 
tions arena,  Mr.  Jim  Boatright,  nas  retired.  Mr.  Boatright  assisted  this  subcommit- 
tee in  countless  ways,  and  we  wish  him  well  in  his  retirement.  His  successor,  Mr. 
Dishner,  joins  us  for  the  first  time  today,  and  I  extend  a  special  welcome  to  you. 

I  appreciate  all  of  our  witnesses  agreeing  to  appear  before  the  subcommittee 
today,  and  I  look  forward  to  receiving  your  testimony. 

Thank  you,  Mr.  Chairman. 

Senator  McCain.  Secretary  Bayer. 

STATEMENT  OF  ROBERT  E.  BAYER,  DEPUTY  ASSISTANT 
SECRETARY  OF  DEFENSE  (INSTALLATIONS) 

Mr.  Bayer,  Thank  you,  Mr.  Chairman.  I  must  say  that  I  think 
my  colleagues  and  I  share  your  concern  about  priorities.  As  you 
well  know,  military  construction  and  the  maintenance  of  the  infra- 
structure that  we  are  looking  for  in  the  long  term  have  to  compete 
with  a  whole  lot  of  other  legitimate  commitments  within  the  De- 
partment. I  think  from  my  point  of  view  in  building  the  1996  budg- 
et request  that,  in  fact,  there  was  a  very  good  dialogue  about  what 
needs  to  go  in  there  and  what  does  not  need  to  go  in  there,  based 
upon  the  amount  of  money  that  we  had  available.  So  I  was  quite 
pleased  with  the  process  that  went  on  within  the  Department. 
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Let  me  try,  just  in  the  time  available,  to  make  three  points  to 
you  about  facilities.  The  first  one  is  that  we  are  in  a  period  of  tran- 
sition, as  you  well  know.  We  have  almost  completed  the  military 
force  reductions  of  the  Department.  On  the  civilian  side,  we  are 
still  working  on  that.  And  from  the  infrastructure  point  of  view,  we 
are  just  about  complete  overseas.  But  on  the  CONUS  side,  we  still 
have  infrastructure,  and  you  know  that  the  BRAG  process  is  still 
ongoing. 

This  whole  issue  of  bringing  down  our  infrastructure,  of  course, 
has  created  a  tremendous  amount  of  turbulence  in  the  planning  for 
a  rational  approach  to  maintaining  our  facilities.  I  think  that  is 
just  part  of  the  atmosphere  that  the  Department  has  faced  over  the 
last  7  or  8  years,  and  I  think  it  needs  to  be  named  as  ongoing.  Al- 
most 40  percent  of  the  budget  request  that  we  have  is  related  to 
base  closures.  We  think  that  is  a  good  investment,  because  in  the 
long  term  we  are  going  to  have  substantial  savings  that  in  fact  can 
be  plowed  back  into  readiness  and  also  force  modernization.  So, 
that  was  the  first  point  I  wanted  to  make. 

The  second  point  is  the  relationship  of  our  facilities  to  readiness 
itself.  I  would  like  to  look  at  this  from  two  points  of  view.  One,  I 
think,  is  that  there  is  a  renewed  appreciation  among  all  of  the 
services  of  the  relationship  of  quality  of  life  to  readiness  in  the 
post-Cold  War  environment.  Last  Monday,  when  Secretary  Perry 
announced  his  housing  initiative,  he  talked  about  the  iron  logic  be- 
tween quality  of  life  and  retention  and  readiness.  We  all  know  how 
those  are  interrelated.  And  I  think  that  has  been  exacerbated  by 
the  force  drawdowns  that  we  have  had  that  have  put  a  cloud  over 
people's  prospects  for  a  career. 

It  has  also  been  exacerbated  by  the  operations  tempo  that  many 
of  our  units  have  had  to  undergo,  which  puts  increased  emphasis 
and  pressure  on  the  quality  of  the  facilities  for  dependents  that  are 
left  behind  while  members  are  deployed.  It  also  has  a  major  impact 
on  their  interest,  not  only  individuals  but  families,  in  reenlisting. 
That  is  why  the  largest  functional  portion  of  the  construction  budg- 
et is  for  barracks;  there  is  almost  three  quarters  of  a  billion  dollars 
in  housing  construction  or  renovation,  because  of  that  linkage  be- 
tween the  two.  And  I  think  you  are  aware  that  Secretary  Perry 
added  money  to  the  services'  budget  request  for  a  whole  range  of 
quality  of  life  initiatives,  and  Secretary  Marsh  is  examining  that 
into  the  out-years. 

The  other  portion  of  quality  of  life  and  readiness,  it  seems  to  me, 
is  quality  of  life  in  the  workplace.  It  is  not  just  a  question  of  homes, 
but  also  a  question  of  the  efficiency  that  we  can  draw  from  modern 
facilities  and  the  statement  that  facilities  give  to  our  people,  both 
civilian  and  military,  about  whether  they  have  important  jobs 
based  upon  the  kind  of  facilities  that  we  provide  them. 

Finally,  in  this  era  of  reduced  funding  and  the  pressures  that  the 
Department  is  under,  management  is  a  major  issue.  Two  of  the 
areas  that  I  would  simply  like  to  highlight  are  that  we  are  in  the 
midst  of  getting  a  better  handle  on  the  condition  of  our  facilities 
and,  perhaps  most  importantly,  tools  to  help  the  local  commander 
make  rational  economic  decisions  on  what  to  repair  and  what  to  re- 
place. That,  I  think,  is  a  program  that  is  going  to  be  a  major  suc- 
cess and  reap  us  benefits  into  the  future. 
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The  other  is  energy  conservation.  We  do  not  put  a  whole  lot  of 
money  against  that.  We  are  asking  for  $50  million.  But  there  is  a 
tremendous  payoff  in  energy  conservation.  It  seems  counter-intu- 
itive, but  our  inefficiencies  in  energy  actually  are  an  asset  that  we 
can  ally  with  business  communities,  in  fact,  to  draw  down  energy 
conservation. 

So  we  have  an  ambitious  program — one  that  I  think  is  related  to 
the  times  we  are  in  and  the  challenges  we  face.  We  appreciate  the 
support  that  this  committee  has  had  for  us  in  the  past,  and  we  so- 
licit your  support  of  the  request  this  year. 

[The  prepared  statement  of  Mr.  Bayer  follows:] 

Prepared  Statement  by  Robert  E.  Bayer,  Deputy  Assistant  Secretary  of 
Defense  (Installations) 

Mr.  Chairman  and  distinguished  members  of  the  subcommittee,  it  is  a  pleasure 
to  appear  before  you  today  to  address  the  Department  of  Defense's  fiscal  year  1996 
installations  and  facilities  programs. 

Like  many  other  aspects  of  the  Department's  activities,  our  practices  in  installa- 
tions and  housing  must  reflect  our  changed  circumstances.  I  believe  they  are  begin- 
ning to  do  so,  and  welcome  the  opportunity  this  committee  has  provided  to  report 
on  our  work. 

MAJOR  ISSUES 

I  believe  that  the  budget  we  have  presented  addresses  four  major  challenges. 

Base  Closure 

We  recognize  that  some  of  our  infrastructure  no  longer  fits  our  mission  and  our 
budget.  It  is  for  these  reasons  that  a  very  large  part  of  our  efibrt  has  focused  on 
the  unpleasant,  but  essential  process  known  as  BRAC.  I  am  sure  you  are  familiar 
with  the  Secretary's  recommendations  that  were  released  to  Congress  and  the 
BRAC  Commission  on  February  28,  1995.  I  will  simply  note  that  the  BRAC  process 
continues  to  be  viewed  by  both  the  civilian  and  military  leadership  as  a  primary 
means  of  ensuring  we  have  both  the  facilities  and  the  resources  for  readiness  and 
modernization.  The  Commission's  recommendations  are  due  by  July  1  and  I  antici- 
pate that  our  President  will  act  shortly  thereafter,  providing  Congress  the  oppor- 
tunity to  review  his  decision.  This  year  the  Commission  also  has  stated  that  it  will 
address  the  need  for  follow-on  legislation.  The  Department  would  like  to  work  with 
the  Congress  and  the  Commission  on  this  important  matter. 

Maintaining  Facility  Readiness 

Facilities  are,  of  course,  themselves  a  necessary  part  of  readiness.  Deteriorated  fa- 
cilities undermine  our  performance  and  can  threaten  the  entire  mission.  Sometimes 
we  learn  this  lesson  the  hard  way.  For  example,  during  mobilization  for  Operation 
Desert  Shield,  some  of  our  rail  lines  were  so  dilapidated  they  could  not  move  fully 
loaded  trains  carrying  equipment  and  supplies. 

In  a  less  direct  way,  the  condition  and  efficiency  of  our  facilities  affects  productiv- 
ity, morale  and  retention.  For  example,  we  believe  that  a  major  factor  in  a  spouse's 
support  for  a  service  member's  reenlistment  is  the  quality  of  housing.  The  circle  of 
recruiting,  training,  readiness,  and  retention  are  known  to  each  of  you.  Anything 
we  can  do  to  improve  the  latter  two  factors  reduces  expenditures  on  the  first  two. 

For  these  reasons,  we  must  ensure  that  the  hundreds  of  facilities  that  remain  on 
our  enduring  installations  are  fully  capable  of  supporting  the  diverse  missions  we 
now  have  or  can  anticipate  in  the  increasingly  murky  future.  Our  investment  in 
military  construction  will  put  us  on  the  path  to  this  goal. 

Improvement  of  Facilities  Management 

We  are  also  taking  steps  to  improve  installation  management.  With  the  near  com- 
pletion of  the  BRAC  95  process,  I  intend  to  make  installation  management  improve- 
ment my  personal  priority.  Our  installation  commanders  are  being  asked  to  do  more 
and  more  with  less  and  less.  We  are  taking  steps  to  help  by  improving  and  upgrad- 
ing the  management  tools  they  already  have,  and  by  working  together  to  develop 
new  ones — in  energy  conservation,  housing  management,  construction  and  other 
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Improving  Quality  of  Life 

Finally,  we  recognize  the  importance  of  quality  of  life  for  service  men  and  women 
and  their  families.  Secretary  of  Defense  Perry  has  noted  frequently  that  "we  put  a 
lot  of  time  and  money  into  our  people.  Our  people  in  uniform  are  walking  invest- 
ments. If  we  lose  them,  we've  lost  a  valuable  asset  and  hurt  readiness  in  a  very 
fundamental  way.  The  main  factor  in  retention  is  quality  of  life — not  only  for  troops, 
but  also  for  their  families.  The  motto  in  the  Army  is  that  you  enlist  soldiers,  but 
that  you  reenlist  families." 

Unfortunately,  practices  in  the  last  decade  have  put  increasing  pressure  on  our 
people.  Because  of  the  turbulence  of  both  overseas  and  domestic  drawdowns,  our 
people  move  frequently.  With  force  drawdowns,  job  security  has  also  become  a  criti- 
cal issue,  providing  a  background  of  uncertainty  that  can  erode  morale.  Our  service 
women  and  men  are  also  deployed  more  often  and,  since  the  percentage  of  our 
troops  who  are  married  has  increased  substantially,  they  are  more  oflen  separated 
from  their  families.  Secretary  Perry  has  taken  the  initiative  to  improve  the  quality 
of  life  for  our  service  members  and  their  families  by  allocating  a  additional  $2.7  bil- 
lion above  the  service  requests  over  the  next  6  years  to  improving  quality  of  life. 
The  funds  authorized  by  this  subcommittee  will  include  a  very  substantial  portion 
of  these  funds.  In  addition,  he  has  proposed  a  significant  legislative  proposal  to 
streamline  the  modernization  of  our  housing  supply  using  commercial  practices  and 
private  capital.  > 

OVERVIEW  OF  THE  FACILITY  BUDGET  REQUEST 

With  these  themes  in  mind — BRAC,  Readiness,  Management,  and  Quality  of 
Life — let  me  summarize  the  Department's  fiscal  year  1996  budget  proposal.  The  fis- 
cal year  1996  request  totals  $  10.7  billion,  which  is  an  increase  oi  $1.9  billion  over 
the  fiscal  year  1995  appropriation  of  $8.8  billion.  The  increase  supports  the  initia- 
tives previously  mentioned  which  rage  from  quality  of  life  requirements  for  family 
housing,  to  requirements  to  implement  BRAC  93  and  BRAC  95  decisions.  The  re- 
quest includes  $2.7  billion  for  regular  military  construction  (including  environ- 
mental compliance),  $4.1  billion  for  Family  Housing  construction  and  operations, 
and  $3.9  billion  for  BRAC  (including  a  $784  million  to  commence  implementation 
of  BRAC  95  recommendations).  A  summary  is  included  below. 

Summary  of  the  Facility  Budget  Request 

[Dollars  in  thousands] 

Appropralion       Budiet  authority       ^"'''jif"*^'"" 

MilCon.  Army „ 

MilCon,  Navy 

MilCon,  Air  Force 

MilCon,  Defense-Wide  

MilCon,  Reserve  components 

NATO  Security  Investment  Program  

BRAC  

Family  Housing,  Army 

Family  Housing,  Navy  

Family  Housing,  Air  Force 

Family  Housing,  Defense-Agencies 

Total  

Within  the  construction  portion  of  the  budget,  barracks  are  the  largest  single 
functional  category,  (49  projects  for  a  total  of  $445  million).  This  reflects  Secretary 
Perry's  commitment  to  improving  the  quality  of  life  for  our  single  military  members. 
Following  congressional  guidance  we  are  working  on  a  unified  barracks  standard 
that  should  recognize  both  the  need  for  improved  living  conditions  and  the  differing 
ways  the  services  use  these  seemingly  common  facilities.  In  addition  to  authorizing 
these  projects,  I  ask  the  committee's  fiexibility  as  we  execute  them.  We  intend  to 
stay  within  the  financial  limits  requested,  but  may  want  to  adjust  the  number  of 
rooms  to  accommodate  a  more  current  standard  which  emphasizes  the  desire  for  pri- 
vacy. That  policy  development  is  currently  well  underway  and  we  will  keep  you  in- 
formed of  its  results.  We  want  to  ensure  that  the  services  have  a  realistic  plan  to 
achieve  this  new  standard. 


472.724 

472.724 

472,724 

488.086 

488.086 

488,086 

495.655 

495.655 

495,655 

857,405 

857,405 

857,405 

182,012 

182.012 

182,012 

179,000 

179.000 

199,000 

3,897,892 

3,897,892 

3,977,192 

1,456,682 

1,456,682 

1,619,574 

1,514,084 

1,514,084 

1,514,084 

1,098,216 

1,098,216 

1,098,216 

56.239 

56.239 

56.239 

10,697,995 

10,697,995 

10,960,187 

208 

Our  second  largest  functional  category  in  the  fiscal  year  1996  program  is  oper- 
ational facilities  (67  projects  for  a  total  of  $395  million).  These  projects  include  en- 
hancements to  our  strategic  mobility  capability  to  correct  the  weaknesses  discovered 
during  Desert  Shield.  Examples  include  deployment  staging  areas  at  Forts  Bragg 
and  Stewart,  as  well  as  wharf  additions  and  a  strategic  maintenance  complex  at 
Charleston  Naval  Weapons  Station  to  support  afloat  logistics  for  the  Army.  We  will 
also  have  follow-on  strategic  mobility  projects  in  subsequent  fiscal  year  programs  as 
we  move  from  a  forward  deployed  strategic  basing  posture  to  one  that  relies  more 
on  rapid  reaction  from  U.S.  bases. 

We  have  requested  $179  million  for  NATO.  Both  the  NATO  Alliance  and  the 
NATO  Security  Investment  Program  have  undergone  fundamental  changes  as  a  re- 
sult of  the  collapse  of  the  Warsaw  Pact.  NATO  strategy  has  shifted  from  a  forward 
deployed,  static  defensive  posture,  to  one  that  is  mobile,  flexible  and  responsive  to 
a  wide  range  of  contingencies. 

The  investment  program  that  supports  NATO  has  been  restructured  as  well.  Gen. 
George  Joulwan,  Conunander  in  Chief,  U.S.  European  Command,  now  considers  the 
NATO  Security  Investment  Program  to  be  the  most  successful  burdensharing  ar- 
rangement in  the  NATO  Alliance.  Over  the  last  5  years,  we  have  invested  over  $1 
billion  in  NATO.  While  these  funds  came  from  the  Military  Construction  Account, 
they  are  used  not  only  for  facilities,  but  also  vital  Command  and  Control  Systems 
that  are  currently  in  need  of  a  major  modernization  and  reorientation  to  support 
the  new  Alliance  strategy.  During  the  same  5  year  period,  U.S.  industry  has  re- 
ceived more  than  $  1.7  billion  in  NATO  command  and  control  equipment  contracts 
and  over  $100  million  in  military  construction  contracts.  We  believe  the  $179  mil- 
lion requested  in  fiscal  year  1996  for  this  program  represents  the  minimum  essen- 
tial U.S.  contribution.  It  will  support  both  our  strategic  and  our  economic  interests 
in  the  European  theater. 

The  fiscal  year  1996  program  also  contains  $3.3  billion  for  operating  and  main- 
taining our  approximately  335,000  family  housing  units,  and  $.8  billion  for  con- 
structing and  improving  family  housing.  In  some  cases,  these  funds  would  be  for 
renovation;  in  others  replacement.  Oflen  these  projects  involve  actually  reducing  a 
base's  total  housing  inventory  while  improving  its  quality.  We  propose  acquiring  a 
-total  of  2,633  units  of  new  and  replacement  family  housing  quarters  at  28  locations. 
As  part  of  Secretary  Perry's  quality  of  life  initiative,  a  total  of  $164  million  was 
added  to  the  service's  family  housing  budgets  in  fiscal  year  1996  and  an  additional 
$22  million  budgeted  for  joint  public/private  ventures.  Our  plan  for  better  living  ac- 
commodations also  calls  for  upgrades  to  begin  on  10,000  homes  currently  threatened 
by  closure  for  lack  of  maintenance  funds.  As  you  heard  earlier  this  week,  we  hope 
you  will  approve  new  authorities  that  can  increase  beyond  this  level  the  number  of 
housing  units  either  built  or  repaired  by  leveraging  private  capital  and  using  com- 
mercial practices. 

BASE  CLOSURES  &  REALIGNMENTS 

The  budget  request  also  contains  $3.9  billion  for  base  closure  activities.  I  have  al- 
ready described  how  critical  these  activities  are  to  the  Department.  The  first  three 
rounds  of  BRAC  will,  we  believe,  save  the  taxpayers  and  the  Department  some  $4 
billion  per  year  when  fully  implemented,  or  a  20  year  net  present  value  of  about 
$38  billion. 

As  I  am  sure  you  know,  in  making  BRAC  decisions,  we  do  not  include  the  envi- 
ronmental costs,  since  the  Department  must  comply  with  the  law  whether  a  base 
is  open  or  closed.  While  these  costs  are  difficult  to  estimate,  they  total  approxi- 
mately $4  billion  for  the  first  three  BRAC  rounds,  and  perhaps  as  much  as  $2  bil- 
lion for  BRAC  95.  We  will  have  a  better  estimate  of  the  BRAC  95  expenses  next 
year. 

BRAC  Savings  in  $Billions 

The  following  table  summarizes  the  financial  impacts  of  the  last  three  BRAC 
rounds,  plus  the  costs  and  savings  we  estimate  from  the  1995  BRAC  recommenda- 
tions that  are  currently  under  review  by  the  Base  Closure  and  Realignment  Com- 
mission. I  should  note  that  the  BRAC  Commission's  deliberations  are  still  ongoing 
so  that  it  is  not  yet  clear  what  the  full  scope  of  savings  will  be  from  this  round. 
Historically,  the  Department  has  tended  to  overstate  costs  and  underestimate  sav- 
ings when  BRAC  cost  estimates  are  scrubbed  to  budget  quality.  We  will  have  these 
more  accurate  figures  by  the  submission  of  our  fiscal  year  1997  amended  budget. 
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BRACdKHis       Closure  costs '      Heay rt  sjv-       Recujmg  annual       y,,,,  „„„,,. 

BRAC88 145  $2  2  $0.3  $0.7  $6.8 

BRAC  91 82  4.0  2.4  1.6  15.8 

BRAC  93 175  6.9  0.4  1.9  15.7 

Subtotal 402  13.1  3.1  4.2  38.3 

BRAC  95 146  3.8  4.0  1.8  18.4 

Total  548  $16.9  $7.1  $6.0  $56.7 

'  Eidudes  environmental  cleanup  costs  and  projected  revenues  from  land  sales 

'  Net  savin|s  within  the  S-year  statutory  implementation  period 

'  Projected  recurrinj  annual  savings  atter  the  6-year  implementation  period 

*  Net  savings  after  closure  costs,  measured  over  20  years  and  discounted  to  present  value  at  4  2  percent 

As  we  all  know,  base  closures  and  realignments  require  money  up  front.  Our  $3.9 
billion  request  is  a  lot  of  money,  but  fiill  funding  is  critical.  Without  it,  closure 
schedules  cannot  be  met,  BRAC  savings  will  be  delayed,  and  unbudgeted  O&M  costs 
will  be  incurred.  Furthermore,  communities  that  are  depending  on  reuse  of  surplus 
properties  for  job  creation  will  see  those  hopes  frustrated  and  delayed  because  UOD 
relies  on  BRAC  funds  to  accelerate  cleanup  and  prepare  for  reuse.  For  all  these  rea- 
sons, we  hope  your  committee  will  fully  suoport  our  BliAC  funding  request. 

We  have  already  learned  the  impact  oi  insufficient  BRAC  funds.  The  December 
1993  rescission  of  $508  million  in  fiscal  year  1994  BRAC  funds  is  still  being  felt  by 
the  services,  by  the  Department,  and  by  many  communities  that  had  hoped  for 
rapid  job  creation  to  replace  those  being  lost.  The  recent  emergency  supplemental 
further  reduced  the  BRAC  account  by  $32  million.  We  cannot  alTord  to  repeat  these 
decrements  if  we  are  to  expeditiously  implement  the  fiscal  year  1995  BRAC  deci- 
sions. 

The  fiscal  year  1996  budget  request  is  also  the  first  opportunity  to  ensure  proper 
and  speedy  implementation  of  BRAC  95  actions  once  they  are  approved.  Fully  one- 
third  of  our  fiscal  year  1996  request  for  BRAC  is  for  these  two  purposes:  to  replace 
previously  authorized  (but  rescinded)  funds  or  to  permit  implementation  of  BRAC_ 
95. 

In  the  past,  I  know  this  committee  has  been  concerned  about  BRAC  obligation 
rates — that  the  Department  is  using  these  funds  wisely,  and  that  we  only  request 
what  we  need.  You  should  know  that  this  is  an  issue  on  which  we  have  been  work- 
ing diligently  with  our  Comptroller.  We  have  come  a  long  way.  In  the  beginning  of 
the  BRAC  process,  as  one  would  expect  for  any  new,  multifunctional  program,  ooli- 

f;ation  rates  were  low.  They  are  now  much  improved.  Our  first  year  obligation  rate 
or  fiscal  year  1992  BRAC  appropriations  was  only  23  percent.  However,  the  first 
year  rate  for  fiscal  year  1993  appropriations  was  53  percent;  and  in  fiscal  year  1994, 
we  obligated  a  full  85  percent  of  the  new  moneys.  As  we  are  learning  to  develop 
BRAC  recommendations  in  a  more  thoughtful  way,  we  are  also  learning  how  to  im- 
plement closure  and  realignment  actions  in  a  more  efficient  way.  Further,  we  have 
established  better  and  closer  ties  with  the  affected  communities  regarding  the  reuse 
of  the  facility. 

Finally,  we  should  also  note  that  the  Military  Departments  have  authority  and 
responsibility  to  review  and  exercise  special  controls  on  spxjnding  at  bases  that  are 
recommended  for  closure  or  realignment.  Assistant  Secretary  Gotbaum  has  re-em- 
phasized these  controls  to  ensure  that  projects  are  not  pursued  if  no  longer  needed. 
We  are  currently  reevaluating  our  construction  needs  based  on  the  Department's 
BRAC  recommendations  and  will  continue  to  refine  this  data  when  the  Commission 
finishes  its  work.  We  will  provide  you  this  information  just  as  soon  as  it  is  available. 

Overseas  Realignments 

To  date,  the  Secretary  of  Defense  has  announced  his  intention  to  return  or  reduce 
operations  at  952  overseas  sites,  thus  virtually  completing  our  planned  drawdown. 
The  result  is  a  57  percent  reduction  in  our  facility  infrastructure  overseas;  a  62  per- 
cent reduction  in  Europe.  The  Department  has  established  the  European  theater  en- 
during force  structure  at  about  100,000-  personnel.  We  now  need  to  concentrate  on 
the  appropriate  facilities,  readiness,  quality  of  life,  and  modernization  for  the  re- 
maining forces  who  protect  our  national  security  interests  in  that  theater. 

These  overseas  facilities  are  essential  and  it  is  imperative  that  we  attend  to  the 
Quality  of  life  of  our  overseas  forces  and  families.  They  have  experienced  a  great 
deal  of  turbulence  as  the  force  and  base  structure  has  contracted.  On  top  of  that, 
our  overseas  forces  are  deployed  much  more  frequently,  adding  further  stress  to 
families  left,  in  foreign  countries. 


210 

Residual  Value  of  Overseas  Facilities 

As  this  committee  knows  only  too  well,  the  issues  of  when,  how  much,  and  in 
what  form  the  U.S.  Government  receives  value  for  its  excess  facilities  overseas  has 
been  the  subject  of  continuing  congressional  interest.  Unfortunately,  the  result  of 
this  discussion  is  a  reporting  and  oversight  process  that  serves  neither  the  tax- 
payers nor  the  Department  as  well  as  it  might. 

Our  negotiators  continue  to  press  for  compensation  for  the  residual  value  of  U.S. 
funded  improvements  on  installations  returned  to  the  host  nations.  Since  1989,  the 
Department  has  realized  monetary  compensation  from  host  governments  of  about 
$74  million,  plus  approximately  $265  million  worth  of  construction  to  support  our 
remaining  forward  deployed  forces.  The  status  of  Forces  Agreement  with  Germany 
recognizes  that  government's  obligation  to  compensate  us  lor  U.S.  funded  improve- 
ments that  have  reuse  capability.  However,  the  United  States  holds  no  claim  to  the 
land  and  many  of  the  facilities  must  be  demolished  prior  to  any  reuse.  For  these 
reasons,  it  is  in  my  personal  view  that  it  is  unrealistic  to  expect  that  compensation 
from  returned  overseas  facilities  will  reflect  anything  near  our  original  investment 
in  those  facilities. 

In  a  period  of  world-wide  budgetary  austerity,  insistence  on  cash  payment  for  re- 
sidual value  may  be  counter-productive.  Recognizing  this,  Congress  and  the  Depart- 
ment have  authorized  the  use  of  payment-in-kind  as  an  alternative  reimbursement 
strategy  if  circumstances  warrant.  This  allows  the  United  States  to  achieve  required 
overseas  construction,  major  repairs,  or  base  support  without  dramatically  increas- 
ing direct  U.S.  costs.  However,  the  current  process  of  notification  and  review  that 
keeps  the  Congress  informed  also  provides  the  same  service  to  the  governments 
with  which  we  negotiate.  As  a  result,  in  their  meetings  with  our  negotiators,  those 
governments  have  little  reason  to  put  their  best  offer  forward  because  they  interpret 
the  additional  reporting  requirements  as  signifying  that  the  final  agreement  can 
only  be  made  in  Washington. 

We  believe  that  the  current  system  of  statutorily  required  reports  and  reviews 
that  has  developed  over  the  past  several  years  both  diverts  our  limited  staff  re- 
sources and  places  our  negotiators  at  a  disadvantage.  We  all  share  the  goals  of  ob- 
taining equitable  residual  value  settlements  on  a  timely  basis  and  applying  any  pay- 
ment-in-kind to  expenses  that  would  otherwise  survive  our  rigorous  budget  scrub. 
Only  under  these  conditions  are  such  payments  truly  offsets  to  the  U.S.  taxpayer. 
I  hope  this  committee  and  the  other  relevant  committees  of  jurisdiction  are  willing 
to  work  with  us  to  relook  at  the  current  oversight  process  in  this  area  to  see  if  we 
cannot  streamline  it  to  better  achieve  our  mutually  shared  objectives. 

IMPROVING  FACILITIES  AND  BETTER  MANAGEMENT 

We  all  recognize  that  base  commanders  and  the  Department  as  a  whole  need  bet- 
ter tools  and  processes  for  managing  our  limited  resources.  As  the  advocate  for  in- 
stallation commanders,  we  are  working  on  them. 

Energy  Management 

Energy  resource  management  is  a  key  area  that  is  ripe  for  improvement.  The  De- 
partment spends  about  $3  billion  each  year  to  heat,  cool,  light  and  provide  direct 
mission,  support  energy  to  our  installations.  That  amount  could  be  reduced  with 
more  extensive  energy  management,  and  some  investment  in  energy  production, 
conservation  and  transmission  infrastructure. 

We  have  two  centrally  resourced  and  managed  funding  programs  to  accomplish 
installations  conservation  projects:  the  military  construction  funded  Energy  Con- 
servation Investment  Program  (ECIP)  and  the  operation  and  maintenance  funded 
Federal  Energy  Management  Program.  The  fiscal  year  1996  ECIP  request  is  again 
$50  million  and  we  fully  expect  it  to  be  as  cost  effective  as  the  previous  programs. 
The  fiscal  year  1995  ECIP  program  had  an  average  expected  payback  of  3.4  years. 

We  are  also  identifying  resources  needed  to  meet  the  Ener^  Policy  Act  of  1992 
and  President  Clinton's  Executive  Order  12902  of  March  1994.  We  are  exploring  pri- 
vate/public partnerships  to  augment  our  resources,  and  have  issued  a  policy  to  accel- 
erate the  use  of  energy  performance  contracts  and  private  utility  companies'  de- 
mand side  management  programs. 

These  are  complex  arrangements,  however,  and  we  are  at  the  bottom  of  the  learn- 
ing curve  but  moving  up  fast  because  there  appears  to  be  substantial  savings  avail- 
able at  little  capital  cost.  We  have  been  working  with  the  private  sector  to  evaluate 
the  potential  need  for  additional  statutory  authorities  to  accelerate  the  use  of  pri- 
vate sector  technical  and  capital  resources. 

If  we  accomplish  our  goal  of  a  30  percent  reduction  in  energy  use  on  our  installa- 
tions by  2005,  we  will  achieve  a  cost  reduction  of  approximately  $900  million  a  year. 
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We  will  also  see  improved  quality  of  life  and  energy  support  systems,  as  well  as 
heightened  mission  support  readiness. 

Installations  Policy  Board 

Many  installation  and  facility  management  and  policy  issues  cross  functional 
lines.  The  installation  is  the  place  where  multiple  disciplines  are  blended  to  actually 
accomplish  our  diverse  missions.  We  also  find  that  different  services  provide  similar 
support  in  very  different  ways,  refiecting  their  core  missions  or  simply  historic  prac- 
tice. The  Installations  Policy  Board  (IPB),  which  was  established  in  1992,  is  matur- 
ing into  a  forum  to  standardize  facility  management  where  practical,  and  to  develop 
DOD-wide  information  and  business  practices  to  capitalize  on  "best  practice"  wher- 
ever it  is  found.  The  IPB  recently  has  been  developing  the  new  barracks  standard 
requested  by  the  Congress,  and  is  working  on  other  issues  such  as  conimon  business 
information  systems. 

Improved  Assessment 

Our  efforts  to  improve  facility  management  have  been  greatly  assisted  by  the 
Condition  Assessment  Survey  (CAS).  Originally  termed  a  "fence-to-fence"  survey,  it 
was  initiated  by  the  Appropriations  Committees  to  verify  the  services'  backlog  of  re- 
pair and  maintenance.  Unaer  the  oversight  of  the  IPB,  a  multi-service  team  has  de- 
veloped the  CAS  to  provide  a  consistent  basis  to  insjsect  facilities,  identify  defi- 
ciencies and  assess  results.  Our  goals  are: 

•  More  effective  management  by  base  commanders; 

•  Increased  effectiveness  of  management  and  oversight  by  their  reviewing  agen- 
cies and  the  Congress; 

•  Improved  accuracy,  consistency,  and  credibility  of  maintenance  and  repair  data; 
and 

•  Better  tools  to  project  future  requirements  and  shape  strategies  to  support 
them. 

The  initial  appropriation  in  1992  provided  funds  for  concept  development  and 
pilot  work.  These  early  phases  of  system  development  are  now  nearing  completion. 
The  actual  data  collection  process  began  during  May  1994,  at  Marine  Corps  Base 
Quantico.  Subsequent  surveys  have  been  completed  at  eight  additional  bases,  and 
are  ongoing  at  two  others.  Alter  each  survey,  we  adjusted  the  tool  to  make  it  more 
useful.  To  date,  Multi-Year  Maintenance  and  Repair  Plans  have  been  delivered  to 
Hill  and  Elmendorf  Air  Force  Bases,  San  Diego  Naval  Base  and  Fort  Stewart.  Addi- 
tionally, operational  systems  have  been  delivered  to  four  installations  for  final  vali- 
dation. With  success  likely,  the  Department  has  begun  planning  for  further  fielding 
(operational  testing),  with  the  eventual  goal  of  one  reliable  maintenance  and  repair 
reporting  and  management  instrument  for  the  entire  Department  of  Defense. 

Management  improvements  also  include  the  Commanders'  Readiness  Assessments 
that  are  used  in  conjunction  with  the  DOD  Condition  Assessment  Survey.  These 
Commanders'  assessments  validate  facility  conditions  from  the  perspective  of  mis- 
sion readiness.  As  these  assessments  continue  to  be  developed,  they  will  be  used  to 
help  determine  the  priority  under  which  projects  are  included  in  proposed  budgets. 
With  these  parallel  systems,  we  can  take  advantage  of  the  engineers'  technical  ex- 
pertise and  the  operators*  mission  needs. 

While  the  CAS  program  was  not  able  to  perform  a  100  percent  assessment  of  the 
20  installations  originally  planned,  its  careful  development  has  produced  a  much 
more  credible  and  usable  tool — one  that  not  only  consistently  measures  facility  con- 
dition, but  more  importantly  provides  base  commanders  with  the  information  to 
manage  their  limited  resources  more  effectively.  The  CAS  computer  system  helps 
managers  make  judgments  like  repair  versus  replacement,  and  how  to  most  eco- 
nomically aggregate  projects.  While  not  the  primary  purpose  of  CAS,  I  believe  these 
management  aides  will  prove  our  most  useful  product  of  this  effort. 

Quality  of  Life 

I  could  not  provide  you  a  complete  picture  of  our  MILCON  program  without  men- 
tioning our  quality  of  life  initiative.  The  Secretary's  focus  in  this  area  is  broader 
than  simply  the  new  housing  authorities  that  were  proposed  earlier  in  the  week. 
Quality  of  life  in  facilities  means  modem,  safe,  and  efficient  places  to  work,  live  and 
for,  an  increasing  portion  of  our  force,  raise  a  family. 

In  the  fiscal  year  1996  request,  we  have  proposed  an  additional  $246  million 
above  the  initial  services  budget  request,  for  revitalizing  family  housing  and  bar- 
racks, and  to  promote  private  capital  housing  ventures.  Tnis  is,  however,  only  a  be- 
ginning. 

The  Secretary  has  established  a  Task  Force  of  distinguished  individuals  to  con- 
duct a  review  and  provide  recommendations  on  how  to  improve  the  quality  of  life 
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of  military  members,  their  families  and  civilian  employees.  The  Quality  of  Life  Task 
Force  is  being  chaired  by  Hon.  John  O.  Marsh,  Jr.,  former  Secretary  of  the  Army. 
The  focus  of  tnis  Task  Force  is  to  improve  three  main  areas  regarding  how  we: 

•  House  our  people, 

•  Deliver  community  and  family  services,  and 

•  Manage  our  operations  to  reduce  personnel  turbulence. 

The  Task  Force  is  in  continuous  dialogue  with  the  OSD  staff,  providing  advice, 
reconmiendations,  supporting  rationale,  and  practical  ideas  to  the  Secretary.  In  ad- 
dition, the  Secretary  has  established  within  the  Department  an  executive  committee 
to  assist  the  Marsh  panel  and  to  oversee  implementation  of  these  initiatives.  The 
Housing  Subcommittee  is  chaired  by  Assistant  Secretary  of  Defense  Joshua 
Gotbaum. 

The  new  housing  proposals  recently  presented  to  you  are  the  first  fruits  of  this 
collaboration.  We  loolc  forward  to  working  with  Congress  to  enact  a  flexible  body  of 
authorities  that  can  turn  the  Department  into  a  better  housing  consumer  and  accel- 
erate the  modernization  of  our  single  and  family  housing. 

DEFENSE  AGENCIES  FISCAL  YEAR  1996  MILITARY  CONSTRUCTION  BUDGET 

In  addition  to  this  overview,  I  would  like  to  address  the  Defense  Agencies'  re- 
quest. I  have  sunrunarized  their  requirements  in  the  interest  of  time. 

The  Defense  Agencies'  MILCON  request  includes  $50  million  for  energy  conserva- 
tion and  $314  million  for  medical  facilities,  $219  million  of  which  fully  funds  all  but 
one  of  the  medical  projects  authorized  in  prior  years;  Fort  Bragg  remains  to  be  fund- 
ed in  fiscal  year  1997. 

The  medical  projects  include  completion  of  facilities  at  Portsmouth  Navy  Hospital, 
VA,  Elmendorf  Air  Force  Base,  AK,  and  Walter  Reed  Institute  of  Research,  DC.  In 
addition,  $95  million  of  the  total  medical  MILCON  request  supports  life  safety  up- 
grades and  other  construction  needs  at  various  medical  facilities. 

The  chemical  weapons  demilitarization  program  remains  a  high  priority.  While 
the  Army  remains  the  executive  agent  for  this  program,  the  Department  has  raised 
the  program  to  the  Defense  Acquisition  Board  level  for  oversight.  For  the  first  time, 
we  have  funded  these  MILCON  projects  in  Defense-wide  portion  of  the  account.  The 
chemical  demilitarization  program  authorization  request  of  $301  million  has  been 

f>hased  funded.  Therefore,  our  authorization  of  appropriation  request  totals  $95  mil- 
ion;  $40  million  for  Pine  Bluff  Arsenal,  AR,  and  $55  million  for  Umatilla  Army 
Depot,  OR.  The  chemical  demilitarization  facility  at  Anniston  Army  Depot,  AL,  was 
fully  fiinded  in  prior  years.  Construction  will  commence  as  soon  as  the  necessary 
permits  are  received  from  the  State  of  Alabama. 

The  Defense  Logistics  Agency's  $91  million  program  includes  projects  at  four  dis- 
tribution depots  and  seven  fuel  support  centers.  The  fuel  support  centers'  requests 
includes  replacement  of  four  hydrant  fueling  systems  and  three  fuel  tankage  capac- 
ity increases. 

This  concludes  my  prepared  testimony.  I  would  be  happy  to  answer  your  ques- 
tions. In  closing,  Mr.  Chairman,  I  would  like  to  thank  you  and  the  committee  mem- 
bers for  providing  me  this  opportunity  to  describe  our  program.  We  hope  it  will  re- 
ceive your  strong  support,  and  are  ready  to  provide  whatever  details  that  you  may 
need. 

Senator  McCain.  Thank  you.  Thank  you,  very  much.  Secretary 
Pirie. 

STATEMENT  OF  HON.  ROBERT  B.  PIRIE,  JR.,  ASSISTANT  SEC- 
RETARY OF  THE  NAVY  (INSTALLATIONS  AND  ENVIRON- 
MENT) 

Mr.  PiRlE.  Thank  you,  Mr.  Chairman.  If  I  may,  I  will  submit  my 
statement  for  the  record  and  just  make  a  few  remarks. 

Senator  McCain.  Without  objection, 

Mr.  PiRiE.  Let  me  associate  myself  first  with  the  remarks  that 
Mr.  Bayer  has  made,  and  I  must  say  that  I  would  have  said  the 
same  thing  had  I  gone  first.  There  are  a  couple  of  things  that  he 
did  not  touch  on  that  I  would  like  to  add;  one  is  BRAC  implementa- 
tion funding. 
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We  think  to  get  the  best  out  of  BRAC,  we  need  to  promjptly  close 
those  places  and  turn  them  over  to  the  local  communities  for  profit- 
able reuse.  Now,  that  means  the  up-front  funding.  So  we  solicit — 
earnestly  solicit — ^your  support  for  the  BRAC  implementation  fund- 

We  have  been  stepping  right  up  to  this,  and  will  continue  to  do 
so.  We  have  obligated,  and  I  speak  here  for  the  Navy,  every  penny 
that  we  have  been  allocated  up  to  now,  and  expect  to  have  all  of 
the  1995  money  obligated  by  the  end  of  this  fiscal  year. 

Senator  McCain.  But  would  you  not  agree  that  some  of  the 
delays  have  not  been  associated  with  funding  as  much  as  problems 
with  priorities  and  who  gets  what  claim  on  the  property? 

Mr.  PiRlE.  Yes,  sir.  There  is  no  question  about  it.  It  is  a  most 
exasperating  problem  in  many  places.  But  it  really  helps  us  to  have 
the  money  ready  when  we  are  able  to  get  the  community  settled 
down  and  the  re-use  committees  fixed  on  a  solution. 

Second,  as  to  MILCON,  our  budget  this  year  is  not  as  robust  as 
we  would  like  it  to  be.  But  we  are  not  gaming  the  system,  we  are 
not  fishing  for  add-ons.  It  reflects  the  priorities  of  the  Department 
and  the  fact  that  we  went  easy  in  anticipation  of  BRAC  1995.  My 
belief  is  that  for  the  Navy  we  need  to  look  at  what  is  left  aft^r 
BRAC  1995;  analyze  the  system;  figure  out  what  it  takes  to  main- 
tain, operate,  and  keep  it  in  good  shape  for  the  long  run,  and  build 
a  budget  on  that  basis.  That  is  what  we  expect  to  oe  able  to  come 
to  you  with  next  year. 

[The  prepared  statement  of  Mr.  Pirie  follows:] 

Prepared  Statement  by  Hon.  Robert  B.  Pirie  Jr.,  Assistant  Secretary  of  the 
Navy  (Installations  and  Environment) 

Good  aflemoon,  Mr.  Chairman  and  members  of  the  committee.  I  am  Robert  B. 
Pirie,  Jr.,  Assistant  Secretary  of  the  Navy  for  Installations  and  Environment.  I  ap- 
preciate the  opportunity  to  speak  to  you  today  on  the  Department  of  the  Navy's  fis- 
cal year  1996/97  budget  request  for  military  construction,  family  housing,  base  clo- 
sure implementation,  and  some  related  facilities  issues. 

We  have  all  seen  media  coverage  of  the  many  contingency  operations  that  naval 
forces  have  supported  in  the  last  year.  Certainly,  our  peacekeeping  efforts  in  Soma- 
lia and  Haiti,  assistance  in  the  seaborne  exodus  of  refugees  from  Cuba  and  Haiti, 
immediate  response  to  renewed  Iraqi  threats  against  Kuwait,  contingency  oper- 
ations on  the  Korean  Peninsula,  and  participation  in  the  no  fly  zones  over  Bosnia 
and  Iraq  are  among  those  that  have  been  spotlighted. 

The  Secretary  of  the  Navy,  the  Chief  oi  Naval  Operations,  the  Commandant  of 
the  Marine  Corps,  and  I  are  particularly  proud  of  how  our  sailors  and  marines  have 
performed  in  these  very  formidable  tasks,  as  well  as  the  more  routine  deployments 
and  training  exercises  that  have  not  made  front  page  headlines.  Clearly,  we  need 
to  attract,  properly  train,  outfit,  and  retain  top  caliber  people  from  across  the  Unit- 
ed States  if  we  expect  to  maintain  a  fully  capable,  responsive  military  capability  in 
support  of  our  national  goals. 

I  Delieve  that  the  "at  work"  shore  facilities  we  provide  for  maintaining  and  operat- 
ing our  ships,  squadrons  and  other  weapon  systems,  as  well  as  the  "at  home"  and 
"at  play"  recreational  opportunities  we  make  available  for  our  military  families  and 
single  personnel,  form  a  crucial  underpinning  to  the  military  readiness  of  our  cur- 
rent and  future  Armed  Forces. 

Providing  hi^  quality  facilities  to  support  these  areas,  particularly  in  a  time  of 
declining  budgets,  presents  a  formidable  challenge.  The  Department  of  the  Navy's 
fiscal  year  1996  budget  estimate  of  $75.8  billion  is  $3.5  billion  below  the  fiscal  year 
1995  appropriated  level  of  $79.3  billion.  I  am  pleased,  however,  to  report  that  we 
are  matcmg  significant  strides  in  our  facilities  programs,  backing  them  up  with  addi- 
tional funding  in  this  budget  submission.  Excluding  base  closure  implementation 
costs,  the  budget  estimate  for  the  construction  and  housing  programs  that  I  will 
cover  today  increase  from  $1.6  billion  in  fiscal  year  1995  to  $2.0  billion  in  fiscal  year 
1996.  This  is  primarily  the  result  of  the  unified  commitment  to  quality-of-life  initia- 
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tives  supported  by  the  civilian  and  military  leadership  of  the  Department  of  Defense 
and  the  Department  of  the  Navy. 
My  overview  of  our  facilities  programs  will  focus  on  three  areas: 

•  Quality -of-life  construction  programs; 

•  Irnplementation  of  base  closure  decisions; 

•  Eflorts  to  recapitalize  the  infrastructure  we  retain  after  the  final  scheduled 
round  of  base  closure  and  realignment  decisions. 

Let  me  begin  with  our  quality-of-life  construction  programs. 

QUALITY -OF-LIFE  PROGRAMS 

Quality -of -Life  as  the  Backbone  of  Military  Readiness 

The  Secretary  of  Defense  and  the  Secretary  of  the  Navy  have  often  said  that  peo- 
ple are  the  key  to  readiness,  and  that  we  need  to  invest  in  quality-of-life  for  our 
I}eople  like  we  invest  in  technology,  combat  systems,  and  weapon  platforms. 

Military  readiness  requires  investments  in  training,  education,  compensation,  as 
well  as  spare  parts,  fuel,  supplies  and  other  factors.  "Quality-of-life"  is  the  portion 
of  this  peopleA^eadiness  equation  that  contributes  to  each  sailor  and  marine's  es- 
teem. It  is  the  personal  life:  self,  family,  home,  friends,  community,  and  recreation. 
It  is  also  the  professional  life:  office  or  shop  condition,  authority,  responsibility, 
equality,  and  organizational  support.  It  defines  the  value  that  our  Navy,  our  Marine 
Corps,  and  our  Nation  place  on  each  member  of  the  military  service — and  the  per- 
ception each  service  member  has  of  his  or  her  value  to  this  organization. 

Personal  esteem  contributes  to  recruiting  and  retention,  but  also  to  developing 
technology,  warfare  strategy,  and  the  accomplishment  of  day-to-day  mission.  Per- 
sonal esteem  is  what  inspires  each  of  us  to  want  to  contribute  more  than  we  are 
required,  to  pursue  an  innovative  solution,  to  expand  technology  beyond  its  initial 
purpose — ana  what  permits  a  trained  and  disciplined  combat  unit  to  perform  as  a 
whole  significantly  beyond  the  capabilities  of  its  individual  parts.  Quality-of-life  in- 
vestments are  investments  in  the  individual.  It  is  part  of  the  reason  an  individual 
may  choose  to  serve,  and  when  called  upon,  to  risk  his  or  her  life  in  the  service  of 
our  country. 

Perhaps  Admiral  Macke,  Commander  in  Chief,  U.S.  Pacific  Command,  said  it  best 
in  his  testimony  to  this  committee  on  February  15,  1995:  "our  people  won  the  Cold 
War  and  Desert  Storm,  not  technology." 

Military  Family  Housing 

Our  military  family  housing  program  provides  housing  on  or  near  our  bases  for 
enlisted  and  officer  personnel  and  tneir  families.  As  you  know,  a  career  in  the  Navy 
or  Marine  Corps  is  an  arduous  one,  punctuated  by  long  deployments  away  from 
family,  all  too  often  facing  challenges  of  international  consequence.  It  is  imperative 
that  we  provide  a  safe  and  suitable  home  environment  for  the  spouse  and  children 
while  the  member  is  at  sea,  and  a  decent,  comfortable  home  to  which  members  can 
return. 

Our  first  choice  is  to  house  Navy  and  Marine  Corps  families  in  nearby  local  com- 
munities. In  fact,  75  percent  of  Navy  and  Marine  Corps  families  purchase  or  rent 
homes  in  neighborhoods  around  the  base.  Our  operations  funding  provides  a  referral 
service  to  help  families  find  afTordable  houses  within  a  reasonable  commuting  dis- 
tance. We  have  improved  our  information  network  and  extended  office  hours  to  help 
our  military  families  find  acceptable  housing  in  the  community. 

We  only  acquire  family  housing  where  the  local  community  is  unable  to  provide 
a  suitable  number  of  homes  for  our  service  members  and  their  families.  Our  family 
housing  strategy  is  to  fix  what  we  own,  and  acquire  new  houses  where  needed.  I 
am  pleased  to  say  that  in  fiscal  year  1996,  with  just  such  goals  in  mind,  we  have 
budgeted  a  26  percent  increase  above  fiscal  year  1995  levels  for  family  housing.  We 
are  asking  for  your  approval  for  $1.5  billion  for  family  housing  in  fiscal  year  1996, 
and  slightly  less  than  that  in  fiscal  year  1997. 

As  Table  1  displays,  we  have  budgeted  significant  increases  in  construction,  im- 
provements, and  maintenance  accounts  as  part  of  our  efforts  to  take  better  care  of 
our  current  inventory  of  homes.  Our  fiscal  year  1996  construction  request  consists 
of  four  replacement  construction  projects  providing  1,158  homes  and  one  new  con- 
struction project  for  69  homes.  Our  fiscal  year  1997  construction  request  consists  of 
four  replacement  construction  projects  providing  1,029  homes,  and  three  new  con- 
struction projects  providing  220  homes.  We  have  carefully  scrutinized  the  homes  we 
are  targeting  for  replacement  construction  in  fiscal  year  1996  and  fiscal  year  1997 
and  concluded  that  they  cannot  be  economically  revitalized.  We  have  also  budgeted 
for  construction  of  housing  office  community  centers  and  self-help  centers  at  several 
locations. 
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Table  1.  Department  of  the  Navy  Family  Housing 


Hscal year 


1995 

1996 

1997 

88 

194 

208 

156 

247 

191 

24 

24 

28 

399 

411 

420 

438 

534 

492 

100 

104 

115 

Construction  

Improvements 

Design  

Operations 

Maintenance 

Leasing 

Total  1.205  1,514  1,454 

Similarly,  we  are  investing  a  total  of  $247  million  in  fiscal  year  1996  for  revitaliz- 
ing homes.  Rather  than  piecemeal  improvements  to  selected  components  of  individ- 
ual homes,  we  are  continuing  our,  focus  on  the  Navy's  Neighborhoods  of  Excellence 
(NOE)  Program,  and  the  Commandant's  Campaign  Plan  (CCP)  for  Marine  Corps 
housing.  Under  NOE  and  CCP,  we  target  an  entire  nei^borhood  and  upgrade  elec- 
trical and  plumbing  systems,  replace  windows  and  doors,  install  insulation,  update 
kitchens  and  baths,  as  well  as  improve  landscaping,  street  lighting,  and  utility  serv- 
ices as  necessary.  We  have  found  that  such  an  approach  brings  visible  improve- 
ments, and  greater  personal  satisfaction,  to  all  residents  in  the  neighborhood. 

We  have  also  budgeted  a  $96  million  increase  above  flscal  year  1995  for  mainte- 
nance. This  additional  money  will  help  improve  routine  landlord  services  such  as 
change  of  occupancy  maintenance,  minor  repairs  and  emergency  service  calls. 

The  other  major  components  of  our  Family  Housing  budget  request  include  $411 
million  for  operations  and  $104  million  for  leasing  in  fiscal  year  1996.  We  have  an 
inventory  of  approximately  97,000  homes  for  which  the  Operations  funding  pays  for 
utility  costs,  management,  furnishings  and  other  support  costs.  The  leasing  funding 
pays  for  approximately  4,600  leasea  units  in  the  United  States  and  overseas.  Ap- 
proximately half  of  the  leases  are  under  the  Section  801  "Build-to-Lease"  program. 
Both  the  Operations  and  Leasing  budget  request  remain  steady. 

Bachelor  Quarters 

We  have  not  forgotten  the  housing  needs  of  our  "single"  sailors  and  marines, 
which  includes  unmarried  members  as  well  as  those  on  unaccompanied  tours,  in 
training,  or  on  temporary  duty  at  an  installation.  The  Department  of  the  Navy  has 
183,000  bachelor  quarters  (BQ)  spaces  located  throughout  the  world.  Many  of  the 
BQ  face  the  same  obsolescence  as  have  our  family  housing  units.  The  Navy  has  been 
a  keen  participant  with  the  other  services  and  the  Office  of  the  Secretary  of  Defense 
to  develop  new  BQ  construction  standards  that  standardize  room  sizes  and  address 
privacy  issues  across  DOD.  We  will  have  these  new  BQ  construction  standards  in 
place  for  next  year's  budget  submission.  We  are  also  evaluating  the  fiscal  year  1996 
program  to  consider  whether  some  of  these  projects  can  be  built  to  the  new  stand- 
ards if  the  Secretary  of  Defense  approves  them. 

We  have  budgeted  $68  million  in  fiscal  year  1996,  and  $173  million  in  fiscal  year 
1997,  an  increase  of  $105  million  over  fiscal  year  1996.  Our  fiscal  year  1996  pro- 
gram consists  of  8  projects  (4  replacement  construction)  covering  563,000  square 
feet,  while  our  fiscal  year  1997  program  consists  of  12  projects  (7  replacement  con- 
struction) covering  1.2  million  square  feet. 

Limited  Partnerships  for  Navy  Housing 

I  also  want  to  mention  our  limited  partnership  initiative.  The  Fiscal  Year  1995 
Authorization  Act  gave  the  Department  of  the  Navy  authority  to  enter  into  limited 
partnerships  with  private  developers  to  build  housing  for  our  people.  While  our  new 
construction  program  focuses  on  replacement  construction,  I  am  optimistic  that  we 
can  use  this  new  authority  in  selected  housing  markets  to  leverage  our  own  money 
with  private  sector  capital  as  a  means  of  reducing  our  total  housing  shortfall. 

Unlike  the  Section  801  and  Section  802  authority  which  we  have  been  unable  to 
make  use  of  because  of  scoring  concerns,  this  new  authority  would  allow  us  to  create 
a  limited  partnership  with  a  private  developer.  As  a  limited  partner,  we  would  con- 
tribute one  third  or  less  in  the  up-front  cost  of  the  project,  with  our  liability  limited 
to  the  financial  contribution  we  made  to  the  partnership.  We  expect  to  later  recover 
our  investment  and  reinvest  the  proceeds  in  another  limited  partnership  elsewhere. 
We  v/ould  of  course  structure  the  partnership  to  ensure  that  military  families  would 
receive  preference  for  placement  in  these  homes. 
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We  are  moving  ahead  aggressively  to  take  advantage  of  this  opportunity.  We  have 
done  much  stafi  work,  ana  the  Secretary  has  nominated  five  of  the  seven  members 
of  the  Department  of  the  Navy  Housing  Investment  Board.  These  five  individuals 
will  then  appoint  two  others  from  private  industry  to  round  out  the  board.  We  are 
developing  recommendations  for  board  procedures,  a  methodology  for  screening  can- 
didate projects  and  developers,  and  planning  industry  forums  at  locations  where  we 
have  housmg  deficits  and  where  market  conditions  could  support  such  an  initiative. 

The  Secretary  of  Defense  has  recognized  the  merits  of  this  initiative  and  may  in- 
clude a  legislative  proposal  to  expand  this  authority  to  all  the  services.  The  Sec- 
retary of  Defense  has  also  budgeted  $22  million  in  fiscal  year  1996  for  private  ven- 
ture initiatives.  We  are  working  closely  with  the  OSD  staff  and  hope  to  have  a 
project  ready  for  consideration  before  the  end  of  this  year. 

Other  Quality -of -Life  Projects 

In  addition  to  Family  Housing  and  Bachelor  Quarters  projects,  our  budget  sub- 
mission includes  $40  million  in  fiscal  year  1996  and  $15  million  in  fiscal  year  1997 
for  recreation  and  community  facilities  Including  child  development  centers. 

I  would  now  like  to  discuss  our  implementation  of  base  closure  decisions. 

IMPLEMENTATION  OF  BASE  CLOSURE  DECISIONS 

The  base  closure  process  is  a  painful  one  for  the  Department  of  the  Navy,  and 
for  the  many  communities  who  have  welcomed  our  presence  for  so  many  years.  Yet 
it  is  one  we  must  pursue  if  we  are  to  properly  size  the  shore  infrastructure  to  the 
smaller  force  structure  of  the  post  Cold  War  era.  Excess  capacity  in  our  shore  facili- 
ties presents  a  significant  financial  drain  on  the  Department  of  the  Navy. 

We  are  implementing  the  first  three  of  four  scneduled  rounds  of  base  closure. 
Under  the  Base  Closure  and  Realignment  Act  of  1988  (Public  Law  100-526),  i.e., 
BPAC  88,  we  are  implem.enting  2  major  closures,  4  minor  closures,  and  2 
realignments.  The  Defense  Base  Closure  and  Realignment  Act  of  1990  (Public  Law 
101-510,  10  U.S.C.  2687),  as  amended,  directed  3  additional  rounds,  called  BRAC 
91,  BRAC  93,  and  BRAC  95.  We  are  implementing:  10  major  closures,  8  minor  clo- 
sures, and  18  realignments  under  BRAC  91;  and  27  major  closures,  47  minor  clo- 
sures, and  18  realignments  under  BRAC  93.  We  have  forwarded  our  recommenda- 
tions for  BRAC  95  to  the  Defense  Base  Closure  and  Realignment  Commission.  This 
is  the  last  of  the  scheduled  closure  commissions  under  Public  Law  101-510.  Because 
they  will  be  the  subject  of  separate  hearings,  I  will  not  discuss  any  elements  of  the 
BRAC  95  list. 

BRAC  Implementation  Strategy 

In  implementing  BRAC  closure  decisions,  we  have  followed  a  straightforward 
strategy.  We  want  to  quickly  achieve  operational  closure  of  each  military  installa- 
tion selected  for  closure.  By  that  I  mean  all  mission  equipment  and  military  person- 
nel, with  the  exception  of  a  small  caretaker  cadre,  will  oe  relocated  to  the  receiv- 
ing^ location,  the  military  mission  will  cease,  and  the  Commanding  Officer  will 
"lower  the  flag"  at  the  base. 

Rapid  operational  closure  provides  a  number  of  benefits  to  the  Department  of  the 
Navy,  to  tne  affected  communities.  First,  the  faster  we  can  close  a  base,  the  sooner 
we  can  realize  savings  from  reduced  operating  costs.  After  operational  closure,  we 
substantially  reduce  costs  associated  with  electricity,  heating  and  cooling,  telephone, 
potable  water,  sewage  treatment,  supplies,  hazardous  waste  handling  and  disposal, 
administrative  support  personnel,  and  a  host  of  other  costs  to  pay  at  the  closing 
base.  The  savings  generated  by  no  longer  having  to  operate  and  maintain  this  ex- 
cess infrastructure  are  significant.  Excluding  any  revenue  from  land  sales,  we  expect 
to  save  $2  billion  per  year  after  operational  closure  of  all  bases  included  in  BRAC's 
88,  91,  and  93.  We  are  counting  on  these  savings  to  recapitalize  our  force  capabili- 
ties in  the  future. 

Rapid  operational  closure  also  provides  base  closure  communities  with  early  op- 
portunities for  economic  reuse.  We  want  to  do  everything  possible  to  facilitate  the 
transition  of  the  local  economy.  The  components  of  the  President's  Five  Points  For 
Revitalizing  Communities  Affected  By  Base  Closures  includes — Job  Centered  Prop- 
erty Disposal,  Fast-Track  Clean-Up,  Access  to  Transition  and  Redevelopment  Help, 
Larger  Economic  Development  Planning  Grants,  and  On  Site  Base  Transition  Coor- 
dinators provide  the  keys.  We  have  established  interim  leases  at  seven  installations, 
and  plan  to  award  leases  at  six  additional  installations  by  this  summer.  We  are  also 
working  successfully  with  community  reuse  groups  on  personal  property  opportuni- 
ties provided  in  the  Fiscal  Year  1995  Authorization  Act. 

We  have  established  a  Deputy  Assistant  Secretaiy  of  the  Navy  for  Conversion  and 
Redevelopment  in  my  office  expressly  to  ensure  that  community  concerns  at  base 
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closure  locations  have  the  attention  of  senior  officials  in  the  Department  of  the 
Navy.  Mr.  William  J.  Cassidy,  Jr.,  working  with  Rear  Admiral  Drennon  has  done 
an  outstanding  job  of  addressing  community  concerns  by  cutting  through  red  tape, 
and  finding  solutions  to  base  closure  problems.  We  want  to  facilitate  redevelopment 
of  the  base  closure  property. 

In  addition  to  this  senior  management  emphasis,  we  have  delegated  daily  deci- 
sionmaking down  through  the  chain  of  command  to  the  Commanding  Officer  of  each 
BRAC  installation.  The  Commander  who  was  in  chaise  of  running  the  base  is  now 
in  charge  of  closing  it. 

We  are  supporting  our  Commanding  Officers  at  BRAC  receiving  locations  with  an 
aggressive  acquisition  strategy  and  early  planning  and  design  of  construction 
projects  to  expedite  relocation  of  units  to  receiving  stations.  We  are  also  using 
swing  projects"  to  substitute  for  other  construction  and  environmental  projects  that 
encounter  unexpected  delays  to  ensure  that  relocation  of  units  does  not  impede  the 
base  closure  process  and  to  ensure  quality-of-life  for  sailors  at  their  new  bases.  We 
are  not  forgetting  our  military  and  civilian  personnel  are  assigned  to  bases 
transitioning  to  closure — we  are  maintaining  the  quality-of-life  for  our  people  on 
these  bases  right  up  to  the  date  of  closure. 

BRAC  Funding 

Our  overall  fiscal  year  1996  budget  request  totals  $2.6  billion.  This  consists  of 
$423  million  for  BRAC  91,  $1,573  million  for  BRAC  93,  and  a  planning  wedge  of 
$509  million  to  bemn  BRAC  95  implementation. 

Lagging  overall  BRAC  obligation  performance  by  the  Department  of  Defense  con- 
tributed to  the  1994  congressional  rescission  of  $507  million  of  BRAC  93  funds.  I 
will  address  the  rescission  in  a  moment,  but  first  I  want  to  be  sure  you  understand 
that  the  Navy  is  making  a  concerted  effort  to  speed  its  obligation  of  available  BRAC 
funds.  At  the  end  of  fiscal  year  1994,  the  Department  of  the  Navy  had  obligated: 

•  99  percent  of  all  BRAC  93  funds  appropriated  and  allocated  to  us; 

•  98  percent  of  all  BRAC  91  funds  appropriated  and  allocated  to  us  in  fiscal  year 
1994  and  all  previous  years; 

•  79  percent  of  all  BRAC  88  funds  appropriated  and  allocated  to  us.  We  will  obli- 
gate all  of  remaining  Navy  BRAC  88  funds  by  the  end  of  this  year. 

We  have  already  obligated  34  percent  of  our  fiscal  year  1995  BRAC  91  funds,  and 
31  percent  of  our  fiscal  year  1995  BliAC  93  funds.  Let  me  emphasize:  The  Depart- 
ment of  the  Navy  does  not  have  a  BRAC  obligation  performance  problem. 

We  have  accomplished  this  through  careful,  systematic  planning  and  aggressive 
pursuit  of  design  and  construction  milestones.  We  have  taken  steps  to  ensure  clo- 
sure actions  begin  on  time,  and  to  prudently  manage  cash  fiow.  Working  in  conjunc- 
tion with  the  Under  Secretary  of  Defense  (Comptroller)  we  took  steps  to  mitigate 
the  impact  of  the  fiscal  year  1994  BRAC  rescission.  We  obtained  financial  help  and 
we  propose  incremental  funding  of  a  number  of  fiscal  year  1995  construction 
projects.  Incremental  funding  permits  us  to  significantly  lessen  the  impact  on  clo- 
sure schedules. 

For  example,  Naval  Air  Station  Patuxent  River,  Maryland  is  the  receiving  site  for 
the  relocation  of  the  Naval  Air  System  Command  now  situated  in  Crystal  City,  VA. 
Instead  of  obligating  a  $65  million  project  at  NAS  Patuxent  River  to  construct  the 
Naval  Air  Systems  Command  Heaaguarters,  we  obligated  $32  million  on  January 
25,  1995  to  initiate  a  construction.  We  will  obligate  the  remaining  $33  million  in 
fiscal  year  1996.  At  Naval  Air  Station  Pensacola,  Florida  we  obligated  $133  million 
on  January  11,  1995  to  begin  construction  of  a  complex  which  includes  9  barracks 
buildings,  a  galley,  a  training  complex,  and  support  facilities.  We  will  obligate  the 
remaining  $100  million  in  fiscal  year  1996.  Phased  funding  of  these  two  BRAC 
projects  has  freed  over  $130  million  in  precious  fiscal  year  1995  BRAC  funds  that 
we  are  using  to  initiate  actions  at  other  BRAC  locations.  The  Under  Secretary  of 
Defense  (Comptroller)  recently  approved  incremental  funding  of  18  BRAC  93  con- 
struction projects  in  fiscal  year  1995.  In  fiscal  year  1996  and  subsequent  years, 
projects  will  be  fully  funded. 

Now,  I  would  like  to  return  to  the  topic  of  the  fiscal  year  1994  BRAC  rescission. 
The  Department  of  the  Navy's  share  of  this  rescission  was  $350  million,  leaving  us 
only  $464  million  available  for  BRAC  93  implementation.  Left  unresolved,  this 
would  have  caused  us  to  delay  operational  closure  from  6  months  to  a  year  at  sev- 
eral BRAC  93  closure  installations.  However,  working  closely  with  the  Office  of  the 
Secretary  of  Defense,  we  were  able  to  get  "loans"  of  $350  million  from  prior  year 
unobligated  BRAC  funds  from  the  other  military  departments.  (Incidentally,  the  ob- 
ligation figures  I  presented  a  few  moments  ago  included  full  obligation  of  the  $350 
million  "loan.") 
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However,  the  efTects  of  the  BRAC  94  rescission  linger  on  since  we  paid  back  our 
"loans"  on  October  1  from  our  fiscal  year  1995  allocation.  Implementation  of  BRAC 
93  for  the  Navy  will  remain  seriously  constrained  by  the  availability  of  funds.  I  urge 
the  Congress  to  fully  support  our  fiscal  year  1996  BRAC  budget  request. 

Status  of  BRAC  Closures  and  Realignments 

I  am  very  proud  of  our  BRAC  execution  performance.  We  have  achieved  oper- 
ational closure  or  completed  realignment  of  69  of  the  total  136  required  closure  or 
realignments  from  the  first  three  rounds.  By  the  end  of  this  year,  I  expect  to  have 
completed  a  total  of  85  closures  or  realignments. 

Status  of  BRAC  Environmental  Efforts 

Environmental  concerns  are  an  important  aspect  of  BRAC  implementation.  BRAC 
environmental  funding  supports:  environmental  assessments  and  environmental  im- 
pact statements  under  the  National  Environmental  Policy  Act;  environmental  com- 
gliance  issues  directly  associated  with  closure,  such  as  Resource  Conservation  and 
ecovery  Act  facility  closures  and  asbestos  abatement;  and  of  course,  environmental 
cleanup  of  soil  and  water  contamination  due  to  past  activities. 

We  are  working  to  implement  the  fast-track  cleanup  announced  by  President  Clin- 
ton last  year.  We  have  established  Restoration  Advisory  Boards  (RABs)  at  all  sig- 
nificant base  closure  locations.  The  RABs,  which  replaced  the  Technical  Review 
Committees  previously  established  at  many  locations,  are  chaired  jointly  by  the 
Commanding  Officer  of  the  base  and  a  representative  of  the  community.  We  have 
established  Base  Cleanup  Teams  (BCTs)  consisting  of  Navy,  EPA  Region,  and  State 
representatives.  This  partnered  approach  has  helped  reduce  red  tape,  improve  co- 
operation and  coordination.  The  BCTs  submitted  their  preliminary  Base  Cleanup 
Plans  last  March,  and  will  submit  more  detailed  updates  in  March  1995.  The  BCTs 
are  also  working  very  closely  with  Local  Redevelopment  Authorities  to  ensure  that 
priority  attention  is  given  to  those  land  parcels  with  the  highest  potential  for  reuse. 

I  would  now  like  to  turn  to  our  military  construction  program. 

MILITARY  CONSTRUCTION 

Austere  construction  budgets 

Our  Military'  Construction,  Navy  budget  request  for  fiscal  year  1996  is  $91  million 
above  the  fiscal  year  1995  authorized  and  appropriated  level  of  $397  million,  while 
the  Military  Construction,  Naval  Reserve  budget  request  for  fiscal  year  1996  is  $15 
million  below  the  fiscal  year  1995  authorized  and  appropriated  level  of  $23  million. 

While  for  the  most  part  this  reflects  overall  progress,  I  must  admit  that  our  regu- 
lar construction  program  remains  austere.  Frankly,  we  will  have  to  get  beyond  the 
final  round  of  base  closure  before  we  can  realistically  identify,  program,  budget,  and 
defend  construction  projects  at  a  more  robust  level. 

Despite  the  austere  funding,  we  have  carefully  selected  projects  that  meet  several 
specific  criteria.  In  addition  to  the  quality-of-life  projects  previously  discussed,  we 
focused  on  two  additional  areas:  readiness  and  compliance  with  environmental  and 
safety  standards. 

We  have  included  24  projects  totaling  $202  million  in  the  fiscal  year  1996  pro- 
gram that  provide  readiness  capabilities.  Examples  include  a  $23  million  pier  re- 
placement at  Naval  Subase  Pearl  Harbor,  Hawaii,  and  a  $3.8  million  multi-purpose 
machine  gun  range  at  Marine  Corps  Base  Camp  Pendleton,  California. 

We  have  included  11  projects  totaling  $130  million  in  the  fiscal  year  1996  pro- 
gram that  are  compliance  oriented.  Examples  include  $20  million  for  phase  one  of 
an  Oily  Waste  Collection  facility  at  Naval  Station  San  Diego,  California,  and  $46 
million  for  a  waste  water  treatment  plant  at  Marine  Corps  Base,  Camp  Lejeune 
North  Carolina. 

Similar  to  our  efforts  to  recapitalize  our  family  housing,  approximately  53  percent 
of  the  fiscal  year  1996  program  consists  of  projects  that  are  intended  to  revitalize 
existing  capabilities. 

Our  fiscal  year  1996  budget  request  also  includes  $7  million  in  unspecified  minor 
construction,  and  $46  million  in  planning  and  design.  We  have  included  $5  million 
in  the  Operations  and  Maintenance,  Navy  appropriation  for  demolition  of  dilapi- 
dated buildings.  We  will  centrally  manage  this  funding  and  use  it  exclusively  to  tear 
down  old  buildings  that  are  security  and  fire  hazards,  drain  the  CO's  base  operating 
funds,  and  are  visual  eyesores  on  the  base. 

Our  Military  Construction  Naval  Reserve  budget  consists  of  a  $3.1  million  Re- 
serve training  center  building  at  Canip  Eldwards,  Massachusetts,  a  $3.8  million 
Navy/Marine  Corps  Reserve  Training  Building  addition  in  Buffalo,  NY,  and  $1.0 
million  for  planning  and  design. 
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RECAPITALIZATION  OF  FACILITIES 

Although  we  are  making  good  progress  in  quality -of-life  construction  programs 
and  base  closure  implementation,  the  overall  state  of  our  facility  investments  is 
below  what  I  believe  is  necessary  to  manage  our  property  on  a  sustainable  basis. 
We  are  devoting  less  than  1.5  percent  of  plant  value  to  real  property  maintenance. 
Our  backlog  of  major  repair  projects  is  well  over  $4  billion  for  Navy  and  Marine 
Corps.  Our  facility  recapitalization  program  is  approaching  a  100  year  replacement 
rate,  while  the  average  age  of  Navy  facilities  is  46  years,  and  the  Marine  Corps  is 
36. 

As  the  last  scheduled  round  of  Base  Closure  is  finalized  this  fall,  we  will  eliminate 
the  uncertainty  over  which  facilities  we  must  close,  and  which  ones  we  will  retain. 
We  are  preparing  a  post-BRAC,  long-range  plan  for  ensuring  the  viability  of  our  in- 
frastructure investment  for  the  future.  At  tnis  time  next  year,  I  hope  to  share  this 
long-range  facility  investment  strategy  with  you. 

CONCLUSION 

That  concludes  my  statement.  I  appreciate  the  support  that  this  committee  and 
its  staff  has  given  us  in  the  past,  ana  look  forward  to  our  continued  close  coopera- 
tion in  the  future.  I  would  be  pleased  to  answer  any  questions. 

Senator  McCain.  Thank  you,  very  much.  Mr.  Johnson. 

SATEMENT  OF  PAUL  W.  JOHNSON,  DEPUTY  ASSISTANT  SEC- 
RETARY OF  THE  ARMY  (INSTALLATIONS,  LOGISTICS,  AND 
ENVIRONMENT) 

Mr.  Johnson.  Mr.  Chairman,  it  is  a  pleasure  to  be  here  to  talk 
to  you  about  our  1996  and  1997  program  and  the  status  of  our  base 
realignments  and  closures.  These  actions  are  very  important  to  the 
Army  and  are  important  to  this  committee,  as  you  know,  and  we 
appreciate  the  opportunity  to  report  to  you  on  them. 

Before  we  begin  discussing  the  details  of  the  military  construc- 
tion request  and  the  status  of  our  base  realignment  and  closure  ac- 
tions, I  would  like  to  highlight  some  key  areas. 

America's  Army  consists  of  members  of  the  Active  force,  the 
Army  Reserve,  the  Army  National  Guard,  the  civilian  employees, 
family  members,  installations  and  facilities.  Each  of  these  compo- 
nents is  vital  to  the  Army's  success  as  it  moves  into  the  21st  Cen- 
tury. As  we  enter  into  a  new  era,  we  are  a  smaller  but  more  capa- 
ble Army.  With  the  downsizing  comes  the  promise  of  an  Army  de- 
signed to  meet  new  demands  in  the  next  century.  The  addition  of 
information  age  technology  that  will  revolutionize  warfare  and  the 

f)romise  of  quality  to  soldiers  and  civilians  to  meet  the  many  chal- 
enges  through  innovation  and  dedication  is  the  character  of  the 
Army. 

Today,  we  will  discuss  the  facilities  part  of  the  Army.  The  Army's 
facilities  strategy  is  applied  to  our  allocation  of  funds  within  tne 
total  funds  available  to  the  Army.  The  strategy  is  to  reduce  our  fa- 
cilities inventory,  to  focus  our  facilities  budget  on  ensuring  and  sus- 
taining quality  of  life  and  the  environment  at  our  remaining  instal- 
lation infrastructure,  and  to  maintain  the  inventory  we  are  keep- 
ing. In  addition  to  base  closure  and  realignments  in  the  United 
States  and  overseas  base  reductions,  we  are  continuing  a  facilities 
reduction  program  to  further  reduce  our  infrastructure. 

Facilities  funding  also  maximizes  the  use  of  host  nation  and 
burdensharing  initiatives,  payment  in  kind  projects,  and  residual 
value  of  facilities  that  are  returned  to  host  nations.  We  are  empha- 
sizing improving  business  practices  as  we  focus  on  facility  funding 
in   the   area   of  the   highest   payback.   The   Army's   $2.3    billion 
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MILCON  budget  in  1996  and  $2.3  billion  in  1997  results  from  the 
Army's  restructuring  to  a  power  projection  United  States-based 
force,  while  still  maintaining  a  minimum  forward  presence. 

One  of  the  largest  challenges  we  face  in  our  constrained  resource 
environment  is  to  maintain  our  facility  readiness  while  downsizing 
the  Army.  The  requirements  to  shape  the  Army  for  the  future  and 
focus  defense  resources  have  produced  the  1996  and  1997  military 
construction  budgets.  The  Active  component  portion  of  the  budget 
funds  our  highest  priority  military  construction  and  housing  re- 
quirement which  emphasizes  strategic  mobility,  revitalizing  of  bar- 
racks and  family  housing,  and  provides  environmental  health  and 
other  mission-essential  projects. 

Strategic  mobility  is  absolutely  essential  to  our  power-projection 
Army.  We  must  have  ready  access  to  significant  and  reliable  rail, 
sea,  and  air  transportation  assets.  The  Army  must  also  have  equip- 
ment prepositioned  around  the  world  for  deploying  units.  Finally, 
we  must  improve  the  infrastructure  at  our  power  projection  instal- 
lations across  the  United  States  to  guarantee  we  can  prepare  and 
deploy  our  forces. 

The  Army  is  committed  to  improving  the  quality  of  life  of  our  sol- 
diers and  their  families.  Quality  of  life  has  a  major  impact  on  the 
readiness  of  the  Army.  To  attract  and  maintain  quality  people, 
America's  Army  must  continue  to  focus  on  quality  of  life  issues  im- 
portant to  the  men  and  women  who  serve  our  Nation.  In  this  area, 
we  have  concentrated  our  efforts  toward  improving  the  living  condi- 
tions of  our  soldiers  and  their  families.  We  can  see  this  reflected 
in  our  investment  in  barracks  projects  and  increased  operation  and 
maintenance  funding  for  Army  family  housing. 

For  the  National  Guard  and  Army  Reserve,  the  1996  and  1997 
budgets  are  limited,  and  they  reflect  our  highest  priority  oper- 
ational needs.  In  the  base  realignment  and  closure  area,  the  Army 
is  making  significant  progress  in  reshaping  our  base  structure 
throughout  the  world.  The  Army  continues  to  execute  all  initiatives 
in  the  BRAG  process.  BRAG  1995  recommendations  were  submit- 
ted to  the  BRAG  Gommission  on  February  28,  1995,  for  consider- 
ation. These  recommendations  are  not  final  and  must  go  through 
the  full  cycle  of  Commission  review. 

The  Army  has  taken  about  60  percent  of  its  force  structure  out- 
side of  the  GONUS.  Approximately  149,000  of  the  total  221,000 
troop  reduction  has  been  overseas.  The  remainder  has  been  in 
GONUS,  and  the  Army  has  approved  plans  to  reduce  an  appro- 
priate amount  of  infrastructure.  Fiscal  realities  are  requiring  a  re- 
shaping of  the  Army,  and  we  are  attempting  to  do  this  in  the  man- 
ner which  will  minimize  the  impact  on  soldiers,  civilian  employees, 
and  communities  affected  by  the  various  base  closure  and  realign- 
ment actions.  The  Armv  will  continue  to  work  with  local  commu- 
nities to  structure  a  redevelopment  plan  for  our  bases  impacted  by 
various  BRAG  actions.  When  the  CONUS  actions  are  completed, 
the  Army  will  have  a  GONUS  basing  structure  which  can  provide 
the  power  projection  platforms  necessary  to  deploy  the  U.S.  Army 
around  the  world  to  meet  global  requirements. 

Last,  I  would  like  to  talk  about  an  important  source  of  resources 
and  support  of  the  Army's  facilities  real  property  maintenance  ac- 
tivities. The  appropriations  for  these  funds  is  provided  as  part  of 
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the  Defense  Appropriations  bill.  These  funds  reflect  the  cost  to  op- 
erate and  maintain  the  Army's  physical  plant.  We  would  also  ask 
for  your  support  in  this  area,  which  plays  a  critical  role  in  our  fa- 
cilities revitalization  initiative. 

Mr.  Chairman  and  members  of  the  committee,  thank  you  for 
your  continued  support. 

[The  prepared  statement  of  Mr.  Johnson  follows:] 

Prepared  Statement  by  Paul  W.  Johnson,  Deputy  Assistant  Secretary  of  the 
Army  (Installations  and  Housing)  OASA  (I,L&E) 

Mr.  Chairman  and  members  of  the  subcommittee,  it  is  a  pleasure  for  us  to  appear 
before  you  to  discuss  the  Army's  portion  of  the  military  construction  request  for  fis- 
cal years  1996  and  1997.  Also,  we  will  discuss  the  status  of  base  realignment  and 
closure  actions  within  the  Department  of  the  Army.  These  issues  are  clearly  of  con- 
siderable importance  to  the  Army,  as  well  as  this  committee,  and  we  appreciate  the 
opportunity  to  report  to  you  on  them. 

This  hearing  statement  is  broken  into  four  parts: 

Part  I — Military  Construction,  Army  Family  Housing,  Army  Homeowners  As- 
sistance Fund,  Defense 
Part  n — Military  Construction,  Army  National  Guard 
Part  HI — Military  Construction,  Army  Reserve 
Part  IV— Base  Realignment  and  Closure  (BRAC) 

Part  I— Military  Construction,  Army  Family  Housing,  Army  Homeowners 
Assistance  Fund,  Defense 

I  am  pleased  to  present  the  Active  Army's  pwrtion  of  the  Military  Construction 
budget  request  for  fiscal  years  1996  and  1997.  Our  program  focuses  on  improving 
readiness  of  the  Army  by  concentrating  on  three  areas:  mission  projects,  quality  oT 
life,  and  support  programs.  This  budget  will  provide  only  minimum  construction  and 
family  housing  resources  essential  to  continuing  the  downsizing  of  the  Army. 

The  program  presented  requests  authorization  of  appropriations  for  Military  Con- 
struction, Armv  (MCA)  of  $472,724 ,0(X),  and  $1,381,096,000  for  Army  Family  Hous- 
ing (AFH),  and  $75,586,000  for  Homeowners  Assistance  Fund,  Defense  in  fiscal  year 
1996;  and  $492,082,000  for  MCA,  $1,399,763,000  for  AFH,  and  $36,180,000  for 
Homeowners  Assistance  Fund,  Defense,  in  fiscal  year  1997. 

America's  Army  consists  of  members  of  the  Active  force,  the  Army  Reserve,  and 
the  Army  National  Guard,  civilian  employees,  family  members,  installations  and  fa- 
cilities. Each  of  these  components  are  vital  to  the  Army's  success  as  it  moves  into 
the  21st  century.  As  we  enter  into  a  new  era,  we  are  a  smaller  but  more  capable 
Army.  With  the  downsizing  comes  the  promise  of  an  Army  designed  to  meet  new 
demands  in  the  next  century.  The  addition  of  information  age  technology  that  will 
revolutionize  warfare,  and  the  promise  of  quality  soldiers  and  civilians  to  meet  the 
many  challenges  through  innovation  and  dedication,  is  the  character  of  the  Army. 

This  budget  reflects  the  fiscal  constraints  and  reduced  military  force  structure 
since  the  fall  of  the  Berlin  Wall.  One  of  the  greatest  challenges  the  Army  must  face 
in  the  constrained  resource  environment  is  to  maintain  our  readiness  while 
downsizing  the  Army.  The  requirement  to  shape  the  Army  for  the  future  and  reduce 
Defense  resources  has  produced  this  Military  Construction  budget.  The  budget 
funds  our  highest  priority  military  construction  and  family  housing  requirements. 

As  the  Army  moves  further  into  a  power  projection  force,  our  installations  are  also 
changing.  Army  installations  have  become  platforms  from  which  forces  will  be  pro- 
jected to  any  part  of  the  world.  Army  readiness  requires  a  balance  that  includes 
quality  soldiers  and  quality  installations.  Our  installations  are  changing  to  meet  our 
new  demands  of  a  power  projection  force.  Installations  directly  support  the  Army's 
ability  to  train  and  maintain  the  force,  to  project  and  sustain  the  force,  and  to  re- 
cruit and  retain  quality  soldiers  and  the  civilian  work  force. 

The  installation's  work  force,  facilities,  and  training  areas  enable  the  force  to 
progress  to  the  highest  state  of  readiness  prior  to  force  projection.  Training  and 
maintaining  of  the  force  is  directly  tied  to  the  installation's  ability  to  provide  ranges, 
training  facilities,  simulators,  training  devices,  general  support,  and  maintenance 
and  repair  of  facilities,  as  well  as  other  logistical  support.  Installations  must  also 
achieve  total  integration  of  environmental  stewardship  to  preserve  our  national  her- 
itage of  land  and  cultural  resources  under  the  Army's  care,  including  numerous  his- 
toncal  buildings  and  over  2,000  historical  family  houses. 
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We  need  to  ensure  that  there  is  a  balance  between  all  programs  afTecting  readi- 
ness and  the  support  to  our  personnel.  Our  strategy  can  only  be  achieved  through 
balanced  funding,  divestiture  of  excess  capacity  and  improvements  in  management. 
We  will  continue  to  work  toward  maintaining  the  maximum  flexibility  of  our  instal- 
lation commanders  to  use  the  resources  available  to  them  to  maintain  maximum 
readiness  and  provide  the  support  and  facilities  they  need.  We  will  also  continue 
to  streamline,  consolidate  and  effect  community  partnerships  that  generate  re- 
sources for  infrastructure  improvements  and  continuance  of  services. 

During  a  hearing  last  year  on  facilities  planning,  the  Deputy  Inspector  General 
of  the  Department  of  Defense  stated:  "Our  military  forces  need  and  deserve  to  have 
excellent  facilities  that  enable  them  to  carry  out  their  mission  and  to  have  good 
working  and  living  conditions.  There  could  be  nothing  more  wasteful  than  not  test- 
ing a  new  weapon  system  fully  because  of  inadequate  test  facilities,  allowing  mate- 
riel to  be  ruined  because  of  lack  of  warehouses,  or  driving  highly  trained  personnel 
out  of  the  services  because  their  families  have  substandard  housing."  This  budget 
will  provide  the  needed  facilities  and  housing  support  to  our  Army,  while  protecting 
our  limited  resources  in  other  areas  of  the  Army  budget. 

Now,  I  would  like  to  talk  about  our  facilities  strategy  as  it  affects  the  Army  as 
we  move  toward  the  21st  century.  Our  facilities  mission  is  to  meet  the  demands  of 
a  ready  fighting  force,  support  national  objectives  such  as  environmental  protection, 
and  provide  quality  living  and  working  conditions  within  the  resources  available  to 
ensure  we  attract,  train,  equip  and  retain  quality  soldiers. 

FACILITIES  STRATEGY 

The  Military  Construction,  Army  (MCA)  program  constitutes  approximately  0.8 
percent  of  the  total  Army  budget  request  in  fiscal  year  1996,  and  0.9  percent  in  fis- 
cal year  1997.  The  Army  Family  Housing  (AFH)  program  represents  another  2.3 
percent  of  the  total  Army  budget  in  fiscal  year  1996,  and  2.4  percent  in  fiscal  year 
1997.  These  funds  finance  new  construction,  revitalization  of  the  facilities,  and  fam- 
ily housing  operations  and  maintenance  to  protect  the  health  and  safety  of  our  sol- 
diers, provide  suitable  living  facilities  for  our  personnel,  and  protect  the  environ- 
ment and  living  conditions  of  all  personnel.  Our  request  satisfies  many  facilities  and 
family  housing  operations  and  maintenance  requirements  of  today's  Army. 

The  Army's  facilities  strategy  is  applied  in  our  allocation  of  funds  within  the  total 
funds  available  to  the  Army.  The  strategy  is  to  reduce  our  facilities  inventory,  to 
focus  our  facilities  budget  on  ensuring  and  sustaining  quality  of  life  and  the  envi- 
ronment at  our  remaining  installation  infrastructure,  and  to  maintain  the  inventory 
we  are  keeping.  In  addition  to  Base  Closure  and  Realignment  in  the  United  States 
and  overseas  base  reductions,  we  are  continuing  a  facility  reduction  program  to  fur- 
ther reduce  our  infrastructure.  This  program  consists  of  consolidating  into  our  best 
facilities,  specific  reduction  targets  for  each  Major  Command  and  demolishing  one 
square  foot  of  existing  facilities  for  every  square  foot  of  new  construction.  On  the 
resource  side,  we  strive  to  obtain  sufficient  funds  and  focus  them  on  the  areas  of 
highest  payback. 

Because  of  the  Army's  overall  budget  constraints,  our  request  for  Military  Con- 
struction and  Family  Housing  is  modest.  Funding  added  for  quality  of  life  issues 
during  the  budget  review  process  provides  additional  support  and  balance  in  our  fa- 
cilities budget.  We  remain  committed  to  taking  care  of  wnat  we  have  before  building 
new.  This  is  demonstrated  in  the  increased  funding  for  Real  Property  Maintenance 
to  improve  the  quality  of  life  of  our  soldiers.  Any  decision  to  provide  a  new  facility 
is  made  only  afler  a  detailed  analysis  of  the  alternatives  shows  that  there  is  no 
other  economically  acceptable  solution  to  upgrade  existing  facilities.  Thus,  projects 
that  are  classified  as  facility  upgrade  or  modernization  do  not  have  a  lower  priority, 
they  merely  represent  the  optimum  alternative  as  the  facilities  strategy  is  applied. 

As  the  Army  downsizes  to  a  smaller  force,  we  must  emphasize  that  construction 
of  new  facilities  is  still  necessary.  Although  we  can  reduce  the  facilities  that  are  not 
required,  we  must  also  replace  the  facilities  that  are  uneconomical  to  operate  and 
maintain.   Thus,   new   construction   represents   revitalization   through   facilities   re- 

f)lacement.  Additionally,  we  must  continue  to  streamline  our  base  structure  with  se- 
ected  base  closures  and  realignments.  Our  overseas  strategy  is  to  support  facilities 
inventories  consistent  with  existing  and  projected  force  structure  levels  reflecting 
our  reduced  forward  presence.  Facilities  funding  will  maximize  use  of  host  nation 
and  burdensharing  initiatives,  payment-in-kind  projects  and  residual  value  of  facili- 
ties returned  to  host  nations. 

The  fiscal  years  1996  and  1997  MCA  request  supports  a  program  aimed  at  im- 
proving the  quality  of  life  of  our  unaccompanied  personnel  ana  providing  mission 
essential  and  environmental  construction.  Over  81  percent  in  fiscal  year  1996  and 
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69  percent  in  flscal  year  1997  of  the  MCA  program  funds  these  areas.  An  additional 
6  percent  and  13  percent  in  fiscal  years  1996  and  1997,  respectively,  will  provide 
support  for  other  Army  initiatives  including  land  acquisition  for  the  National  Mu- 
seum of  the  United  States  Army,  the  National  Defense  University  and  the  discipli- 
nary barracks  at  Fort  Leavenworth.  The  remaining  MCA  balance  provides  for  plan- 
ning and  design  and  unspecified  minor  construction  projects,  which  totals  13  and 
18  percent  in  fiscal  years  1996  and  1997,  respectively.  All  of  this  request  is  essential 
for  the  Army  to  successfully  perform  its  mission  and  care  for  its  people  in  the  com- 
ing century.  It  is  all  directly  and  inextricably  linked  to  readiness. 

As  in  the  past  few  years  in  the  family  housing  area,  our  thrust  is  to  operate, 
maintain  ana  modernize  what  we  own.  Seventy-nine  percent  of  our  resources  in  fis- 
cal year  1996  are  going  to  pay  for  operations,  utilities  and  maintenance  expenses 
and  repairs  to  existing  units.  Additionally,  18  percent  will  pay  for  the  leasing  of 
homes  to  provide  adequate  housing  for  our  military  families.  In  fiscal  year  1997,  70 
percent  will  pay  for  operations,  utilities  and  maintenance  while  18  will  be  used  for 
leasing.  Mucn  of  the  operations,  maintenance  and  leasing  costs  are  offset  by  reduc- 
tions m  the  Military  Personnel,  Army  (MJ'A)  account,  since  the  service  members 
housed  in  government  owned  or  leased  housing  are  forfeiting  their  housing  allow- 
ances. The  remainder  of  our  reauest,  3  percent  in  fiscal  year  1996  and  12  percent 
in  fiscal  year  1997,  will  be  usea  to  construct  replacement  homes;  revitalize  family 
housing  units  through  the  whole  neighborhood  revitalization  concept  which  includes 
the  supporting  infrastructure;  accomplish  planning  and  design;  and  provide  service- 
men's mortgage  insurance  premiums. 

Now,  I  would  like  to  discuss  several  of  the  highlights  of  the  budget  that  we  are 
presenting  today. 

MILITARY  CONSTRUCTION,  ARMY  (MCA) 

The  Army  does  not  equate  readiness  to  operating  tempo  (OPTEMPO).  Fully  fund- 
ing OPTEMPO  assures  adequate  training  goals  are  met.  However,  total  readiness 
is  dependent  on  more  than  training  alone.  Readiness  is  also  dependent  on  the  ancil- 
lary, or  supporting  resources,  that  make  training  possible,  such  as  adequate  power 
f)rojection  facilities,  training  facilities,  installation  support  facilities  and  quality  of 
ife  programs  that  suppwrt  our  soldiers  and  their  families.  Optimal  readiness  is 
achieved  only  when  balance  is  maintained  in  funding  training,  mission  essential  and 
quality  of  life  programs.  Within  our  military  construction  request,  we  have  three 
major  categories  of  projects;  essential  mission  facilities,  quality  of  life  projects,  and 
mission  support  programs  such  as  environmental  projects.  Now  I  will  discuss  sev- 
eral of  the  highlights  of  the  budget  that  go  to  support  improving  our  readiness  and 
making  the  Army  ready  to  answer  the  Nation's  call. 

ESSENTIAL  MISSION  FACILITIES 

Essential  mission  facilities  include  several  initiatives  such  as  the  Army  Strategic 
Mobility  Program  (ASMP)  and  the  Panama  Canal  Treaty  implementation  plan.  Also 
in  this  category  are  close  combat  tactical  training  (CCTT)  facilities  that  permit  us 
to  provide  training  through  a  group  of  fully  interactive  networked  emulators  and 
command,  control  and  communications  work  stations.  In  fiscal  year  1996,  there  are 
15  projects  totaling  $159,150,000  that  are  included  in  this  category  and  in  fiscal 
year  1997,  we  have  five  projects  for  a  total  of  $97,900,000.  I  will  briefiy  describe 
our  highest  priority  program,  the  Army  Strategic  Mobility  Program. 

Army  Strategic  Mobility  Program:  Strategic  mobility  is  absolutely  essential  to  our 
power  projection  Army.  We  must  have  ready  access  to  significant  and  reliable  rail, 
sea,  and  air  transportation  assets.  The  Army  must  also  have  equipment 
prepositioned  around  the  world  for  deploying  troops.  Finally,  we  must  improve  the 
infrastructure  at  our  power  projection  installations  across  the  United  States  to  guar- 
antee we  can  prepare  and  aeploy  our  forces.  To  ensure  our  forces  maximize  use  of 
critical  airlift  and  sealifl  capabilities,  we  have  identified  infrastructure  improve- 
ments at  21  key  installations  and  depots  throughout  the  Nation. 

Fiscal  years  1996  and  1997  continue  the  upgrade  of  the  strategic  mobility  infra- 
structure we  started  several  years  ago.  The  fiscal  year  1996  budget  contains  six 
g rejects,  $98,700,000,  at  five  locations.  Two  projects  at  Charleston  Naval  Weapons 
tation  will  continue  the  program  started  last  year  to  provide  support  to  the  Army's 
prepositioned  equipment  afioat.  The  Army  strategic  maintenance  complex  project, 
$16,500,000,  proviaes  the  second  phase  of  a  project  to  convert  current  facilities  into 
an  inspection,  testing  and  maintenance  complex.  The  second  project,  $9,200,000,  will 

firovide   a  wharf  addition   to   accommodate    Large  Medium  Speed  Roll-on/Roll-off 
LMSR)  ships.  These  two  projects  are  essential  to  the  implementation  of  the  Army's 
Prepositioned  Ship  Program.  Two  projects  at  Fort  Stewart  and  Fort  Bragg  will  pro- 
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vide  deployment  staging  areas.  The  project  at  Fort  Eustis  will  provide  a  deployment 
training  center,  $5,400,000,  that  will  allow  for  consolidation  oi  training  and  use  of 
computer  delivery  systems  and  simulators  at  Fort  Eustis.  In  fiscal  year  1997,  we 
have  included  one  project,  $20,000,000,  for  phase  one  of  a  two  phased  program  at 
Concord  Naval  Weapons  Station,  to  upgrade  the  ammunition  pier  to  increase  the 
throughput  of  ammunition  on  the  west  coast  to  a  level  equal  to  that  currently  avail- 
able on  the  east  coast. 

Included  in  our  request  in  fiscal  year  1996  is  the  first  phase,  $48,000,000,  of  an 
initiative  to  construct  facilities  in  Southwest  Asia  for  the  prepositioning  of  equip- 
ment and  materiel  needed  to  speed  the  deployment  of  forces  during  a  contingency 
in  this  area.  Fiscal  year  1997  includes  the  second  phase  of  this  program, 
$64,000,000.  These  projects  will  provide  facilities  to  preposition  all  e<^uipment,  mate- 
riel, and  supplies  for  a  second  Army  heavy  brigade,  along  with  unit  equipment  of 
a  division  base  (-)  and  essential  Echelon  Above  iJivision  (EAD)  logistical  units. 

The  Armv  is  building  on  the  detailed  analysis  of  the  Defense  Mobility  Require- 
ments Study  of  the  strategic  mobility  system  to  build  a  program  that  will  allow  us 
to  rapidly  deploy  anywhere  in  the  world.  The  fiscal  years  1996  and  1997  programs 
will  contmue  these  crucial  improvements. 

QUALITY  OF  UFE  PROJECTS 

The  Army  is  committed  to  improving  the  quality  of  life  of  our  soldiers  and  their 
families.  Quality  of  life  has  a  major  impact  on  the  readiness  of  the  Army.  To  attract 
and  retain  quality  people,  America's  Army  must  continue  to  focus  on  quality  of  life 
issues  important  to  the  men  and  women  who  serve  our  Nation.  In  this  area,  we 
have  concentrated  our  efforts  toward  improving  the  living  conditions  of  our  soldiers 
and  their  families.  The  fiscal  years  1996  and  1997  budget  refiects  essential  funding 
for  quality  of  life  programs  tied  to  our  military  construction,  family  housing  and  real 
property  maintenance  programs. 

Whole  Barracks  Renewal  Initiative:  The  Army  has  initiated  a  long-range  Whole 
Barracks  Renewal  program  to  provide  funding  for  new  construction  and  moderniza- 
tion projects.  This  program  will  provide  quality  living  conditions  to  the  best  soldiers 
our  Nation  has  produced.  The  Whole  Barracks  Renewal  program  represents  a  sig- 
nificant, long-term  commitment  on  our  part  to  improve  the  living  conditions  of  sin- 
gle soldiers,  and  provide  them  with  a  home,  not  just  a  place  to  live.  We  must  pro- 
vide a  living  environment  to  attract  and  retain  quality  soldiers.  We  must  provide 
more  space,  more  privacy  and  a  quality  of  life  for  our  single  soldiers  that  is  com- 
parable with  living  off  the  installation.  Based  on  input  from  our  soldiers,  the  Army 
initiated  a  Whole  Barracks  Renewal  program  that  includes  personal  privacy,  larger 
rooms,  closets,  upgraded  day  rooms,  centrally-procured  furnishings,  additional  park- 
ing, landscaping  and  administrative  offices  separated  from  the  barracks.  As  part  of 
the  effort  in  fiscal  year  1996,  we  are  planning  11  barracks  projects  to  either  con- 
struct new  facilities  or  provide  for  barracks  modernization,  $196,400,000,  and  con- 
struction of  one  dining  facility  for  $4,150,000.  This  includes  continuing  the  congres- 
sional initiative  started  last  year  to  correct  the  housing  situation  in  Korea  by  build- 
ing new  barracks  to  replace  old,  substandard  quonset  huts  and  H-relocatable  build- 
ings. In  fiscal  year  1997,  we  will  construct  or  renew  facilities  at  seven  locations  for 
$239,000,000,  including  two  locations  in  Korea. 

MISSION  SUPPORT  PROGRAMS 

Included  in  this  area  are  those  projects  which  provide  vital  support  and  a  bal- 
anced program  in  the  military  construction  program.  We  have  requested  nine 
projects  in  fiscal  year  1996  for  $51,130,000  in  this  area  and  two  projects  for 
$65,800,000  in  fiscal  year  1997.  The  two  areas  that  will  be  supported  in  this  cat- 
egory are  the  Army's  environmental  compliance  program  and  the  National  Museum 
01  the  United  States  Army. 

Army  Environmental  Compliance:  The  fiscal  year  1996  program  includes  five 
projects  for  environmental  compliance  that  will  resolve  notices  of  violation  and  for 
a  construction  claim  in  conjunction  with  an  environmental  project.  The  total  funding 
request  is  for  $24,230,000.  The  largest  project,  to  provide  upgrades  to  a  sewage 
treatment  plant  at  Fort  Carson,  $9,100,000,  and  a  project  to  construct  sanitary 
sewer  lines,  $1,750,000,  will  pernut  the  installation  to  meet  current  and  newly  im- 
plemented environmental  standards.  The  project  at  Watervlict,  $680,000,  will  re- 
solve a  deficiency  in  the  existing  water  pollution  control  system  and  comply  with 
pollution  control  laws.  The  central  vehicle  wash  facility,  $6,300,000,  at  Fort  Sill  will 
eliminate  water  pollution  created  by  the  current  wash  racks  now  in  use,  and  elimi- 
nate the  monthly  toxic  analysis  required  by  EPA  and  the  Oklahoma  State  Depart- 
ment of  Health.  The  Fort  Lewis  project  to  construct  a  consolidated  fuel  station, 
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$3,400,000,  will  allow  the  installation  to  meet  current  EPA  regulations  for  under- 
ground storage  tanks.  The  last  project  is  for  a  one-time  payment  of  a  negotiated  set- 
tlement, $3,000,000,  with  the  city  of  San  Francisco  for  lost  Federal  grant  funds  for 
payment  of  the  construction  of  pump  stations  and  interceptors  to  collect  surface  run- 
off serving  the  Presidio  of  San  Francisco. 

National  Museum  of  the  United  Stales  Army:  The  United  States  is  alone  among 
world  powers  in  not  having  a  museum  to  tell  the  story  of  its  soldiers  through  an 
Army  Museum.  In  an  effort  to  fill  a  need,  that  was  recognized  by  Congress  as  far 
back  as  1814,  the  Army  is  requesting  $17,000,000  in  its  fiscal  year  1996  program 
to  purchase  land  as  a  site  for  the  National  Museum  of  the  United  States  Army 
(NMUSA).  The  Army  has  been  attempting  for  the  last  decade  to  find  a  suitable  site 
on  which  to  build  the  NMUSA.  That  extensive  process  has  led  us  to  this  request. 
We  propose  to  purchase  a  parcel  of  land  at  the  foot  of  the  14th  Street  bridge.  This 
will  probably  be  our  only  opportunity  for  years  to  come  to  obtain  a  site  for  NMUSA 
that  is  located  in  the  extended  monument  corridor.  We  feel  such  a  location  is  fun- 
damental to  NMUSA.  The  essence  of  America's  Army  is  the  citizen-soldier.  In  order 
to  tell  that  soldier's  story,  our  Army's  national  museum  must  be  located  so  that  it 
is  accessible  to  the  American  public.  It  is  our  recognition  of  this  narrow  window  of 
opportunity  to  obtain  an  outstanding  and  ideal  location  that  leads  us  to  make  this 
request  at  a  time  of  constrained  resources.  The  Army's  intent  is  to  build  the 
NMUSA  entirely  with  donated  funds. 

BUDGET  REQUEST  ANALYSIS 

The  fiscal  year  1996  MCA  budget  request  includes  a  request  for  authorization  of 
appropriations  of  $472,724,000,  along  with  a  companion  request  for  appropriations 
for  the  same  amount.  In  fiscal  year  1997,  we  are  requesting  authorization  of  appro- 
priations for  MCA  of  $492,082,000,  along  with  a  companion  request  for  appropria- 
tions for  the  same  amount. 

The  authorization  request,  by  facility  category,  is  shown  in  table  1: 

TABLE  1.— FACILITY  CATEGORY  APPROPRIATIONS 

($000)  Percent 

Fiscal  Year  1996  Authorization  of  Appropriations 

Facility  Category: 

Operation  &  Training  $86,150  18.2 

Maintenance  &.  Production  36,800  7.8 

Supply  &  Administration  50,600  10.7 

Unaccompanied  Housing  200,550  42.4 

Utilities  &  Real  Estate  36,730  7.8 

Design  52,894  11.2 

Minor  Construction  9,000  1.9 

Total  $472,724  100.0 

Fiscal  Year  1997  Authorization  of  Appropriations 

Operation  &  Training  38,800  7.9 

Supply  &  Administration  64,000  13.0 

Unaccompanied  Housing  297,900  60.5 

Utilities  &  Real  Estate 2,000  0.4 

Design  84,382  17.2 

Minor  Construction  5,000  1.0 

Total  $492,082  100.0 

Table  2  shows  the  fiscal  years  1996  and  1997  distribution  of  the  authorization  of 
appropriations  request  among  major  commands  in  the  United  States  and  overseas. 
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TABLE  2.— COMMAND  SUMMARY 


($000) 


Percent  of 
loUl 


Fiscal  Year  1996  Authorization  of  Appropriations 

Inside  the  United  States 
Command: 

Forces  Command  $117,050  24.8 

Training  &  Doctrine  Command  156,950  33.2 

Army  Materiel  Command 26,380  5.6 

Military  District  of  Washington  30,500  6.4 

Other  1,900  0.4 

Total  $332,780  70.4 

Outside  the  United  States 

United  States  Army  Central  Command  48,000  10.1 

Eighth,  United  States  Army  30,050  6.4 

Total  $78,050  16.5 

Total  Major  Construction  $410,830  86.9 

Worldwide 

Plannmg  and  Design   52,894  11.2 

Minor  Construction  9,000  1.9 

Total  $61,894  13.1 

Total  Authorization  of  Appropriations  Requested $472,724  100.0 

Fiscal  Year  1997  Authorization  of  Appropriations 
Inside  the  United  States 

Forces  Command 175,900  35.7 

Training  &  Doctrine  Command  70,900  14.4 

Army  Pacific  Command  35,000  7.1 

Military  District  of  Washington 6,900  1.4 

Military  Traffic  Management  Command  20,000  4.1 

Total  $308,700  62.7 

Outside  the  United  States 

United  States  Army  Central  Command  64,000  13.0 

Eighth,  United  States  Army  30,000  6.1 

Total  $94,000  19.1 

Total  Major  Construction   $402,700  81.8 

Worldwide 

Planning  and  Design  84,382  17.2 

Minor  Construction  5,000  1.0 

Total  $89,382  18.2 

Total  Authorization  of  Appropriations  Requested $492,082  100.0 

ARMY  FAMILY  HOUSING 

I  will  now  present  the  Army's  family  housing  portion  of  the  Military  Construction 
budget  request  for  fiscal  years  1996  and  1997.  No  Single  quality  of  life  component 
matches  the  importance  of  proper  housing  for  Army  soldiers  and  families. 
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Adequate  housing  continues  to  be  a  top  goal  to  improve  the  quality  of  life  of  our 
soldiers  and  their  families.  Maintaining  quality  housing  for  its  soldiers  and  families 
is  one  of  the  Army's  continuing  challenges.  The  family  housing  program  provides  a 
quality  of  life  incentive  necessary  to  attract  and  retain  dedicated  individuals  to 
serve  in  the  Army,  thus  attempting  to  reduce  the  turbulence  in  recent  deployments 
and  force  structure  reductions.  We  are  facing  a  changing  Army  both  in  the  number 
of  personnel  for  whom  we  will  have  to  provide  housmg,  as  well  as  the  location  of 
those  personnel.  With  a  power  projection,  predominantly  U.S.  based  force,  we  need 
to  fina  additional  housing  at  our  installations  in  the  United  States  as  military  per- 
sonnel return  from  overseas.  Obtaining  adequate  and  affordable  housing  for  the  jun- 
ior enlisted  soldier  is  a  particularly  difficult  problem.  In  foreign  countries,  we  con- 
tinue to  plan  to  keep  adequate  government  controlled  housing,  using  the  leasing 
program  to  provide  flexibility  to  field  commanders  during  the  draw  down  process, 
ana  helping  personnel  find  economy  housing  as  required. 

The  famuy  housing  request  reflects  the  Army's  attempt  to  provide  suitable  hous- 
ing for  our  soldiers  and  to  maintain  the  quality  of  the  facilities  entrusted  to  our 
stewardship.  We  have  funds  to  do  essential  operations  and  maintenance  and  repair. 
We  are  reoucing  the  inventory  by  eliminating  units  not  economical  to  repair.  The 
fiscal  years  1996  and  1997  family  housing  budget  requests  for  authorization  of  ap- 
propriations and  the  accompanying  appropriations  request  is  for  $1,381,096,000  and 
$1,399,763,000. 

HOUSING  PROGRAM  ACCOUNTS 

The  Army  has  increased  this  year's  budget  for  family  housing  operation  and  main- 
tenance at  the  expense  of  the  construction  program  in  order  to  offset  a  severe  short- 
age of  funds  last  year  available  for  maintenance  and  repair  of  the  family  housing 
inventory.  Therefore,  the  Army  Family  Housing  budget  request  includes  resources 
for  an  absolute  minimum  replacement  construction  program  in  fiscal  years  1996  for 
units  no  longer  economical  to  revitalize,  and  revitalization  projects  for  our  aging 
housing  inventory.  This  request  also  provides  for  planning  and  design  of  future  mod- 
ernization and  replacement  projects,  and  funding  of  the  annual  costs  of  operating, 
maintaining,  and  leasing  housing  units  for  military  families.  The  budget  also  re- 
verses the  deterioration  of  the  existing  inventory  at  enduring  U.S.  installations.  The 
Army's  family  housing  program  received  $225,000,000  in  fiscal  year  1996  to  support 
the  Secretary  of  Defense's  initiative  to  improve  the  quality  of  life  of  our  soldiers  and 
their  families.  In  fiscal  year  1997,  our  budget  includes  funds  for  a  modest  replace- 
ment construction  program  for  units  no  longer  economical  to  revitalize,  a  revitaliza- 
tion program  for  our  aging  housing  inventory  and  for  planning  and  design  of  future 
construction  projects.  Funding  of  the  annual  costs  of^  operating,  maintaining,  and 
leasing  housing  units  for  military  families  is  also  included  in  the  fiscal  year  1997 
request.  Table  3  summarizes  each  of  the  categories  of  the  Army  Family  Housing 
program  and  the  percent  of  the  total  request  for  each  category. 

TABLE  3.— ARMY  FAMILY  HOUSING  FACILITY  CATEGORY 

SUMMARY 

($000)  Percent 

Fiscal  Year  1996  Authorization  of  Appropriations 

Facility  Category: 

New  Construction  $27,300  2.0 

Post  Acquisition  Construction  14,200  1.0 

Planning  and  Design  2,000  0.1 

Operations  188,077  13.6 

Utilities  271,376  19.7 

Maintenance  634,292  45.9 

Leasing 243,840  17.7 

Debt  Payment 11  <0.1 

Total  $1,381,096  100.0 

Fiscal  Year  1997  Authorization  of  Appropriations 

New  Construction  100,000  7.1 

Post  Acquisition  Construction  66,570  4.8 

Planning  and  Design  5,343  0.4 
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TABLE  3.— ARMY  FAMILY  HOUSING  FACILITY  CATEGORY 
SUMMARY— Continued 

($000)  Percent 

Operations  191,905  13.7 

Utilities  274,890  19.6 

Maintenance  511,114  36.5 

Leasing 249,930  17.9 

Debt  Payment 11  <0.1 

Total  $1,399,763  100.0 

WHOLE  NEIGHBORHOOD  REVH-ALIZATION 

This  request  continues  the  initiative  that  Congress  approved  several  years  ago  to 
revitalize  the  housing  unit,  and  the  entire  living  environment  of  the  military  family. 
This  whole  neighborhood  revitalization  program  provides  systematic  upgrade  and 
repair  of  the  existing  housing  inventory,  while  concurrently  improving  neighborhood 
amenities.  The  projects  recommended  for  this  program  are  based  on  life  cycle  eco- 
nomic analyses  and  will  provide  units  which  meet  current  standards.  The  combina- 
tion of  replacement,  post-acquisition  construction,  and  major  repair  projects  in  fiscal 
year  1996  provides  for  annual  U.S.  investment  that  is  2.08  percent  of  the  plant  re- 
placement value  or  a  48  year  replacement  program. 

NEW  CONSTRUCTION 

The  Army's  new  construction  program  provides  family  housing  where  additional 
housing  is  required  to  help  satisfy  a  validated  housing  deficit,  or  provides  for  re- 
placement of  housing  where  it  is  more  economical  to  replace  current  housing  than 
to  renovate.  In  this  budget  request,  there  is  no  new  construction  requested  to  reduce 
the  family  housing  deficit.  The  only  construction  requested  is  to  replace  required 
family  housing  that  are  uneconomical  to  revitalize  or  retain. 

In  fiscal  year  1996,  as  part  of  the  whole  neighboiiiood  revitalization  program,  we 
have  requested  203  units  at  two  locations  to  replace  family  housing  where  it  is  more 
economical  to  replace  versus  renovate  the  current  housing  and  there  is  a  housing 
requirement.  In  fiscal  year  1997,  we  are  requesting  761  units  at  six  locations.  This 
replacement  construction  which  includes  the  supporting  infrastructure  ensures  that 
adequate  housing  is  available  at  these  locations  for  our  soldiers  and  their  families 
without  adding  to  the  current  inventory.  At  each  location  the  housing  being  replaced 
will  be  taken  off  the  Army's  inventory  or  demolished.  When  appropriate,  more  units 
are  demolished  than  constructed,  resulting  in  a  net  inventory  reduction.  This  occurs 
at  one  installation  in  fiscal  year  1996,  80  unit  reduction,  and  at  two  installations 
in  fiscal  year  1997,  151  unit  reduction.  Each  project  is  supported  with  a  housing 
survey  showing  that  adequate  and  affordable  units  are  not  available  in  the  commu- 
nity. 

POST  ACQUISITION  CONSTRUCTION 

The  Post  Acquisition  Construction  program  is  focused  on  modernizing  existing 
units  that  are  uneconomical  to  repair.  Due  to  the  aging  of  our  inventory,  we  must 
continue  to  protect  the  government's  investment  and  provide  long-lasting  benefits 
to  our  soldiers  and  their  families.  Our  small  investment  in  the  family  housing  post 
acquisition  construction  program  continues  to  play  a  role  in  the  revitalization  of 
Army  Family  Housing. 

In  fiscal  year  1996,  our  request  includes  only  one  project  to  renovate  250  units 
at  Fort  Leonard  Wood,  Missouri.  In  fiscal  year  1997,  we  will  provide  support  to 
1,001  units  at  six  locations.  Included  are  efforts  to  improve  energy  conservation  and 
to  eliminate  environmental  hazards. 

OPERATION  AND  MAINTENANCE 

The  operation,  maintenance  and  utilities  programs  comprise  the  majority  of  the 
fiscal  years  1996  and  1997  budget  request;  over  79  percent  in  1996  and  69  percent 
in  1997.  The  request  provides  for  the  Army's  annual  expenditures  for  unit  mainte- 
nance and  repair,  municipal-type  services  and  utilities.  It  provides  sufficient  funding 
in  fiscal  year  1996  for  the  annual  maintenance  requirements  of  the  existing  inven- 
tory, which  is  needed  in  order  to  protect  the  Army's  investment  and  provide  stew- 
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ardship  of  the  family  housing  inventory,  and  approximately  $90,000,000  toward  the 
$770  million  backlog  of  deferred  maintenance  and  repair  (DMAR).  In  fiscal  year 
1997,  the  request  provides  funding  for  the  annual  maintenance  requirements. 

This  budget  funds  the  anticipated  requirements  for  operations  and  utilities  in  fis- 
cal years  1996  and  1997.  The  request  also  continues  funding  for  the  installation,  op- 
eration and  maintenance  of  an  Army-wide  computer  system,  Housing  Operations 
Management  System  (HOMES),  which  is  improving  many  phases  of  housing  man- 
agement. To  assist  soldiers  in  their  efforts  to  find  off-post  housing,  the  Army  has 
expanded  the  mission  of  the  Community  Homefinding  Relocation  Keferral  Services 
Program.  This  program's  objectives  are:  to  assist  newly  arrived  personnel  in  finding 
adequate  affortfab^  community  housing;  to  provide  continuing  guidance  and  assist- 
ance on  on"-post  housing;  and  to  assist  relocating  soldiers  in  ms^ing  informed  hous- 
ing choices  at  their  new  duty  stations. 

Due  to  continued  management  emphasis  and  the  impact  of  previously  approved 
energy  conservation  projects,  a  reduction  in  energy  consumption  has  been  factored 
into  Tne  utilities  request.  This  budget  supports  the  Army  energy  conservation  goal 
of  a  1.5  percent  reduction  in  overall  facility  energy  requirements.  Revitalization  of 
family  housing  units  provides  savings  in  energy,  since  the  energy  efficiency  of  the 
improved  quarters  will  be  comparable  to  current  standards. 

LEASING 

The  leasing  program  provides  another  way  of  adequately  housing  our  military 
families.  Our  leasing  program  includes  Section  2836  (formerly  802)  rental  guarantee 
housing,  domestic  leases,  Section  2835  (formerly  801)  build-to-lease,  and  temporary 
domestic,  and  foreign  leases. 

We  are  requesting  $60,062,000  for  the  domestic  leasing  program  for  fiscal  year 
1996  and  $60,443,000  in  fiscal  year  1997,  to  fund  the  existing  Section  2835  project 
requirements  and  the  temporary  domestic  leases.  This  will  support  an  average  of 
4,260  leases  in  the  contiguous  United  States,  Alaska  and  Hawaii. 

The  largest  portion  of  the  leasing  budget  is  for  the  foreign  leasing  program.  We 
request  $183,778,000  and  $189,487,000  in  fiscal  years  1996  and  1997,  respectively, 
for  this  program.  This  will  support  an  average  of  12,005  units  to  be  occupied  during 
both  fiscal  years  1996  and  1997.  The  program  also  continues  to  support  execution 
of  the  Government  Rental  Housing  Program  (GRHP)  in  Europe.  Under  this  program 
the  Army  leases  directly  with  European  landlords  and  pays  all  lease  costs  while  our 
soldiers  forfeit  all  housing  allowances.  The  soldiers  then  stay  in  these  leased  units 
for  their  entire  tour  and  are  relieved  of  the  high  out-of-pocket  expenses  associated 
with  renting  on  the  economy  in  Europe.  We  found  that  soldier  morale  is  improved. 
Also,  the  GRHP  leases  will  help  in  tne  orderly  reduction  of  soldiers  in  Europe  by 

{)roviding  flexibility  to  Commanders  to  shift  leases  from  location  to  location  or  cancel 
eases  no  longer  required. 

Our  toial  leasing  program  request  supports  an  average  of  approximately  16,265 
units  in  fiscal  years  1996  and  1997,  to  satisfy  requirements  in  the  United  States, 
Europe,  Korea,  Panama,  and  other  locations.  These  are  our  high  priority  locations 
where  providing  flexible  family  housing  solutions  is  essential  to  improving  the  qual- 
ity of  life  of  our  soldiers. 

REAL  PROPERTY  MAINTENANCE 

I  would  now  like  to  talk  about  another  important  source  of  resources  that  also 
furthers  Army  readiness  by  providing  for  the  support  of  Army's  facilities,  the  Real 
Property  Maintenance.  Real  Property  Maintenance  is  the  primary  account  in  instal- 
lation base  support  funding  responsible  for  maintaining  installations  at  peak  readi- 
ness for  the  Armj^s  fighting  force.  The  appropriation  for  this  program  is  provided 
as  a  part  of  the  Defense  Appropriation  bill. 

As  I  noted  earlier,  our  installations  are  the  power  projection  platforms  of  Ameri- 
ca's Army.  If  we  permit  Army  facilities  to  deteriorate,  it  will  have  a  direct  impact 
on  readiness,  botn  now  and  for  the  future.  Deteriorated  training  facilities,  ware- 
house storage,  communications,  rails  and  ports  can  impede  readiness  and  our  power 
projection  capabilities.  Poor  barracks  discourage  retention  and  recruitment  oiqual- 
ity  personnel.  Emergency  repairs  for  certain  unplanned  facilities  failures  must  be 
accomplished  or  environmental  compliance  or  human  safety  may  be  jeopardized. 

REAL  PROPERTY  MAINTENANCE  ACCOUNTS 

Real  Property  Maintenance  (RPM)  is  a  major  program  with  two  major  functional 
accounts — Maintenance  and  Repair  of  Real  I-Voperty  and  Minor  Construction.  RPM 
reflects  the  cost  to  operate  and  maintain  the  Army  s  Physical  Plant.  Following  is  a 
list  of  these  functions: 
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Maintenance  and  Repair  of  Real  Property — pays  to  maintain  areas  such  as  the 
utilities  systems,  buildings  (e.g.  barracks,  training,  warehouses,  etc.),  other  struc- 
tures (e.g.  ranges),  grounds,  railroads  and  other  surfaced  areas. 

Minor  construction — funds  projects  under  $300,000,  such  as,  the  erection,  installa- 
tion, assembly  of  a  new  real  property  facility.  Additions,  expansions,  extensions,  al- 
terations, conversions,  or  replacement  of  an  existing  real  property  facility  are  also 
funded  from  the  minor  construction  account.  Additionally,  the  relocation  of  a  real 
property  facility  from  one  installation  to  another  would  be  paid  for  from  this  ac- 
count. 

SOURCES  OF  REAL  PROPERTY  MAINTENANCE  FUNDING 

Real  Property  Maintenance  is  one  of  the  largest  components  of  installation  operat- 
ing costs.  The  several  appropriations  which  finance  installation  operations  include 
RPM  funds:  Operation  and  Maintenance,  Army;  Operation  and  Maintenance,  Army 
National  Guard,  Operation  and  Maintenance,  Army  Reserve;  Research,  Develop- 
ment, Test  and  Evaluation;  Procurement;  Defense  Business  Operations  Fund.  RPM 
is  augmented  by  reimbursable  customers  (Armv  and  other  Department  of  Defense 
tenants),  non-appropriated  fund  activities,  and  host  nation  support.  Additionally, 
the  Defense  Real  Property  Maintenance  appropriation,  establisned  in  fiscal  year 
1992,  provided  funds  specifically  earmarked  for  major  repair  and  minor  construction 
projects  in  excess  of  $15,(X)0.  In  fiscal  year  1995,  funds  were  also  appropriated  in 
the  Defense-wide  appropriation  for  Army  RPM  requirements,  but  immediately 
transferred  to  Army  Operations  and  Maintenance,  as  required  by  the  Appropria- 
tions language. 

BACKLOG  OF  MAINTENANCE  AND  REPAIR 

When  we  cannot  fund  the  annual  recurring  maintenance  and  repair  requirements, 
the  result  is  a  Backlog  of  Maintenance  and  Repair  (BMAR).  BMAK  is  defined  as  an 
aggregation  of  major  maintenance  and  repair  projects  that  were  planned  for  accom- 
plishment in  previous  fiscal  years  but  were  not  accomplished  due  to  lack  of  re- 
sources. Delay  in  executing  these  projects  will  result  in  lurther  deterioration  of  the 
facilities,  greatly  compounding  the  eventual  repair  costs,  and  frequently  results  in 
more  expensive  Environmental  Compliance  proolems.  BMAR  projects  are  routinely 
revalidated  at  least  once  each  3  years  and  on  occasions  more  often. 

There  are  several  ways  to  reduce  BMAR.  By  funding  and  completing  outstanding 
maintenance  and  repair  projects,  we  remove  them  from  the  backlog  list.  The  re- 
quirement is  also  removed  by  accomplishing  military  construction  projects.  Another 
way  we  reduce  BMAR  is  by  deactivating  or  demolishing  the  facility  requiring  main- 
tenance and  repair  work  or  by  closing  all  or  part  of  the  installation.  Poor  facilities 
conditions  have  a  direct  impact  on  force  readiness. 

At  the  start  of  fiscal  year  1996,  the  estimated  BMAR  for  the  Army  is  $4.0  billion. 
Based  on  current  funding  constraints,  the  BMAR  is  projected  to  grow  to  $4.5  billion 
at  the  end  of  fiscal  year  1996. 

IMPACT  ON  REVITALIZATION 

Revitalization  of  the  Army's  physical  plant  is  defined  as  the  systematic  replace- 
ment or  renovation  of  the  Army's  real  property  facilities  to  current  standards  for 
mission  accomplishment  and  physical  condition.  As  I  mentioned  earlier,  the  funding 
sources  for  Army  revitalization  are  primarily  the  OMA  and  MCA  appropriations.  Re- 
search, Development,  Test  and  Evaluation;  Non-Appropriated  Fund  and  utilities  pri- 
vatization initiatives  also  support  revitalization  oi  utility  plants,  the  industrial  base 
and  other  associated  Army  facilities. 

The  Army  has  a  very  proactive  utilities  privatization  initiative  that  avoids  mili- 
tary construction  for  upgrades,  modernization  and  environmental  compliance.  Natu- 
ral gas,  electrical  distribution,  and  water  treatment  plants  have  been  privatized  by 
integrating  them  into  local  or  regional  utility  systems.  With  the  help  of  the  Con- 
gress, we  plan  to  continue  these  initiatives  in  fiscal  year  1996. 

HOMEOWNERS  ASSISTANCE  FUND,  DEFENSE 

The  Army  is  the  executive  agent  for  the  Homeowners  Assistance  Program.  This 
program  provides  assistance  to  homeowners  by  reducing  their  losses  incident  to  the 
disposal  of  their  homes  when  the  military  installations  at  or  near  where  they  are 
serving  or  employed  are  ordered  to  be  closed  or  the  scope  of  operations  reduced.  The 
fiscal  year  1996/1997  request  is  for  authorization  of  appropriations  of  $75,586,000 
and  $36,180,000,  respectively,  along  with  a  companion  request  for  appropriations  for 
the  same  amounts. 
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The  request  will  provide  assistance  to  personnel  at  approximately  20  locations 
that  are  impacted  with  either  a  base  closure  or  a  realignment  of  personnel  resulting 
in  adverse  economic  elTects  on  local  communities.  The  Homeowners  Assistance  Pro- 
gram is  funded  not  only  from  the  resources  being  requested  in  this  budget,  but  is 
also  dependent  in  large  part  on  the  revenues  earned  during  the  Fiscal  year  from  sale 
of  properties.  Any  additional  base  realignments  or  closures  due  to  base  closure  law 
wiD,  incur  an  additional  requirement  in  the  Homeowners  Assistance  Program. 

SUMMARY 

Mr.  Chairman,  in  summary,  the  fiscal  years  1996  and  1997  request  for  authoriza- 
tion of  appropriations  for  Military  Construction  Army,  and  Army  Family  Housing 
are  $1,853,820,000  and  $1,891,845,000,  respectively,  and  $75,586,000  and 
$36,180,000  for  the  Homeowners  Assistance  Fund.  With  approval  of  this  request,  we 
will  continue  to:  improve  our  strategic  mobilization  posture,  provide  safety,  health 
and  environmental  compliance  facilities;  provide  adequate  housing  for  soldiers;  meet 
statutory  and  regulatory  requirements;  and  repair  essential  housing  facilities.  This 
request  will  provide  for  family  housing  leasing  and  funds  to  operate  and  maintain 
the  current  inventory.  Approval  of  this  request  will  provide  facilities  funding  to 
achieve  the  proper  balance  for  maintaining  the  Army  in  the  best  possible  state  of 
readiness  in  fiscal  years  1996  and  1997. 

Part  II— Military  Construction,  Army  National  Guard 

Next,  I  will  present  the  Army  National  Guard's  (ARNG)  Military  Construction 
Program  for  fiscal  years  1996  and  1997. 

Tne  Army  National  Guard's  fiscal  year  1996  request  for  military  construction  au- 
thorization of  appropriations  of  $18,480,000  includes  $10,280,000  for  major  construc- 
tion, $5,300,000  lor  unspecified  minor  construction,  and  $2,900,000  for  planning  and 
design.  The  fiscal  year  1997  program  request  of  $14,300,000  includes  $4,900,000  for 
major  construction,  $5,500,000  for  unspecified  minor  construction,  and  $3,900,000 
forplanning  and  design. 

The  Army  National  Guard  (ARNG)  is  America's  community-based,  dual-use  re- 
sponse force,  "A  trained  and  ready  citizen  Army,"  and  an  integral  part  of  the  first 
line  defenses  of  the  United  States.  The  Guard  is  manned  with  about  400,000  quality 
soldiers  in  3,000  units  in  2,700  communities  nationwide. 

The  Guard  is  a  capable  force.  They  have  demonstrated  combat,  support  and  com- 
bat service  support  performance  from  the  Pequot  War  of  1737  throu^  the  Gulf  war 
of  1991. 

The  Guard  is  an  accessible  force.  They  are  readily  available  to  both  National  and 
State  authorities,  for  all  foreign  and  domestic  missions. 

The  Guard  is  an  expandable  force.  Five  times  this  century,  the  Guard  has  served 
as  the  framework  on  which  to  build  a  larger  land  force  to  meet  a  growing  threat. 
The  Guard  serves  as  "insurance"  against  an  unknown  future. 

The  Guard  is  affordable.  They  provide  half  the  combat  power  of  America's  Army 
and  a  third  of  its  combat  support  and  combat  service  support.  If  a  capability  is  not 
needed  on  active  duty,  the  Guard  can  provide  it  for  substantially  less  than  the  cost 
of  the  equivalent  Active  capability. 

The  Guard  is  accomplishing  new  missions  and  taking  on  new  responsibilities  in 
addition  to  its  historic  domestic  and  international  roles.  To  do  this,  they  have  higher 
quality  soldiers,  trained  and  equipped  to  a  higher  degree  of  readiness  than  ever  be- 
fore. The  support  of  their  communities,  the  Active  Army,  and  the  resources  supplied 
by  Congress  have  made  this  possible. 

To  keep  the  citizen  soldiers  ready,  the  most  critical  element  is  training  time, 
which  means  they  must  minimize  distractions,  additional  travel  time  to  distant 
training  sites,  additional  maintenance  time  on  stored  equipment,  and  additional 
time  caused  by  working  around  inefficient,  clumsy  and  obsolete  facilities. 

The  National  Guard  continues  to  generate  creative  initiatives  which  retain  and 
improve  their  versatility,  deployability  and  decisive  capabilities  as  we  move  into  the 
21st  Century.  The  Guard  has  an  obligation  to  provide  safe,  cost-effective  and  mis- 
sion effective  facilities  for  our  soldiers.  Modem  facilities  enhance  training,  mainte- 
nance, administration  and  stewardship  of  the  taxpayers'  assets.  Adequate  facilities 
are  necessary  for  the  level  of  readiness  that  the  American  people  demand  of  us. 

They  will  continue  to  prudently  manage  their  existing  facilities,  despite  the  chal- 
lenges of  age  and  shrinking  real  property  support  funding.  They  are  committed  to 
executing  the  programs  you  authorize  as  expeditiously  and  as  efficiently  as  possible. 
Facilities  built  during  the  last  decade  have  played  major  roles  in  meeting  force 
structure  changes,  accomplishing  quality  training,  maintaining  readiness  and  im- 
proving soldier  quality  of  life. 
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The  Guard's  fiscal  year  1996  military  construction  program  will  provide  seven 
critical  projects  in  six  States.  These  projects  include  three  organizational  mainte- 
nance shops  to  improve  maintenance  on  modem  equipment,  a  simulation  facility  to 
improve  readiness  and  training  while  minimizing  future  environmental  damage,  a 
project  to  improve  the  environment  by  upgrading  a  utility  system,  and  an  improved 
avionics  equipment  repair  facility  to  enhance  readiness  and  improve  working  condi- 
tions for  soloiers.  The  last  project  will  provide  adequate  storage  for  training  aids, 
minimizing  damage  by  exfwsure  to  weather. 

The  Guard's  fiscal  year  1997  program  will  provide  two  priority  projects  in  two 
States.  One  of  these  projects  will  provide  desperately  needed  adequate  hangar  space 
for  an  aviation  unit.  The  other  project  provides  an  essential  range  to  improve  train- 
ing- 
Let  me  now  turn  to  an  issue  of  concern:  the  operation  and  maintenance  of  our 

f)hysical  plant.  The  replacement  value  of  all  of  the  Guard's  facilities  exceeds  $15  bil- 
ion.  Their  average  age  is  33  years.  As  stewards  for  the  taxpayer,  they  take  care 
of  these  facilities  using  the  limited  resources  in  their  Real  Property  Maintenance 
Activity  accounts,  as  authorized  and  appropriated  by  Congress. 

They  do  so,  though,  in  a  way  appropriate  to  their  unique  Federal/State  status. 
The  National  Guard  Bureau  does  not  own,  operate  or  maintain  these  facilities.  The 
States,  Territories,  and  Commonwealths  do,  on  their  behalf.  In  return,  we  utilize  a 
separate  Cooperative  Funding  Agreement  with  each  of  the  54  States,  Territories  and 
Commonwealths  to  transfer  uiem  money  you  have  authorized  and  appropriated  for 
this  purpose.  This  money  then  goes  for  those  critical  training,  aviation  and  logistical 
facilities  designated  for  support  on  the  Facilities  Inventory  and  Stationing  Plan.  For 
many  of  the  logistical  facilities  the  States,  Territories  and  Commonwealths  must 
contribute  25  percent. 

The  States,  Territories  and  Commonwealths  then  pay  the  utility  bills,  hire  and 
reimburse  the  employees  necessary  to  operate  and  maintain  these  facilities,  buy  the 
supplies  necessary  for  maintenance,  and  contract  for  renovation  and  construction 
projects  and  for  required  operational  and  maintenance  services  and  equipment. 
They  also  lease  facilities  when  required. 

The  Facility  Management  OfTices  are  making  a  herculean  effort  to  operate  and 
maintain  all  of  our  facilities.  They  do  so  for  $2  a  square  foot,  less  than  one-half  of 
what  should  be  spent.  They  scrimp,  save,  cross-level  personnel,  but  even  as  they 
keep  the  facilities  open  they  are  falling  behind.  The  backlog  of  maintenance  and  re- 
pair is  increasing  to  $350  million  by  the  end  of  fiscal  year  1996. 

SUMMARY 

The  Army  National  Guard  continues  to  be  an  important  part  of  America's  Army. 
Our  ability  to  maintain  this  position  has  been  made  possible  through  the  resources 
made  available  to  us.  Facilities  constructed  during  the  last  decade  have  played  a 
major  role  in  meeting  force  structure  changes,  accomplishing  realistic  and  quality 
training,  maintaining  readiness  and  improving  the  quality-of-life  for  our  "Citizen- 
Soldier."  Today's  challenges  are  not  insurmountable  and  the  ARNG  will  continue  to 
provide  excellent  facilities  within  the  resources  available. 

Part  III— Military  Construction,  Army  Reserve 

The  Army  Reserve  has  proven  itself  to  be  a  successful  and  essential  partner  in 
America's  Army.  In  addition  to  relying  on  its  Reserve  forces  to  deploy  and  support 
our  contingency  force  package,  the  Army  increasingly  depends  on  the  Army  Re- 
serve's competencies  and  skills  for  peacetime  training  of  America's  Army;  support 
of  major  operational  missions,  such  as  returning  Active  component  equipment  from 
Europe;  support  of  overseas  operations,  such  as  Haiti;  military-to-military  contacts 
around  the  world;  and  domestic  support  actions  across  the  Nation. 

Army  Reserve  soldiers  will  be  ready  to  respond  to  that  full  range  of  missions,  pro- 
vided that  they  get  the  necessary  resources  in  terms  of  training,  equipment,  and  fa- 
cilities. Adequate  facilities  are  essential  to  readiness  in  that  they  directly  support 
units'  capabilities  to  conduct  individual  and  collective  training,  perform  operator 
and  unit-level  maintenance  on  wheeled  and  tracked  vehicles,  and  to  properly  store 
and  care  for  the  large  inventory  of  other  required  equipment  and  supplies.  Func- 
tional and  attractive  facilities  have  a  positive  impact  on  recruiting,  retention,  and 
unit  morale,  and  they  present  a  very  important  image  of  America's  Army  in  the 
local  community. 

Reserve  construction  requirements  differ  from  those  of  the  Active  component  be- 
cause of  the  decentralized  nature  of  the  Reserve  forces.  Most  Army  Reserve  units 
cannot  congregate  at  regional  installations  for  weekend  training.  Instead,  they  uti- 
lize facilities  at  more  than  1,500  locations  nationwide.  These  diverse  facilities  must 
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serve  as  the  platforms  from  which  Reserve  units  project  power  in  support  of  the  Na- 
tional Military  Strategy.  With  some  exceptions,  these  facilities  are  like  miniature  in- 
stallations in  that  they  provide  essential  space  for  training,  maintenance,  storage, 
administration,  food  service,  and  other  special  functions.  They  must  be  located 
where  the  soldiers  live,  and  they  must  be  sufficient  to  meet  rea^ness  requirements 
of  the  units  that  train  there.  Finally,  these  Reserve  facilities  are  workplaces  for 
America's  citizen  soldiers,  and  they  serve  as  highly  visible  links  between  America's 
Army  and  America  itself. 

The  Army  Reserve  is  undergoing  significant  changes  in  this  time  of  re-shaping 
America's  Army.  One  of  these  changes  is  a  new  mission  to  operate  four  installations 
recently  transferred  from  the  Active  Army  to  the  Army  Reserve.  We  must  maintain 
a  high  level  of  support  for  projects  related  to  training,  mobilization,  quality  of  life, 
and  barracks  renewal  at  these  newly  acquired  installations  so  that  they  will  be  able 
to  serve  as  power  projection  platforms  for  response  to  contingency  force  package 
missions.  These  installations  will  serve  as  high  quality  regionaltraining  "Hubs"  for 
both  the  Active  and  Reserve  components,  providing  multi-purpose  centers  of  spe- 
cialization and  a  variety  of  training  ranges  and  maneuver  areas  to  support  unit  and 
individual  training  needs. 

Our  inventory  of  Reserve  facilities  includes  over  2,700  buildings  and  structures, 
which  have  an  average  age  of  30  years,  and  nearly  half  of  which  are  considered  to 
be  inadequate  in  terms  of  requirements  for  training,  maintenance,  or  storage  space. 
The  four  newly  acouired  installations  nearly  double  the  inventory  by  padding  an  ad- 
ditional 2,600  buildings  and  structures,  which  have  an  average  age  of  45  years. 

In  our  efTort  to  be  good  stewards  of  our  properties,  and  recognizing  that  con- 
straints on  resources  for  facilities  will  likely  continue,  the  Army  Reserve  has  adopt- 
ed specific  themes,  priorities,  and  strategies  to  apply  our  resources  as  wisely  as  pos- 
sible. The  themes  oi  our  program  are  twofold:  to  provide  modem  facilities  to  support 
increased  readiness  and  to  improve  the  Army's  image  in  the  local  community.  Our 
priorities  are:  to  provide  for  the  new  mission  needs  of  Contingency  Force  Pool  units; 
to  address  the  worst  cases  of  facilities  deterioration  and  overcrowding;  to  pursue 
modernization  of  the  total  facilities  inventory;  and  to  manage  our  newly  acquired 
installations  and  the  needs  arising  from  their  missions.  Our  strategies  for  function- 
ing in  a  resource-constrained  environment  are  fivefold:  to  eliminate  nigh  cost  leases; 
to  dispose  of  excess  facilities;  to  consolidate  units  into  the  best  available  facilities 
whenever  possible;  to  use  Base  Realignment  and  Closure  (BRAC)  enclaves  where 
practical;  and  to  use  the  new  Modular  Design  System  to  reduce  the  costs  of  plan- 
ning and  design,  shorten  design  time,  and  accommodate  changes  more  easily. 

Trie  construction  program  for  fiscal  years  1996  and  1997  reflects  the  realities  of 
constrained  resources  and  represents  our  highest  priority  projects.  The  Military 
Construction,  Army  Reserve  (MCAR)  program  consists  of  three  types  of  funds:  Major 
Construction,  Unspecified  Minor  Construction,  and  Planning  and  Design.  The  fiscal 
year  1996  and  1997  programs  include: 

(1)  Major  Construction:  These  funds  provide  for  land  acquisition  and  actual  con- 
struction, revitalization,  expansion,  alteration,  or  conversion  of  facilities,  which  have 
estimated  line  item  costs  in  excess  of  $400,000. 

(a)  For  fiscal  year  1996,  our  request  of  $37,569,000  will  fund  the  construction  of 
four  new  Reserve  centers,  two  new  battle  projection  centers,  one  addition  and  alter- 
ation to  a  Reserve  center;  one  joint  intelligence  training  center,  and  one  land  acqui- 
sition. 

(b)  For  fiscal  year  1997,  our  budget  estimate  of  $47,879,000  will  fund  the  con- 
struction of  two  new  Reserve  centers,  four  addition  and  alteration  projects  at  exist- 
ing centers,  and  one  new  Equipment  Concentration  Site  (ECS)  with  full  time  main- 
tenance support  and  warehouse  facilities. 

(2)  Unspecified  Minor  Construction:  These  funds  provide  for  construction  of 
projects  not  otherwise  authorized  by  law,  and  which  have  a  funded  cost  not  to  ex- 
ceed $400,000.  Unspecified  minor  construction  may  include  construction,  alteration 
or  conversion  of  permanent  or  temporary  facilities.  This  program  provides  an  impor- 
tant means  to  accomplish  projects  that  are  not  now  identified,  but  that  may  arise 
during  the  fiscal  year,  that  must  be  accomplished  to  satisfy  critical,  unforeseen  mis- 
sion requirements,  such  as  the  receipt,  distribution,  and  storage  of  mission-essential 
equipment.  The  amount  requested  for  fiscal  year  1996  is  $1,700,000.  Based  on  ac- 
commodating emergent  and  foreseen  mission  requirements  arising  out  of  the  trans- 
fer and  restationing  initiative  between  the  Army  Reserve  and  National  Guard,  the 
budget  estimate  for  fiscal  year  1997  is  $3,800,000. 

(3)  Planning  and  Design:  These  funds  provide  for  a  continuous  and  multi-year 
process  of  designing  construction  projects  for  execution  in  the  budget  years  and  be- 
yond. Planning  and  design  activities  include  the  preparation  of  engineering  draw- 
ings, specifications,  and  solicitation  documents  necessary  to  advertise  ana  award 
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major  construction  and  unspecified  minor  construction  projects  as  they  are  devel- 
oped, programmed,  and  funaed.  To  adequately  meet  the  projected  deswn  costs,  our 
budget  request  for  fiscal  year  1996  is  $3,694,000.  Our  budget  estimate  for  fiscal  year 
1997  is  $3,480,000. 

In  summary,  the  total  military  construction  budget  request  for  fiscal  year  1996 
is  $42,963,000.  The  budget  estimate  for  fiscal  year  1997  is  $55,159,000. 

I  would  like  to  address  two  other  very  important  issues  related  to  facilities,  al- 
though they  are  funded  by  the  Operation  and  Maintenance  Army  Reserve  (OMAR) 
appropriation.  They  are  real  property  maintenance  and  environmental  compliance. 

Heal  F^roperty  Maintenance:  The  plant  replacement  value  (PRV)  of  our  Reserve  fa- 
cilities is  about  $3.6  billion,  and  our  newly  acquired  installations  represent  another 
$1.9  billion.  Because  of  historical  shortfalls  in  funding  of  essential  revitalization  and 
maintenance  and  repair  needs,  the  backlog  of  maintenance  and  repair  (BMAR)  is 
growing  at  an  annual  rate  of  17  percent  for  our  Reserve  facilities  and  11  percent 
for  our  installations.  BMAR  for  the  total  inventory  is  approaching  an  estimated 
$300  million. 

Environmental  Compliance:  Environmental  compliance  funding  has  placed  enor- 
mous demands  on  the  resources  authorized  and  appropriated  for  the  Army  Reserve. 
Our  total  annual  "must  fund'  requirements  have  increased  from  $5.5  million  in  fis- 
cal year  1990  to  $39  million  in  our  fiscal  year  1996  budget,  including  Reserve  instal- 
lation needs,  primarily  because  of  our  aggressive  program  of  identifying  and  correct- 
ing problems. 

SUMMARY 

In  summary,  as  national  military  strategy  evolves  to  meet  the  challenges  of  a 
changing  world,  there  will  continue  to  be  changes  for  the  Army  Reserve.  The  men 
and  women  of  tne  Reserve  forces  have  demonstrated  over  and  over  again  that,  given 
the  necessary  resources,  they  can  and  will  respond  to  whatever  missions  are  placed 
before  them.  We  are  truly  grateful  to  the  Members  of  Congress  for  the  support  you 
have  given,  and  continue  to  give,  to  the  Army  Reserve. 

Part  IV— Army  Base  Realignment  and  Closure  (BRAC)  Initiatives 

Next,  I  will  review  the  Base  Realignment  and  Closure  (BRAC)  initiatives  cur- 
rently underway  in  the  Army.  Because  of  the  collapse  of  the  Soviet  Union  and  the 
end  of  the  Cold  War,  the  Army  is  continuing  its  force  downsizing.  We  are 
downsizing  in  the  same  way  many  major  corporations  are.  Just  as  they  are  elimi- 
nating overhead  and  closing  unneeded  plants,  we  are  inactivating  forces,  eliminat- 
ing overhead,  and  closing  unneeded  military  bases  worldwide.  The  base  realignment 
and  closure  process  allows  the  Army  to  adopt  a  "Power  Projection"  strategy.  The 
Bottom-Up  Review  provided  general  guidance  for  the  Army's  Force  Structure.  The 
Base  Realignment  and  Closure  process  establishes  base  structure  to  support  the 
force  structure  in  the  execution  of  the  strategy.  The  above  three  parameters  define 
how  the  post-Cold  War  Army  must  operate.  By  reducing  the  inventory  of  installa- 
tions, both  in  the  United  States  and  overseas,  that  do  not  meet  our  long-term  force 
structure  requirements,  we  are  better  able  to  focus  our  resources  on  those  enduring 
installations  we  plan  to  continue  to  operate  and  maintain.  The  result  of  our  efforts 
is  an  Army  which  has  maximized  its  total  operational  readiness  to  meet  the  United 
States'  global  strategy.  This  effort  makes  available  limited  resources  to  do  the  right 
things  in  the  Army:  maintain  the  quality  of  the  people  in  the  Army,  maintain  the 
quality  of  life  and  maintain  the  technological  edge  of  their  weapons.  Our  overall 
base  closure  policy  is  an  important  part  of  this  effort.  The  policy  has  five  compelling 
characteristics: 

—  It  saves  money  that  would  otherwise  go  to  unnecessary  overhead. 

—  It  supports  military  effectiveness  by  reducing  the  competition  for  scarce  re- 
sources. 

—  It  is  fair  and  objective. 

—  It  reduces  overseas  bases  at  a  higher  rate  than  those  at  home. 

—  It  supports  the  investment  necessary  to  maintain  our  power  projection  plat- 
forms in  the  United  States  into  the  21st  century. 

Closing  military  bases  worldwide  saves  taxpayer  dollars;  permits  the  Army  to  in- 
vest properly  in  the  forces  and  bases  it  keeps  in  order  to  ensure  their  continued  ef- 
fectiveness; and  frees  up  valuable  Army  assets  (people,  facilities  and  real  estate)  for 
productive,  private  sector  reuse. 

The  Army  budget  continues  to  decline  by  40  percent  in  real  terms  from  1985  to 
1997,  and  military  personnel  is  being  reduced  bv  30  percent.  The  Army's  global  base 
closures  have  been  proportionate  to  this  overall  draw  down.  No  Continental  United 
States  (CONUS)  bases  were  closed  until  3  years  ago,  following  decisions  made  in 
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the  1988  and  1991  rounds  of  base  closures.  The  Army  is  reducing  its  military  forces 
and  its  overseas  base  structure  much  more  than  in  the  Unitea  States.  The  Army 
has  reduced  the  force  by  approximately  30  percent.  The  majority  of  this  reduction 
came  from  overseas. 

Our  plan  reduces  the  overseas  infrastructure  by  approximately  40  percent  as  we 
continue  our  reduction  in  personnel  stationed  in  Europe  with  an  intent  to  reach  a 
final  end  state  of  65,000,  down  60  percent  from  1991.  The  Army's  spending  to  main- 
tain bases  overseas  is  declining  dramatically,  because  of  troop  reductions  and  be- 
cause Japan  and  Korea  are  paying  an  increasing  share  of  the  costs  of  stationing 
U.S.  forces  there. 

While  the  Army  will  attempt  to  continue  to  reduce  its  forward  deployed  forces, 
those  forces  have  played  a  fundamental  hole  in  regions  vital  to  national  interests. 
Permanently  stationing  and  periodically  deploying  lorces  overseas  have  been  key  to 
averting  global  crises  and  preventing  war.  They  show  our  commitment,  lend  credi- 
bility to  our  alliances,  enhance  regional  stability,  provide  crisis  response  capability, 
and  promote  U.S.  influence  and  access  throughout  the  world. 

C(jNUS  reductions  to  the  force  have  accounted  for  an  additional  10  percent  of  the 
total  force  reduction  from  1991  to  1995.  Closing  domestic  bases  is  a  critical  element 
of  a  balanced  draw  down.  This  approach  preserves  a  fully  capable,  albeit  smaller, 
military  based  in  CONUS.  This  is  reflected  in  the  fact  the  Army  has  closed  approxi- 
mately 15  percent  of  its  CONUS  bases,  an  amount  in  direct  proportion  to  tne  10 
percent  force  draw  down  which  has  been  occurring  in  CONUS  since  1991.  The  eco- 
nomic impact  of  the  planned  draw  down  is  actually  smaller  than  the  impacts  after 
the  Korean  and  Vietnam  wars.  However,  the  impacts  are  substantial  in  regions 
where  the  local  economy  depends  heavily  on  defense  spending. 

There  are  three  ways  the  Department  of  Defense  (DOD),  and,  in  turn,  the  Army 
can  help  support  economic  growth:  investing  in  people,  investing  in  industry  and  in- 
vesting'in  communities. 

The  iVesident's  "Five  Point  Plan  for  Revitalizing  Base  Closure  Communities,"  an- 
nounced on  July  2,  1993,  will  speed  the  economic  recovery  of  communities  where 
military  bases  are  slated  for  closure.  This  plan  will  assist  the  local  communities  re- 
investment in  their  economic  growth.  This  is  a  sharp  departure  from  the  past.  The 
administration  has  developed  a  plan  which  gives  top  priority  to  early  reuse  of  the 
base's  valuable  assets  by  host  communities.  The  plan  has  five  key  elements;  Easy 
Access  to  Transition  and  Redevelopment  help;  Larger  Economic  Development  Plan- 
ning grants;  Fast-Track  Environmental  Cleanup;  Transition  Coordinators  and  Jobs- 
Centered  Property  Disposal. 

By  cutting  red  tape  through  the  enhancements  of  the  President's  program,  the  ad- 
ministration expects  to  open  the  bases  to  economic  reinvestment  in  half  the  time 
taken  in  the  previous  rounds  of  the  base  closure  process.  The  Congress  provided  as- 
sistance in  this  effort  through  the  enactment  of  the  Base  Closure  Community  Assist- 
ance Act  as  part  of  the  1994  National  Defense  Authorization  Act. 

With  the  above  as  a  base,  my  remarks  concerning  BRAC  will  address  those  ac- 
tions which  are  associated  with  initiatives  in  the  five  rounds  the  Army  is  currently 
executing:  BRAC  I,  BRAC  II,  BRAC  III,  BRAC  91,  and  BRAC  93. 

The  distinctions  are  as  follows: 

BRAC  I — BRAC  I  refers  to  the  realignments  and  closures  resulting  from  the  1988 
Commission,  as  codified  in  PL  100-526.  The  Commission's  recommendations,  as 
they  affected  the  Army,  required  the  closure  of  77  installations  (including  53  stand- 
alone housing  sites)  and  realignment  of  57  other  Army  installations  be  completed 
by  September  30,  1995.  The  Commission's  recommendations  were  based  on  require- 
ments as  projected  in  December  1988.  The  Commission's  recommendations  began  a 
long  overaue  streamlining  of  the  CONUS  base  structure  of  the  Army  and  focused 
primarily  on  installations,  and  not  on  force  structure.  Their  overall  recommenda- 
tions provided  the  Army  a  baseline  to  restructure  the  installation  requirements  of 
what,  in  the  future,  would  be  dramatically  altered  troop  levels.  This  program  is  sup- 
ported by  the  Base  Closure  Account  (BCA)  I. 

BRAC  II — BRAC  II  refers  to  the  service  Secretaries'  proposals  for  additional 
realignments  and  closures,  as  announced  by  the  Secretary  oi  Defense  on  January 
29,  1990.  The  1988  Commission's  recommendations  (BRAC  I)  aligned  known  re- 
quirements in  1988.  BRAC  II  refiected  the  Army's  initial  transition  into  a  smaller 
force,  as  reflected  in  the  Army's  fiscal  year  1991  budget  submission  and  changes  in 
the  threat  environment  and  fiscal  realities.  BRAC  III  did  not  reflect,  and  was  not 
intended  to  reflect,  the  pace  of  change  in  Eastern  Europe  which  occurred  following 
the  fall  of  the  Berlin  Wall  on  November  1,  1989.  Rather,  BRAC  II  was  the  mid-term 
transition  into  the  smaller  force  which  was  reflected  in  full  scope  in  the  fiscal  year 
1992/1993  budget.  A  listing  of  the  BRAC  II  proposals  are  shown  at  Table  1.  BRAC 
II  proposals  that  triggered  the  thresholds  of  Title  10  U.S.C.  2687,  and  were  subject 
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to  the  base  realignment  and  closure  process  mandated  by  PL  101-510,  were  not  pur- 
sued. All  other  actions  are  complete. 

BRAC  III — At  the  time  that  the  first  Base  Realignment  and  Closure  (BRAC)  pro- 
posals were  announced,  Congress  expressed  concern  that  they  did  not  include  Out- 
side Continental  United  states  (OCONUS)  installations.  OCONUS  installations 
were  not  included  in  BRAC  II  because  Conventional  Forces  Europe  (CFE)  Treaty 
negotiations  were  expected  to  cover  European  force  structure.  Subsequently,  force 
structure  was  removed  from  the  CFE  Treaty,  which  only  addressed  the  reduction 
of  certain  types  of  military  eauipment. 

On  September  18,  1990,  the  Secretary  of  Defense  announced  the  first  round  of 
overseas  bases  to  be  returned  to  host  nations.  These  OCONUS  announcements  sub- 
sequently became  known  as  BRAC  III  within  the  Army  and  should  not  be  confused 
with  the  1993  round  of  BRAC  Commission  recommendations  for  CONUS.  Follow- 
on  OCONUS  closures  and  realignments  have  continued  with  this  terminology.  To 
date,  17  rounds  of  BRAC  III  have  been  publicly  announced,  plus  one  announcement 
which  addressed  closures  in  Panama.  BRAC  III  is  the  Army  transition  vehicle  for 
a  smaller  overseas  force,  and  one  whidi  integrates  OCONUS  closures  into  the  over- 
all drawdown  of  the  Army's  infrastructure.  The  Army  has  reduced  its  force  structure 
by  almost  30  percent,  with  approximately  60  percent  occurring  overseas.  Additional 
OCONUS  closures  will  occur  to  reflect  the  continuing  drawdown  of  forward  deployed 
Army  forces.  A  country  listing  of  the  number  of  Army  affected  OCONUS  installa- 
tions, through  round  17,  is  found  at  table  2. 

BRAC  91  AND  BRAC  93— Public  Law  101-510,  the  National  Defense  Authoriza- 
tion Act  for  Fiscal  Year  1991,  established  a  new  process  for  DOD  base  realignment 
and  closure  actions  in  the  United  States  through  1995.  The  first  phase  of  this  new 
process  is  referred  to  by  the  Army  as  BRAC  91;  congressional  language  is  BCA  II, 
with  the  second  phase  identified  as  BRAC  93;  congressional  language  is  BCA  III. 

The  process  applies  to  closures  or  realignments  that  trip  the  thresholds  of  10 
U.S.C.  2687.  These  thresholds  are  reached  when  the  installation  proposed  to  be 
closed  is  authorized  to  employ  at  least  300  direct-hire,  permanent  civilian  personnel, 
or  where  a  proposed  realignment  of  an  installation  that  is  authorized  to  employ  at 
least  300  civilians  would  be  reduced  by  more  than  1,000,  or  by  more  than  50  percent 
(whichever  is  less)  of  the  lumber  of  authorized  civilian  employees.  The  Act  directed 
the  formation  of  an  independent  Defense  Base  Closure  and  Kealignment  Commis- 
sion to  review  base  realignment  and  closure  recommendations  made  by  DOD.  All 
DOD  recommendations  are  made  based  on  a  force  structure  plan  submitted  as  part 
of  the  fiscal  years  1992/1994/1996  budgets,  as  well  as  selection  criteria,  which  are 
published  in  the  Federal  Register;  receive  public  comment;  and  are  submitted  for 
congressional  review.  The  law  requires  the  Conunission  to  convene  in  calendar  years 
1991,  1993  and  1995  (hence,  the  terminology  of  BRAC  91,  BRAC  93,  BRAC  95). 

This  legislation  also  required  the  Army  to  cancel  the  base  closures  announced 
under  BnAC  II,  announced  in  January  1990,  which  exceeded  the  Title  10  U.S.C. 
2687  thresholds.  All  proposals  through  the  final  round  in  fiscal  year  1995  that 
breach  the  10  U.S.C.  2687  limits  will  be  referred  to  the  Conmmissions  established 
by  the  legislation.  The  new  legislation  did  not  affect  the  execution  of  base  closure 
initiatives  mandated  under  Public  Law  100—526  (BRAC  I),  except  for  changes  for- 
warded to  the  Commission  for  approval,  those  actions  that  do  not  exceed  Title  10 
U.S.C.  2687  thresholds,  or  those  which  occur  outside  the  continental  United  States 
(BRAC  III).  The  Army  is  currently  implementing  the  reconunendations  of  the  fiscal 
year  1991  and  fiscal  year  1993  Commissions.  BRAC  91  recommendations  require 
the  Army  to  close  five  installations  and  realign  functions  at  six.  The  second  (Com- 
mission (BRAC  93)  reconunendations  resulted  in  one  closure  and  four  realignments. 
The  Army,  as  part  of  the  Department  of  Defense  (DOD)  overall  effort,  is  developing 
the  BRAC  95  recommendations  for  presentation  to  the  BRAC  95  Commission.  With 
this  background  of  the  various  base  realignment  and  closure  initiatives  underway 
or  under  development  in  the  Army— BRAC  I  (PL  100-526),  BRAC  II  (January  29, 
1990  proposals),  BRAC  III  (OCONUS),  BRAC  91  (PL  101-510),  BRAC  93  (PL  101- 
510)  and  BRAC  95  (PL  101-510)  the  following  sections  will  provide  background, 
principles  of  implementation  and  update  the  Army's  execution  of  each  of  the 
"BRAC"  initiatives. 

PRINCIPLES  GOVERNING  ARMY  BASE  REAUGNMENTS  AND  CLOSURES 

The  Army  is  guided  by  a  number  of  basic  principles.  During  a  time  of  trans- 
formation they  have  been  the  cornerstone  and  provided  great  assistance  in  the  deci- 
sionmaking process  for  the  various  base  realignment  and  closure  reconunendations. 

These  principles  are: 
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1.  Provide  power  projection  platforms  from  which  the  Army  can  execute  the  na- 
tional military  strategy  to  project  forces  beyond  our  borders  anywhere  in  the  world 
with  little  advance  notice. 

2.  Pursue  closures,  realignments  and  consolidations  where  they  make  good  sense 
over  the  long  term  as  cost-effective  alternatives  to  existing  basing. 

3.  Identify  excess  capacity  for  closure,  consolidation  and  alignment  created  by 
combinations  of  reduced  workload,  management  initiatives,  budget  reductions  and 
lower  troop  strength. 

4.  Provide  training  and  readiness  support  and  services  in  the  most  cost-effective, 
responsive,  and  efTicient  manner  possible. 

5.  Preserve  the  mobilization  capacity  for  the  Active  and  Reserve  components  to 
assemble,  concentrate,  train  and  deploy  reinforcing  forces  and  formations. 

For  BRAC  I,  II  and  III,  these  were  our  guiding  principles.  F'or  BRACs  91  and  93, 
these  principles  were  reflected  in  the  selection  criteria  published  in  the  Federal  Reg- 
ister for  botn  of  these  rounds  of  base  closures. 

COMMITMENT  TO  BASES  PROPOSED  FOR  REAUGNMENTS  AND  CLOSURES 

The  Army  continues  to  be  keenly  aware  of  the  inherent  hardships  which  accom- 
pany base  closures  and  realignments,  not  only  to  our  own  soldiers,  civilian  employ- 
ees, and  their  families,  but  to  the  surrounding  communities  and  States  in  which 
these  installations  are  located.  We  work  hand  in  hand  with  the  OSD,  OfTice  of  Eco- 
nomic Adjustment,  and  State  and  local  redevelopment  committees  and  officials  in 
an  effort  to  minimize  hardships  to  the  extent  possible.  The  President's  "5  Part  Plan" 
has  enhance  not  only  the  Army's  effort  in  this  area,  but  it  brings  the  assets  of  other 
departments  of  the  executive  branch  together  with  the  Army  to  assist,  in  a  coordi- 
nated manner,  the  impacted  communities.  The  Army  will  continue  to  help  partially 
alleviate  the  hardships  in  this  process  by  continuing  to  be  sensitive  to  the  needs  of 
the  workforce  at  all  affected  installations.  We  fully  understand  the  dilemma  facing 
each  civilian  employee.  It  has  been  long-standing  Army  policy  to  provide  placement 
assistance  and  to  make  all  reasonable  efforts  to  continue  employment  for  affected 
employees. 

Army  civilian  employees  who  lose  their  jobs  as  a  result  of  base  realignments  or 
closures  are  given  priority  rights  to  other  vacant  positions  in  DOD  and  in  other  Fed- 
eral agencies.  They  also  are  given  assistance  in  locating  jobs  in  private  industry  if 
they  so  desire.  The  administration's  new  plan  will  enhance  the  assistance  given  to 
employees  who  desire  to  relocate  to  new  positions  outside  of  DOD.  In  addition,  the 
plan  will  look  at  the  community  as  a  whole  and  provide  job  training  and  other  aid 
to  rejuvenate  the  impacted  economy.  Communities  around  affected  BRAC  I  and 
BRAC  91  installations  have  received  retraining  grants  to  support  these  programs. 

Mitigation  of  the  impact  on  affected  State  and  local  conrununities  is  of  paramount 
importance  when  base  realignments  and  closures  are  announced.  The  very  words 
"base  closure"  incite  the  full  range  of  emotions  from  anger  to  fear  to  uncertainty  for 
both  Department  of  Defense  personnel  and  the  local  conununity.  Rarely  does  it  in- 
still a  sense  of  opportunity.  Based  on  historical  experience  from  previous  base  clo- 
sures, however,  we  know  such  opportunity  indeed  exists.  This  negative  perception 
can  and  must  be  turned  around,  but  to  do  so  requires  an  intensive  effort  by  local 
communities  to  "market"  the  possibilities  for  base  redevelopment  by  other  Federal 
agencies.  State  and  local  governments,  and  most  especially  the  private  sector.  Many 
communities  have  successfully  converted  former  military  bases  to  both  public  and 

Srivate  enterprise  uses.  The  reuse  plan  for  the  Kapalama  Military  Reservation  in 
[awaii  is  an  excellent  example  of  military  and  local  officials  developing  an  alter- 
native use  for  an  Army  installation  affected  by  BRAC.  The  Sacramento  Army  Depot 
is  another  success  story  for  base  conversion.  Outreach  conferences,  sponsored  by  the 
Army  and  the  DOD  Office  of  Economic  Adjustment  for  BRAC  91  and  BRAC  93  af- 
fected communities,  are  another  example  of  the  effort  to  assist  local  communities 
impacted  by  BRAC  actions.  These  conferences  have  proven  to  be  highly  successful. 
Normally  chaired  by  a  Member  of  Congress,  they  bring  together  all  the  key  players 
who  will  participate  in  the  alternative  redevelopment  planning  for  the  closing  or  re- 
aligning installation.  The  July  2,  1993,  plan  expands  the  government  assets  avail- 
able to  local  reuse  groups  and  can  foster  increased  support  as  the  communities  final- 
ize the  reuse  plan  for  the  affected  installation.  The  1994  congressional  language  has 
greatly  assisted  the  Administration  in  this  effort. 

ENVIRONMENTAL  COMPLIANCE  AND  RESTORATION 

One  of  the  five  major  parts  of  the  President's  "5  Point  Plan"  is  fast  track  cleanup 
at  closing  installations.  It  establishes  a  Base  Realignment  and  Closure  Cleanup 
Team  for  each  installation  where  property  is  available  for  transfer  to  the  community 
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and  empowers  the  team  with  the  authority,  responsibility,  and  accountability  for  en- 
vironmental cleanup  programs  at  these  installations.  The  team  will  emphasize  those 
actions  which  are  necessary  to  facilitate  reuse  and  redevelopment. 

The  Army  continues  its  commitment  to  compliance  with  all  environmental  stat- 
utes. We  anticipate  expending  funds  totaling  $830.8  million  in  BRAC  I,  BRAC  91 
and  BRAC  93  through  fiscal  year  1999  for  Army-wide  environmental  compliance 
and  restoration  to  comply  with  existing  regulatory  laws  in  executing  base  closure 
and  realignment  recommendations.  The  Army  is  continuing  studies  in  accordance 
with  its  Installation  Restoration  Program  (IRP)  to  identify  contamination  at  instal- 
lations that  will  be  closed.  These  actions  are  ongoing  for  BRAC  I,  BRAC  91  and 
BRAC  93  installations.  The  essential  steps  of  the  Armys  IRP  are: 

—  Preliminary  Assessments/Site  Investigations  (PA/SI).  This  step  examines  exist- 
ing documentation  on  an  installation  for  evidence  of  any  handling,  treatment,  stor- 
age or  disposal  of  hazardous  materials/wastes.  Interviews  are  held  with  past  em- 
ployees to  supplement  documentation,  and  a  visual  inspection  of  the  site  takes 
place. 

—  Remedial  Investigation/Feasibility  Study  (RI/FS).  If  the  PA/SI  step  concludes 
that  hazardous  materials/wastes  might  have  been  handled,  treated,  stored  or  dis- 

Eosed  on  the  installation,  then  samples  of  soil,  surface  water  and  ground  water  will 
e  taken  and  analyzed  to  confirm  or  discount  any  contamination.  If  contamination 
is  confirmed,  the  feasibility  study  will  analyze  alternatives  for  remediating  the  con- 
tamination. 

—  Record  of  Decision  (ROD).  This  formal  document  selects  the  alternative  among 
those  analyzed  in  the  feasibility  study  as  the  methodology  to  remediate  the  site. 

—  Remedial  Design/Remedial  Action.  This  step  performs  any  designs  necessary 
and  implements  the  selected  alternative  to  remediate  the  site. 

—  Statement  of  Condition/Finding  of  Suitability  to  Transfer.  This  document  is 
prepared  by  the  U.S.  Army  Environmental  Center  and  provides  an  environmental 
condition  of  property  that  is  being  considered  for  disposal. 

The  Army  will  ensure  that  environmental  contaminants,  either  migrating  in  the 
ground  water  or  present  in  the  soils,  are  treated,  contained,  eliminated,  or  managed 
to  comply  with  human  health  or  environmental  standards.  The  Arrny  works  the  en- 
tire environmental  arena  in  coordination  with  the  recognized  Local  Reuse  Authority 
(LRA)  to  insure  clean-up  efforts  are  in  agreement  with  the  validated  local  reuse 
plan. 

ENVIRONMENTS  COMPUANCE  AND  RESTORATION  FOR  OCONUS  BASES 

The  Army  has  developed  an  OCONUS  environmental  restoration  protocol  for  ap- 
plication at  those  sites  to  be  vacated  and  returned  to  the  host  country.  There  is  no 
base  closure  account  or  Defense  Environmental  Restoration  Account  to  fund 
OCONUS  closures.  Consequently,  environmental  restoration  overseas  is  funded 
from  the  Army's  Operations  and  Maintenance  Account. 

An  Environmental  Status  Report  (ESR)  is  prepared  for  each  installation  that  is 
to  be  turned  over  to  the  host  nation.  The  ESR  documents  the  environmental  condi- 
tions at  the  installation  and  is  developed  from  known  information,  and  generally  not 
through  new  studies.  The  ESR  would  also  contain  a  determination  of  the  signifi- 
cance of  the  environmental  impacts  associated  with  the  turnover  of  the  installation 
to  the  host  nation,  and  whether  any  further  analysis  must  be  prepared  in  connection 
with  the  installation  turnover.  The  ESR  would  be  used  by  U.S.  negotiators  during 
residual  value  negotiations  with  the  host  nation.  Negotiations  to  date  have  not  indi- 
cated a  need  for  an  alternative  environmental  document. 

The  following  sections  of  this  testimony  provide  a  status  report  on  the  Army's  im- 
plementation and  execution  of  each  of  the  Base  Realignment  and  Closure  (BRAC) 
initiatives— BRAC  I,  BRAC  II,  BRAG  III,  BRAC  91  AND  BRAC  93. 

BASE  REALIGNMENT  AND  CLOSURE  I  (BRAC  I)  BASE  CLOSURE  ACCOUNT  (BCA)  I: 
IMPLEMENTATION  STATUS 

BRAC  I  Overview.  This  initiative  is  progressing  smoothly  and  is  on-track.  The 
Army  is  executing  the  Commission's  recommendations,  which  affected  134  Army  in- 
stallations. Seventy  seven  installations,  including  53  stand-alone  housing  sites,  are 
being  closed.  Seven  installations  are  both  losing  and  gaining  activities.  Six  installa- 
tions will  lose  activities,  while  44  will  gain  activities.  The  Army's  program  will  ac- 
complish all  the  relocations  and  closures  within  the  statutory  time  limit  while  mini- 
mizing costs  and  maximizing  savings. 

In  terms  of  actual  realignments  and  closures  to  date,  we  have  closed  74  of  77 
sites.  We  have  completed  all  the  environmental  analysis  documents  required  to  exe- 
cute the  remainder  of  our  initiatives.  Sixteen  of  the  closures  are  assorted  Army 
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properties  throughout  CONUS.  The  first  major  installation  closed  was  Fort  Sheri- 
dan, Illinois,  in  June  1993.  The  Presidio  of  San  Francisco  was  transferred  to  the  De- 
partment of  the  Interior  on  September  30,  1994.  Table  3  provides  a  full  listing  of 
the  Army's  closures  for  all  BRAC  rounds  currently  under  execution.  The  screening 
and  disposal  of  land,  for  all  closing  installations,  is  coordinated  with  the  LRAs.  This 
working  relationship  helps  to  ensure  that  the  properties  identified  as  excess  are 
cleanea  to  a  level  which  best  meets  the  local  reuse  plan.  The  Army  has  generated 
$56.8  million  of  BRAC  I  net  revenue  to  date. 

BRAC  I  Financial  Summary.  The  financial  summary  of  the  Army's  BRAC  I  pro- 
gram is  shown  at  table  4.  One-time  implementation  costs  during  the  period  fiscal 
year  1990-fiscal  year  1995  total  $1,350.6  million.  Savings  during  the  same  period, 
primarily  due  to  elimination  of  2,201  military  and  3,371  civilian  personnel,  total 
$721.0  million.  Proceeds  from  land  sales,  shown  at  table  5,  are  anticipated  to  be  sta- 
bilized at  $56.8  million.  Our  adjusted  program  for  the  Army's  cost  to  complete 
BRAC  I  actions  is  shown  at  table  4.  These  funds  will  be  split  between  environ- 
mental restoration,  civilian  severence  pay,  and  movement  of  personnel  and  equip- 
ment between  locations.  The  Army  will  complete  all  BRAC  I  actions  in  the  time  pe- 
riod directed  by  law. 

BRAC  I  Environmental  Cleanup  and  Compliance.  The  President's  "Fast  Track 
Cleanup  Program"  has  enhanced  the  Army's  effort  in  environmental  restoration  at 
closing  BRAC  I  installations.  The  Army  is  fully  committed  to  compliance  with  all 
environmental  statutes.  Our  total  program  of  $374.4  million  allows  the  Artny  to 
cleanup  all  known  requirements,  as  necessary.  The  Army  will  realign  unobligated 
funds  during  fiscal  year  1995  to  complete  additional  requirements.  The  intent  is  to 
have  all  environmental  restoration  requirements  identified  and  working  to  meet  the 
agreed  upon  reuse  for  each  installation. 

The  Army  has  complied  with  the  congressional  directive  to  make  the  BRAC  I 
(BCA  I)  the  exclusive  source  of  fijnding  for  environmental  restoration  of  base  re- 
alignment and  closure  properties  during  the  execution  period.  These  dollars  are  re- 
flected in  the  current  estimate  of  $374.4  million  for  fiscal  years  1990-1995. 

Compliance  with  Section  106  of  the  National  Historic  Preservation  Act  for  all 
BRAC  I  properties  is  ongoing.  The  Army  is  committed  to  the  preservation  and  pro- 
tection of  the  significant  historic  and  cultural  resources  that  are  present  at  closing 
installations  such  as  the  Presidio  of  San  Francisco,  Fort  Sheridan,  Fort  Des  Moines 
and  other  closing  and  realigning  installations. 

BRAC  I  Summary.  The  Army  will  complete  all  BRAC  I  initiatives  required  by  law 
by  September  30,  1995. 

BASE  REALIGNMENT  AND  CLOSURE  II  (BRAC  II):  IMPLEMENTATION  STATUS 

BRAC  II  Overview.  On  January  29,  1990,  the  Secretary  of  Defense  announced  a 
set  of  proposals  that  affected  the  Army's  force  structure  and  its  base  structure.  This 
announcement,  with  adjustments,  is  shown  at  Table  1. 

BRAC  II  Status.  The  requirements  of  Desert  Storm  caused  a  reevaluation  and 
delay  of  selected  force  structure  reductions  announced  in  January  1990.  Public  Law 
101-510  also  made  it  necessary  for  the  Army  to  discontinue  studies  for  several  of 
the  BRAC  II  closure  and  realignment  proposals  because  they  exceeded  the  Title  10 
U.S.C.  2687  thresholds. 

The  remainder  of  the  BRAC  II  initiatives  listed  in  table  1  is  completed.  The  fi- 
nancing of  these  initiatives  came  from  the  Army's  operating  funds,  since  no  special 
funding  account  exists  for  BRAC  II.  These  actions  allowed  the  Army  to  reduce  infra- 
structure of  administrative  headquarters  and  selected  production  installations. 

BASE  REALIGNMENT  AND  CLOSURE  III — OCONUS  (BRAC  III)  IMPLEMENTATION  STATUS 

Status  of  Overseas  Reductions.  As  previously  stated,  the  Secretary  of  Defense  an- 
nounced BRAC  III,  Round  One,  on  September  18,  1990.  To  date,  17  rounds  of  BRAC 
III  have  been  publicly  announced.  Rounds  1-17  involve  643  Army  sites  in  nine  coun- 
tries for  full  or  partial  return.  As  of  December  31,  1994  the  Army  has  505  fuel  and 
39  partial  closures  returned  to  host  nations  in  Europe  and  17  full  and  7  partial  clo- 
sures returned  in  Korea. 

On  January  14,  1993,  OSD  announced  that  all  VS.  military  forces  will  be  with- 
drawn from  the  Republic  of  Panama  and  all  facilities  will  be  transferred  to  the  Gov- 
ernment of  Panama  by  December  31,  1999.  To  date,  13  sites  in  Panama  have  been 
announced  for  closure. 

The  total  number  of  overseas  sites  that  have  been  announced  for  closure  is  656. 
Table  2  shows  the  total  number  of  sites,  by  country,  that  were  announced  for  return. 
Additional  announcements  are  anticipated  during  1995  until  the  base  structure 
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matches  the  residual  force  structure  identified  to  meet  the  U.S.  OCONUS  commit- 
ments. 

Within  U.S.  Army  Europe  (USAREUR),  over  143  million  square  feet  (MSF)  of  the 
total  190  MSF'  of  facilities  to  be  returned  to  host  nations  have  already  been  turned 
back  to  the  various  host  nations.  This  is  equivalent  to  disposing  of  all  facilities  at 
Forts  Hood,  Bragg,  Benning,  Stewart,  Lewis,  Bliss,  Carson  and  Redstone  Arsenal. 
Return  of  the  remaining  47  MSF  to  host  nations  would  be  the  equivalent  of  closing 
all  facilities  at  Forts  Knox,  Leonard  Wood,  and  Campbell.  BRAG  III  is  a  principal 
vehicle  for  the  Army's  effort  to  reduce  unneeded  OCONUS  infrastructure  to  balance 
base  requirements  to  force  structure.  Our  efforts  in  the  BRAC  III  process  to  move 
OCONUS  force  structure  and  personnel  to  CONUS  bases  limited  the  requirements 
to  reduce  the  CONUS  base  infrastructure  through  the  base  closure  commission  proc- 
ess. Our  CONUS  based  force  in  1991  composed  approximately  58  percent  oi  the 
total  force;  however,  with  minimum  growth,  the  CONUS  force  will  comprise  approxi- 
mately 78  percent  of  the  total  force  in  1999.  The  Army's  CONUS  BRAC  rec- 
ommendations take  these  vast  amounts  of  OCONUS  closures  into  consideration 
when  tailoring  the  base  structure  to  a  smaller  force  structure.  The  Army  has  very 
carefiilly  created  multi-purpose/multi-functional  installations. 

Process.  Unified  commanders  nominate  overseas  sites  for  return  or  partial  return 
to  host  nations.  Nominations  are  then  reviewed  by  the  Joint  Staff,  various  DOD 
components,  the  National  Security  Council  and  the  State  Department.  Following 
Secretary  of  Defense  approval,  notification  is  made  to  Congress,  host  governments 
and  the  media.  When  the  Army  ends  its  operations,  the  entire  installation  is  va- 
cated and  returned  to  the  control  of  the  host  nation.  When  we  reduce  operations, 
some  of  the  facilities  on  installations  are  retained  by  the  Army.  Commanders  will 
continue  to  reduce  the  overseas  base  structure  as  future  core  requirements  are  iden- 
tified and  force  levels  decline. 
_  Two  areas  of  particular  interest  with  regard  to  our  overseas  closures  continue  to 
be  residual  value  and  environmental  concerns. 

Residual  Value.  The  supplemental  agreements  to  the  NATO  Status  of  Forces 
Agreement  (SOFA)  with  Germany  allow  the  United  States  to  claim  reimbursement 
for  the  value  of  investments  made  in  construction  or  capital  improvements  to  host 
nation  furnished  facilities.  The  current  value  of  U.S.  funded  improvements  is  deter- 
mined by  appreciating  the  original  U.S.  investment  for  inflation,  and  depreciation 
for  age  and  condition.  Residual  blue  is  a  result  of  the  negotiation  process  between 
the  United  States  and  a  host  nation  government.  Actual  settlement  amounts  depend 
upon  the  results  of  the  negotiations.  German  negotiations  continue  to  move  slowly 
due  to  the  large  number  of  troops  from  other  nations  which  are  also  leaving.  The 
focus  of  the  (jierman  government  at  this  time  is  the  removal  of  Russian  forces,  a 
costly  undertaking  for  Germany  which  also  affects  their  ability  to  meet  residual 
value  reimbursement  obligations. 

Army  strategy  remains  unchanged.  Cash  compensation  is  first  priority  with  in- 
kind  military  construction  second  and  in-kind  real  property  maintenance  third.  This 
strategy  has  worked  well  for  us  this  year.  Acceptance  of  in-kind  projects  against  fu- 
ture residual  value  settlements  was  received  favorably  by  the  Germans. 

In  Korea,  the  SOFA  between  the  Korean  government  and  the  United  States  does 
not  provide  for  the  payment  of  residual  value.  However,  we  can  turn  facilities  over 
in  an  as-is  condition. 

In  Panama,  neither  side  currently  expects  money  to  exchange  hands  because  of 
the  Panama  Canal  Treaty. 

It  must  be  pointed  out  that  in  Germany,  Korea  and  Panama,  the  host  nation  owns 
the  land  and  they  lease  this  land  to  the  U.S.  rent  free.  Any  appreciation  of  the  land 
value  is  not  included  in  residual  value  negotiations. 

Environmental  Policy.  The  Army  has  an  environmental  policy  for  our  overseas  in- 
stallations. As  a  foundation,  this  policy  uses  the  provisions  of  Executive  Order 
12114,  which  reflects  the  U.S.  Government's  policy  on  environmental  actions  abroad. 
Our  goal  is  to  leave  a  good  environmental  footprint  when  we  close  our  overseas  in- 
stallations. However,  we  do  not  plan  to  executie  cleanup  actions  solely  for  the  pur- 
pose of  turnover.  The  environmental  actions  we  execute  eliminate  health  risks;  re- 
move all  hazardous  materials  and  wastes;  contract  for  POL/other  liquid  storage  tank 
cleaning  and  removal  of  contents;  and  prepare  the  above  cited  environmental  condi- 
tion reports.  In  Germany,  the  cost  for  cleanup  of  known  environmental  problems 
will  be  considered  in  the  residual  value  negotiations.  Known  environmental  prob- 
lems have  been  documented  and  we  will  continue  to  remove  all  toxic  and  hazardous 
wastes  as  well  as  clean  up  Category  1  actions,  such  as  oil  spills  and  leaking  under- 
ground storage  tanks.  In  Korea,  we  will  do  the  same.  The  SOFA  with  Korea  con- 
tains no  language  as  to  responsibility  for  environmental  cleanup. 
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BASE  REALIGNMENT  AND  CLOSURE  91  (BRAC  91)  BASE  CLOSURE  ACCOUNT  (BCA)  II: 
IMPLEMENTATION  STATUS 

The  National  Defense  Authorization  Act  of  1991  (PL  101-510)  established  a  new 
process  for  the  DOD  to  submit  a  list  of  recommended  CONUS  base  closures  and 
realignments.  This  law  established  a  series  of  three  Commissions  to  meet  in  fiscal 
year  1991,  fiscal  year  1993,  and  fiscal  year  1995.  DOD  will  submit  to  these  Commis- 
sions, accompanied  with  a  force  structure  plan,  a  listing  of  proposed  realignments 
and  closures.  As  specified  in  that  law,  the  lists  have  to  be  justined  in  terms  of  the 
approved  election  criteria  and  the  Joint  Chiefs  of  Staff  Force  Structure  Plan  submit- 
tea  as  an  enclosure  to  that  fiscal  year  DOD  budget.  The  Conrunission  evaluates 
DOD's  submission  and  forwards  their  recommendations  to  the  President,  who,  after 
approval,  forwards  the  report  to  the  Congress. 

This  process  had  no  alTect  on  BRAC  I  closures  or  those  BRAC  II  initiatives  that 
did  not  trip  the  Title  10  U.S.C.  2687  thresholds.  Additionally,  this  legislation  had 
no  afTect  on  the  overseas  base  realignments  and  closures  (BRAC  III)  process  the  De- 
partment is  currently  executing. 

BRAC  91  Overview.  The  Army  is  currently  in  the  4th  year  of  execution.  During 
fiscal  year  1995,  the  Army  will  Kxrus  on  three  areas:  continuation  of  appropriate  en- 
vironmental documentation  and  investigations;  award  of  military  construction  re- 
quirements; and  realignment  of  military  units  and  depot  workload  to  gaining  instal- 
lations. No  military  end  strength  reductions  are  shown  in  the  BRAC  91  plan.  Those 
savings  are  shown  in  the  Army's  end  strength  reductions  programmed  tnrough  the 
Five  Year  Defense  Plan  (FYDP).  Savings  from  Defense  Management  Review  Deci- 
sions are  included  in  selected  packages.  Those  savings  have  already  been  withdrawn 
from  the  Army's  program.  No  actions  programmed  in  fiscal  year  1995  will  have  an 
adverse  impact  on  the  missions  of  the  affected  units.  BRAC  91  actions  will  be  exe- 
cuted with  no  adverse  impact  on  BRAC  I  actions.  To  date,  the  Army  has  awarded 
all  of  its  BRAC  91,  programmed  MILCON  projects  and  environmental  restoration 
contracts.  The  Army  has  closed  three  of  its  five  BRAC  91  closures;  Harry  Diamond 
Laboratory,  Woodbridge,  Virginia;  Sacramento  Army  Depot,  Sacramento,  California 
and  Fort  Ord,  California.  We  will  close  Fort  Benjamin  Harrison,  Indiana  in  1995 
and  Fort  Devens,  Massachusetts  in  1996. 

BRAC  91  Financial  Summary.  The  financial  summary  of  the  Army's  BRAC  91 
program  is  shown  at  table  6.  One  time  implementation  costs  during  the  period  fiscal 
years  1992-1997  total  $1,586.0  million.  Savings  during  the  same  period  are  $1,181.2 
million,  primarily  due  to  the  elimination  of  5,648  civilian  positions  and  reduced  op- 
erating costs  of  installations  being  realigned  or  closed.  Proceeds  from  land  sales  are 
anticipated  to  be  $207.8  million  as  shown  at  table  7.  This  refiects  a  two-phase  ad- 
justment to  the  revenues.  A  $465.0  million  reduction  caused  by  the  loss  of  all  antici- 
pated land  revenues  at  Fort  Ord,  Fort  Dix,  Sacramento  Army  Depot  and  Harry  Dia- 
mond Lab,  Woodbridge,  Virginia.  In  addition.  Fort  Benjamin  Harrison  revenues 
were  reduced  by  $35.0  million  due  to  a  revision  in  the  local  reuse  plan.  The  second 
adjustment  resulted  from  OSD  guidance  to  use  BRAC  I,  fiscal  year  1995  anticipated 
land  revenues  as  a  source  of  funds  for  BRAC  91  in  fiscal  year  1995,  which  due  to 
revised  LRA  reuse  plans  will  be  reduced  by  $95.5  million,  with  the  remaining  $79.3 
million  slipped  to  fiscal  year  1996.  Recurring  savings  are  estimated  to  be  $303.8  mil- 
lion starting  in  fiscal  year  1998. 

BRAC  91  Environmental  Cleanup  and  Compliance.  The  Army  is  fully  committed 
to  compliance  with  all  environmental  statutes  and  meeting  the  requirements  of  the 
President's  fast  track  cleanup  program.  The  Army  will  ensure  that  environmental 
contamination  either  migrating  into  the  ground  water  or  present  in  the  soils  will 
be  treated  and  all  other  contaminants  managed  to  acceptable  human  health  or  envi- 
ronmental standards. 

BRAC  91  Summary.  The  Army's  fiscal  year  1996/1997  budget  request  is  reOected 
at  table  6.  By  the  end  of  fiscal  year  1995,  the  Army  will  have  accomplished  the  ini- 
tial environmental  analysis  baseline  requirements  of  the  National  Environmental 
Policy  Act  (NEPA)  and  finalized  the  planning  and  design  of  all  BRAC  91  military 
construction  projects.  Execution  plans  will  be  distributed  to  guide  the  Army  Major 
Commands  through  the  various  stages  of  the  BRAC  91  execution  process. 

BASE  REALIGNMENT  AND  CLOSURE  93  (BRAC  93)  BASE  CLOSURE  ACCOUNT  (BCA)  III 
IMPLEMENTATION  STATUS 

Public  Law  101-510  required  DOD  to  submit  three  lists  of  recommended  CONUS 
base  realignments  and  closures.  The  second  round  of  recommendations  was  ap- 
proved by  the  Congress  in  1993  and  the  Army  is  in  its  second  year  of  execution. 
The  results  of  this  Commission's  work  are  known  as  BRAC  93  within  DOD. 
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BRAC  93  Overview.  The  Army  is  currently  in  the  second  year  of  execution.  During 
fiscal  year  1995,  the  Army  will  focus  on  three  areas:  continuation  of  appropriate  en- 
vironmental documentation  and  investigations;  award  of  military  construction  re- 
quirements; and  realignment  of  depot  workload  to  gaining  installations.  No  military 
end  strength  reductions  are  shown  in  the  BliAC  93  plan.  Those  savings  are  shown 
in  the  Army's  end  strength  reductions  programmed  through  the  Five  Year  Defense 
Plan  (FYDP).  No  actions  programmed  in  fiscal  year  1995  will  have  an  adverse  im- 
pact on  the  missions  of  the  affected  units.  BRAC  93  actions  will  be  executed  with 
no  adverse  impact  on  any  previous  BRAC  round.  To  date,  the  Army  has  awarded 
all  of  its  BRAC  93  programmed  MILCON  projects  and  environmental  restoration 
contracts.  The  Army  s  BRAC  93  round  was  small  in  comparison  to  other  services, 
however,  the  Armys'  Force  Structure  Plan  was  not  firm  during  the  BRAC  93  delib- 
erations. However,  our  participation  in  past  BRAC  rounds  to  include  our  OCONUS 
round,  clearly  displays  the  Armys'  effort  to  reduce  infrastructure  and  enhance  our 
CONUS  basing  structure  to  the  desired  "Power  Projection  Platforms." 

BRAC  93  Financial  Summary.  The  financial  summary  of  the  Army's  BRAC  93 
program  is  shown  at  table  8.  One  time  implementation  costs  during  the  period  fiscal 
years  1994-1997  total  $323.6  million.  Savings  during  the  same  period  are  $3.4  mil- 
lion, primarily  due  to  the  elimination  of  3,236  civilian  positions  and  reduced  operat- 
ing costs  of  installations  being  realigned  or  closed.  No  proceeds  from  land  sales  are 
anticipated.  Recurring  savings  are  estimated  to  be  $151.4  million  starting  in  fiscal 
year  2000. 

BRAC  93  Environmental  Cleanup  and  Compliance.  The  Army  is  fully  committed 
to  compliance  with  all  environmental  statutes  and  meeting  the  requirements  of  the 
President's  fast  track  cleanup  program.  The  Army  will  ensure  that  environmental 
contamination  either  migrating  into  the  ground  water  or  present  in  the  soils  will 
be  treated  and  all  other  contaminants  managed  to  acceptable  human  health  or  envi- 
ronmental standards. 

BRAC  93  Summary.  The  Army's  fiscal  year  1996/1997  budget  request  is  reflected 
at  table  8.  By  the  end  of  fiscal  year  1995,  the  Army  will  have  accomplished  the  ini- 
tial environmental  analysis  baseline  requirements  of  the  National  Environmental 
Policy  Act  (NEPA)  and  awarded  all  BRAC  93  military  construction  projects  less 
those  programmed  for  fiscal  year  1997.  Execution  plans  will  be  distributed  to  guide 
the  Army  Major  Commands  through  the  various  stages  of  the  BRAC  93  execution 
process. 

SUMMARY 

The  Army  continues  to  execute  all  initiatives  of  the  BRAC  process,  as  directed  by 
PL  100-526  (BRAC  I),  the  January  29,  1990  Secretary  of  Defense  decision  (BRAC 
II),  OCONUS  troop  reductions  (BRAC  III)  or  currently  called  RETmE-EUR/FU- 
TURE-i:UR  and  Round  One  (BRAC  91)  and  Round  Two  (BRAC  93)  of  PL  100-510. 
BRAC  95  recommendations  are  being  finalized  for  submission  to  the  BRAC  95  Com- 
mission. We  view  these  initiatives  as  an  opportunity  to  achieve  economic  efficiencies 
and  improve  our  operational  effectiveness.  We  have  taken  great  strides  in  this  area 
in  our  OCONUS  bases  and  will  continue  to  do  so  in  the  remainder  of  fiscal  year 
1995  and  follow  on  years.  The  BRAC  process  established  by  PL  100-526  and  PL 
101-510  allows  the  Army  to  reduce  the  excess  basing  structure  created  by  the  re- 
duced force  structure  in  CONUS.  However,  the  Armys  primary  focus  for  l>oth  force 
structure  reduction  and  the  associated  infrastructure  has  been  in  the  overseas  thea- 
ters. The  Army  has  taken  60  percent  of  its  force  structure  reduction  outside  of 
CONUS.  Approximately  149,000  of  the  total  221,000  troop  reduction  has  been  over- 
seas. The  remainder  has  been  in  CONUS  and  the  Army  has  approved  plans  to  re- 
duce the  appropriate  amount  of  infrastructure.  Fiscal  realities  are  requiring  a  re- 
shaping of  the  Army.  We  are  attempting  to  do  this  in  a  manner  which  will  minimize 
the  impact  on  soldiers,  civilian  employees  and  communities  affected  by  the  various 
base  closure  and  realignment  actions.  The  Army  will  continue  to  work  with  local 
communities  to  structure  a  redevelopment  plan  for  the  bases  impacted  by  various 
BRAC  actions.  When  the  CONUS  actions  are  completed,  the  Army  will  have  a 
CONUS  basing  structure  which  can  provide  the  power  projection  platforms  nec- 
essary to  deploy  the  U.S.  Army  around  the  world  to  meet  global  conflicts. 

Mr.  Chairman,  this  concludes  my  statement.  TTiank  you. 


BRAC  II  - 
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TABLE  1 

FORCE  STRUCTURE  &  BASE  REALIGNMENTS 
IMPLEMENTATION  SCHEDULE 


IMPLEMENTATION   ACTION 


FISCAL   YEAR* 


Reduce  Active  Army** 

Reduce  Reserve  Components 

Inactivate  2d  Armored  Division 

Downsize  194th  Armored  Brigade 

Downsize  9th  Infantry  Division  fMtz) 

RolooatG  7th  Infantry  Division  and  Close  Fort  Ord 


Layaway  Mississippi  Army  Ammunition 

Layaway  Indiana  Army  Ammunition  Plant 


Plant 


90-94 
90-94 
90-91 

90 
90-91 
92  03 
90-91 

ai 


Cease  Workload  at  and  lease  Kansas  AAP 


.11 


Layaway  Louisiana  AAP  or  Scranton  AAP 


.M 


Layaway  Sunflower  AAP 


.12 


Layaway  Lonqhorn  AAP 


13 


91 


Partial   Inactivation  Tank  Production  at   Detroit  ATP*** 

Partial   Inactivation  Tank  Production  at  Lima  ATP***  95 

Realign   Supply   Function   at  Rod  River  AD  90    93 

Close   Fort   McClollan  ^3- 

Warm  Base   Fort   Gillcm  9* 

Inactivate     HO.      4th     Army  92 

CloGG   SacromGnto  AD  92    93 

Eliminato   Troop   Support  Command  92    03 

Convert  Health  Services  Command 92-93 


Inactivate     1st     Region.     CIDC 

Reorganize  AMC   Headquarters 

Reorganize   DESCOM  Headquarters 

Streamline  AMC  Management  Engineering  Activity 

Streamline   Information  Systems  Commcuid 


91 
91-95 
91-95 
91-95 
91-95 


*      Subject   to   proposals   being   approved   following  completion  of    required 
analyses   and   notification   to  Congress   under  TITLE   10   U.S.C.    2687,    if 
appropriate 

••Satisfied   by  Army   actions   to  reduce   force   structure   in  FYDP. 

•♦•These   proposals    have  been  modified  to  permit   some  work   to  continue   beyond 
the   implementation   period. 

NOTE:    1.    Underlined  proposals   have  been  executed 

2 .    Overstruck   proposals  were  rescinded   in  accordance  with   the 
Defense   Base   Closure   and  Realignment  Act  of    1990. 


3.    Other   actions   have  occurred  outside  the  Army's   BRAC   process. 


ROUND  1 

18  SEP  90 

113  INSTALLATIONS 

ROUND  2 

12  APR  91 

12  INSTALLATIONS 

ROUND  3 

12  APR  91 

15  INSTALLATIONS 

ROUND  4 

30  JUL  91 

39  INSTALLATIONS 

ROUND  5 

12  NOV  91 

•  84  INSTALLATIONS 

ROUND  6 

30  JAN  92 

79  INSTALLATIONS 

ROUND? 

22  MAY  92 

*41  INSTALLATIONS 

ROUNDS 

13  AUG  92 

49  INSTALLATIONS 

ROUND  9 

3  DEC  92 

15  INSTALLATIONS 

OSD  RELSE 

14  JAN  93 

13  INSTALLATIONS 

ROUND  10 

\     12  MAR  93 

13  INSTALLATIONS 

ROUND  11 

7  MAY  93 

24  INSTALLATIONS 

ROUND  12 

1  JUL  93 

83  INSTALLATIONS 

ROUND  13 

22  OCT  93 

6  INSTALLATIONS 

ROUND  14 

24  FEB  94 

8  INSTALLATIONS 

ROUND  15 

16JUN94 

23  INSTALLATIONS 

ROUND  16 

18  AUG  94 

16  INSTALLATIONS 

ROUND  17 

27  OCT  94 

23  INSTALLATIONS 

TOTAL  BY  COUNTRY  * 


GERMANY 

566 

GREECE 

4 

PTALY 

4 

KOREA 

29 

NETHERLANDS 

7 

TURKEY 

6 

UNITED  KINGDOM 

5 

FRANCE 

21 

BELGIUM 

1 

PANAMA 

13 

TOTAL 

656 

*  INCLUDES  SOME  INSTALLATIONS  CLOSED  UNDER 
ROUTINE  PROCEDURES  BUT  FORMALLY  ANNOUNCED 
AS  CLOSED 


?- PHCXrESS  CONTROJXED  BY  OSO 

rSPUBUC  ANNOUNCEMEKTS  pN>VBOUT^*i., 
JQUARTEHLY  BASJS'^^:^^|^S5s;^*|!£ii>J 
^OSO  PODCY  RELEASED  14  DEC  91  i^^^.'jS 
^W  ?inl-ANO  39  P^flTUUTARMY.^^^,^ 

Closures  IN  eubppe  MoitBiSLM^riii^ 

5iARTlAL~Ct:0SURESm.k0REA"" ' 
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TABLE  3 
STATUS  OF  ARMY 
BASE  CLOSURES 

SUBJECT:  Army  Base  Closure  Status 

1.  PURPOSE.  To  provide  Information  regarding  closures  of  Army  BRAC  I,  BRAC  91,  and  BRAC  93 
Installations. 

2.  FACTS. 

a.  74  BRAC  1  and  3  BRAC  91  installations  are  closed  (i.e.  the  active  Army  mission  relocated  to 
another  installation  or  the  installation  was  transferred  from  Army  control).  These  installations  are 
located  in  the  United  States  and  range  in  size  from  a  few  acres  to  over  55,000  acres.  Closed 
Installations  are: 


BRAC  1  53  Family  Housing  Sites 

USARC  Gaithersburg,  MD 
Coosa  River  Storage  Annex,  AL 
Cape  St  George,  FL 
NG  Bennett,  CO 
Ft.  Wingate,  NM 
Ft.  Sheridan,  IL 
Navajo  Army  Depot,  AZ 
New  Orleans  MOT,  LA 
DMA  Herndon,  VA 
Hamilton  AAF,  CA 


Ft  Douglas,  UT 
Indiana  AAP,  IN 
Nike  Aberdeen,  MD 
Nike  Kansas  City,  KS 
Alabama  AAP,  AL 
Kapalama  Mil.  Res.,  HI 
Tacony  Warehouse,  PA 
Presidio  San  Francisco,  CA 
Ft  Des  Moines,  IL 
Jefferson  Proving  Ground,  IN 
Pontiac  Storage  Facility,  Ml 


BRAC  91 


Harry  Diamond  Labs,  VA 
Sacramento  Army  Depot,  CA 


Ft  Ord,  CA 


b.  Other  BRAC  I,  BRAC  91  and  BRAC  93  installations  are  scheduled  to  close  as  follows: 


S'^y 


BRAC  i-^S:  ^^ 


FY  95 


Cameron  Station,  VA 
AMTL,MA 
Lexington  AD,  KY 


Ft  Devens,  MA 


246 


TABLE  4 

BASE  R£AUG^JME^^■  ANO  CUDSUHE I 

FMANOAl.  SUMMAflY 

AflMVSLMvWflY 

(DCXJLAnS  IN  MILLIONS) 


TOTAL 

FY  19M          J 

FY  1S91        i 

FY  1992     , 

FY  1993 

FY  199^        1 

FY  1995         1 

FY  90-9S 

ONE-TIME  IMPLEMEfn-ATION  COSTS: 

Miinary  Constructxin 

119.427 

156.269 

202.550 

123.550 

12.830 

0.000 

814.626 

Famiy  Houting 

0.000 

0.051 

0  600 

0  328 

0.000 

0  000 

0  979 

Construction 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

Opcratwns 

0  000 

0.051 

0.600 

0  328 

0.000 

0.000 

0  979 

Envlionmcntal 

0.000 

108.540 

121.744 

77.355 

0.000 

66.800 

374  439 

Operation  ind  Mminlenanca 

39.657 

117.523 

77  450 

51  416 

0000 

20  800 

306  846 

MUrtary  P«f»oreirt-PCS 

0.000 

0.000 

0.000 

0  000 

0.000 

0  000 

0.000 

Ot»>«f 

12.054 

18.257 

9.951 

13.450 

0.000 

0  000 

53.712 

TOTAL  ONE-TWE  COSTS 

171.138 

400.640 

412  295 

266.099 

12.830 

87.800 

1350.602 

Estimtied  Land  Revenu* 

(4,337) 

(4.159) 

(40  597) 

(7  744) 

0.000 

0  000 

(56  837) 

Budgal  Request 

166.601 

396  481 

371.698 

258.355 

12.830 

87  600 

1293  765 

FUNDED  OUTSIDE  OF  THE  ACCOUNT; 

Military  Constnjction 

0.000 

0.000 

0  000 

0.000 

0  000 

0  000 

0  000 

Famiy  Housing 

0.000 

0.000 

0  000 

0.000 

0  000 

0  000 

0.000 

Constfuclion 

0.000 

0.000 

0.000 

0  000 

0  000 

0.000 

0.000 

Operations 

0  000 

0  000 

0  000 

0  000 

0.000 

0.000 

0  000 

Environmental 

16.675 

0.000 

0  000 

0  000 

0.000 

0.000 

16  675 

Operation  and  Maintenance 

0.000 

0.040 

1.915 

1  489 

22.727 

0  000 

26  171 

Other 

0.000 

0.000 

0.000 

0.000 

0.000 

0  000 

0.000 

Homeowners  Assistance  Program 

0.066 

0  054 

0.032 

0.018 

0  007 

0  000 

0.177 

TOTAL  OUTSIDE  THE  ACCOUNT 


SAVINGS: 

Military  Construction 
Family  Housing 

Construction 

Operations 
Operation  and  Maintenance 
Military  Parsorviel-PCS 
Oltier 
CMianES 
Military  ES 

TOTAL  SAVINGS: 

NET  IMPLEMENTATION  COSTS: 
Military  Construction 
Family  Housing 

Construction 

Operations 
Envirorvnent 

Operation  ar>d  Maintenance 
Military  Persorwet-PCS 
Other 

Homeowners  Assistance  Program 
Revenues  From  Land  Sates  (•) 

NET  IMPLEMENTATION  COSTS 
Less  Estimated  Land  Revenues 


9.200 

15  300 

19  300 

19  400 

19  400 

19  400 

102.000 

0.000 

15.033 

17.257 

18.683 

44.259 

40.137 

135,369 

0  000 

0  000 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

15  033 

17.257 

18  683 

44  259 

40.137 

135  369 

1.556 

3.578 

4.341 

20.735 

89.312 

122.403 

241.923 

(0  538) 

0.868 

15  403 

60  969 

87.346 

77  671 

241  719 

0  000 

0.000 

0000 

0.000 

0000 

0  000 

0.000 

0.000 

(0.020) 

(0.027) 

(1.474) 

(2.902) 

(3371) 

(3.371) 

O.OQO 

(0.145) 

(0.975) 

(1.644) 

(2.075) 

(2.201) 

(2.201) 

10.218 

34  777 

56.301 

119.787 

240.317 

259.611 

721.011 

110.227 

140  969 

183.250 

104.150 

(6  570) 

(19  400) 

512.626 

0 

(14  982) 

(16.657) 

(18.355) 

(44  259) 

(40.137) 

(134  390) 

0 

0 

0 

0 

0 

0 

0.000 

0 

(14.982) 

(16.657) 

(18.355) 

(44  259) 

(40  137) 

(134.390) 

16.675 

108.540 

121  744 

77.355 

0.000 

66  800 

391.114 

38.101 

113.987 

75  024 

32.170 

(66.585) 

(101.603) 

91  094 

0.538 

(0.868) 

(15.403) 

(60.969) 

(87.346) 

(77.671) 

(241.719) 

12.054 

18.257 

9.951 

13.450 

0  000 

0.000 

53.712 

0.066 

0.054 

0.032 

0.016 

0.007 

0.000 

0.177 

(4.337) 

(4.159) 

(40.597) 

(7.744) 

0.000 

0.000 

(56.837) 

173.324 

361.798 

317.344 

140.075 

(204.753) 

(172.011) 

615.777 
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TABLE     5 
BRAC     I 

P.L.      100-526 

ANTICIPATED     LAND     REVENUE     -     ARMY 
($     in     thousands) 

LOCATION E122 1132 E12i EI£5 TOTAL  ._ 

Tacomy  Warehouse,    PA  -  - 

Kapalama   Military  Res., HI  38,950        -  -  38,950 

Pontiac   Storage  Facility, IN  -  -  - 

Indiana  AAP,IN  _  _  _ 

Lexington-Bluegrass  A0,KY 

Lexington  portion  _  _  _ 

Army  Material  Technical  Labs 
Massachusetts,  Michigan 
New  Jersey,    Virginia  _  _  _ 

Fort   Meade,    MD  -  - 

USA  Reserve  Ctr,  Gaithersburg,  MD  - 

Fort  Sheridan,  IL  _         _         _ 

Cameron  Station,  VA  _         _         _ 

Defense  Mapping  Agency  Herndon,  VA  - 

Stand-Alone  Housing, 

Various  Locations:   NOTE  #1       10.143     7.744 17.887 

TOTAL  49,093     7,744  56,837 

NOTES: 

1.  FY92  reflects  $4.3M  of  FY90,  $4.1M  of  FY91  and  $1.75M  of  FY92  Stand-alone 
Housing  revenues. 

2.  Approximately  $174. 8M  of  FY95  revenues  have  been  moved  to  the  BRAC  91, 
FY96  BES  for  use  in  BRAC  91. 
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ONg-TIME  IMPl  FMFWTAT10N  COSTS: 
MIlKary  Construction 
Family  Housing 

Construction 

Operations 
Envlronmant 

Operation  an<l  Maintenance 
Military  Persorviel 
Other 

Homaownars  Assistance  Program 
TOTAL  ONE-TIME  COSTS  " 

Reventjes  From  Land  Sales  (-) 
Budget  Request 

RlnniNB  OUTSIDE  TWE  ACCOUfn-; 

Military  Construction 
Family  Housing 

Construction 

Operations 
Environmental 
Operation  and  Maintenance 
Other 
Homeowners  Assistance  Program 


TABLE  6 

BASE  REAUGNMENT  AND  CUDSURE  91 

RNANCIAl.  SUMMARY 

{DOLLARS  IN  MILUONS) 

TOTAL 

nr  1992 

FY  1993 

"FY  1994 

FY   1995 

FY  1996 

FY  1997 

FY  92-97 

23.800 

138.810 

246.450 

83.418 

28.815 

0.000 

521.093 

0.000 

1.049 

0.419 

0.849 

0.287 

0.000 

2.404 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

1.049 

0.419 

0.649 

0.287 

0.000 

2.404 

3S.6S0 

49.984 

58.736 

43.700 

124.920 

57.290 

370.280 

0.050 

149.093 

76.902 

55.821 

234.646 

58.862 

57S.374 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

21.864 

11.494 

7.012 

64.080 

12.388 

118.838 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

S9JO0 

360.800 

394.001 

190.600 

452.748 

128.540 

1485.989 

0 

0 

(57) 

0 

(79J00) 

(128.500) 

(207.857) 

S9.300 

360.800 

393.944 

190.600 

373.448 

0.040 

1478.132 

7.477 

0.000 

0.000 

0.000 

0.000 

0.000 

7.477 

0.000 

0.160 

0.000 

0.000 

0.000 

0.000 

0.160 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

O.OOO 

0.000 

0.160 

0.000 

0.000 

0.000 

0.000 

0.160 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

44.726 

11.562 

20.713 

0.000 

0.000 

0.000 

77.003 

4.139 

0.000 

0.000 

0.000 

0.000 

0.000 

4.139 

0.125 

0.050 

0.461 

9.652 

2.300 

2.300 

14.888 

TOTAL  OUTSIDE  THE  ACCOUNT 


SAVINGS: 

Military  Construction 
Family  Housing 

Construction 

Operations 
Operation  and  Mainlenence 
Military  Personnel 
Other 
QviianES 
Military  ES 


0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

2.080 

2.080 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

2.080 

2.080 

55.068 

105.463 

198.934 

241.312 

276.599 

301.745 

1,179.121 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

(1.357) 

(2.296) 

(4.180) 

(4.704) 

(5.317) 

(5.648) 

(5.848) 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

Total  Savings 


NET  IMPLEMENTATION  COSTS: 
Military  Construction 
Family  Housing 

Constnjction 

Operations 
Environment 

Operation  and  Maintenance 
UiUXary  Personnel 
Other 

Homeowners  Assistance  Program 
Revenue  From  Land  Sales  (-) 

NET  IMPLEMENTATION  COSTS 
tPgg  LAND  REVENUES 

-FY9S  INCLUDES  $76.3M  BUDGET  AUTHORITY  WHICH  WILL  BE  RETURNED  TO  THE  ARMY 
FROM  THE  NAVY  IN  FY95. 


31.077 

138.810 

246.450 

83.418 

28.815 

0.000 

528.570 

O.OOO 

1J09 

a419 

0.649 

0.287 

(2.080) 

0.484 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

1.209 

0.419 

0.649 

0.287 

(2.080) 

0.484 

35.650 

49.984 

58.736 

43.700 

124.920 

57.290 

370.280 

(10.290) 

55.192 

(101J19) 

(185.491) 

(41.953) 

(242.883) 

(526.744) 

0.000 

0.000 

0.000 

O.OOO 

0.000 

0.000 

0.000 

4.139 

21.864 

11.494 

7.012 

64.080 

12.388 

120.977 

0.125 

0.050 

0.461 

9.652 

2J00 

2.300 

14.888 

0.000 

0.000 

(57) 

0.000 

(79.300) 

(128.500) 

(207^57) 

216.184         (41.060) 


99.149       (301.485) 
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TABLE     7 

BRAC     91 

P.L.      101-510 

ANTICIPATED     LAND     REVENUE      -     ARMY 
($     in     thousands) 

LOCRTION FV  1994        FV1995      FV1996  FV1997 

Fort  Ord,  CA                                                     00,000 

Fort  Devens,  MA                                               .....  60,000 

Fort    Benjamin    Harrison,    IN                         .....  50,000 

Fort  Dix,  NJ                                                         .....  00,000 

Harry   Diamond    Lab   (ARL).  VA                    .....  00,000 

Sacramento   Depot,   CA  : : : : :: 18,500 

TOTAL                                                      -                         -                         -  128,500 


1 .      The   reductions   to  the   revenues  were  caused  by  adjustments   to   the   local 
reuse   plans. 
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TABUE  9 

BASE  REALIGNMENT  AND  CLOSURE  93 
FINANCIAL  SUMMARY 


\U\JU 

i-Mna  in  rni 

ui-iurts; 

TOTAL 

FY  1993 

FY  1994 

FY  1995 

FY199« 

FY  1997 

.  FY  94-97 

ONE-TIME  IMPLEMENTATION  COSTS: 

Military  Construction 

0.000 

12.300 

58.100 

10.091 

0.000 

80.401 

Family  Housing 

0.000 

0.000 

0.978 

0.219 

0.000 

1.197 

Construction 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

Op«  rations 

0.000 

0.000 

0.978 

0^19 

0.000 

1.197 

Environment 

0.000 

9.807 

16J07 

11J02 

26.415 

64.031 

Op«ralJons  and  Maintenance 

0.000 

11.884 

30.508 

04.543 

0.185 

137.120 

Military  Personnel 

0.000 

0.000 

O.OOO 

0.000 

0.000 

0.000 

Other 

o.ooo 

.2.416 

7J07 

7.125 

0.000 

17.448 

Homeowners  Assistance  Program 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 
0.000 

TOTAL  ONE-TIME  COSTS 

0.000 

36.407 

113.800 

123.480 

26.600 

300.287 

Revenues  From  Land  Sales 

0.000 

0.000 

0.000 

O.OOO 

O.OOO 

0.000 

Budget  Request 

0.000 

36.407 

113.800 

123.480 

26.600 

300.287 

FUNDING  OinSIDE  THE  ACCOUNT: 

Military  Construction 

o.ooo 

0.000 

0.000 

0.000 

0.000 

0.000 

Family  Housing 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

Construction 

o.ooo 

0.000 

0.000 

0.000 

0.000 

0.000 

Operations 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

Environmental 

0.000 

0.000 

0.000 

0.000 

o.ooo 

0.000 

Operations  and  Maintenance 

2J87 

8.672 

0.000 

0.000 

0.000 

11.059 

Other 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

Homeowners  Assistance  Program 

0.002 

0.014 

0.000 

0.000 

0.000 

0.016 

TOTAL  OUTSIDE  THE  ACCOUNT 


SAVINGS: 

Military  Construction 
Family  Housing 

Construction 

Operations 
Operations  and  Maintenance 
Military  Personnel 
Other 
Civilian  ES 
Military  ES 


0.000 

12.750 

0.000 

0.000 

0.000 

12.750 

0.000 

(1.282) 

(5.280) 

(5.400) 

(5.519) 

(17.481) 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

(1J82) 

(5.280) 

(5.400) 

(5.519) 

(17.481) 

0.000 

(0.572) 

3.684 

11.876 

39.550 

54.538 

0.000 

0.000 

0.000 

0.000 

O.OOO 

0.000 

0.000 

O.OOO 

0.000 

0.418 

0.790 

1.208 

0.000 

0.000 

(0.136) 

(0.219) 

(0.799) 

(1.154) 

o.ooo 

0.000 

0.000 

0.000 

O.OOO 

O.OOO 

TOTAL  SAVINGS 


(1.596) 


NET  IMPLEMENTATION  COSTS: 
Military  Construction 
Family  Housing 

Construction 

Operations 
Environment 

Operations  and  Maintenance 
Military  Personnel 
Other 

Homeowners  Assistance  Program 
Revenues  From  Land  Sales  (-) 

NET  IMPLEMENTATION  COSTS 
LESS  LAND  REVENUES 


0.000 

(0.450) 

58.100 

10.091 

0.000 

67.741 

0.000 

1J82 

6.258 

5.619 

5.519 

18.678 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

1.282 

6.258 

5.619 

5.519 

18.678 

0.000 

9.807 

16.307 

11.502 

26.415 

64.031 

2.387 

21.128 

26.824 

82.667 

(39.365) 

93.641 

0.000 

0.000 

0.000 

0.000 

O.OOO 

0.000 

0.000 

2.416 

7.907 

6.707 

(0.790) 

16.240 

0.002 

0.014 

0.000 

0.OOO 

0.000 

0.016 

0.000 

0.000 

0.000 

0.000 

O.OOO 

0.000 

2.389 

34.197 

115.396 

116586 

(8i21) 

260.347 
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Senatx)r  McCain.  Thank  you  very  much.  Mr.  Dishner. 

STATEMENT  OF  JEMMY  G.  DISHNER,  DEPUTY  ASSISTANT 
SECRETARY  OF  THE  AIR  FORCE  (INSTALLATIONS) 

Mr.  Dishner.  Yes,  sir.  Mr.  Chairman,  I  would  like  to  start  out 
by  saying  after  34  years  in  the  military,  a  good  portion  of  that  in 
the  reserves,  that  I  consider  it  a  distinct  honor  to  appear  before 
you,  sir.  This  is  my  first  time  in  this  job,  having  started  in  March, 
and  it  is  a  pleasure  to  be  here  with  you,  sir. 

Senator  McCain.  Thank  you  very  much.  Please  accept  my  con- 
gratulations, or  condolences,  whichever.  [Laughter.] 

Mr.  Dishner.  Thank  you,  sir. 

There  are  some  challenges,  of  course,  that  have  been  placed  be- 
fore the  Air  Force  in  its  installations,  and  that  is  to  reduce  the  size 
of  our  infrastructure  and  our  basing  structure  to  meet  the 
drawdown  in  military  and  civilian  personnel.  We  have  approached 
that,  as  you  know,  within  three  rounds.  We  now  have  a  fourth  one 
that  is  underway.  I  do  not  know  if  I  am  really  pleased  that  the  Air 
Force  was  selected  yesterday  by  the  commission  to  have  16  more 
added  to  our  list.  I  do  not  know  if  that  means  we  did  something 
right,  or  not.  But  the  other  services,  I  hope,  will  stand  up  to  the 
bar  and  also  want  to  have  more  of  their  bases  looked  at  by  this 
commission. 

Senator  McCain.  I  am  sure  they  will.  [Laughter.] 

Mr.  Dishner.  We  are  rapidly  executing  the  BRAC  I,  II,  and  III. 
We  have  not  done  the  same  as  Mr.  Pirie  and  the  Navy,  not  at  100 
percent  obligation.  But  through  the  3  years  we  are  way  over  80 
percent.  I  think  it  is  68,  79,  and  87  percent,  and  the  higher  per- 
centages for  the  older,  the  1991  round  or  1988  round,  I  should  say. 
So  we  continue  to  push  that  and  obligate  the  funds  which  were 
given  to  us  and,  of  course,  there  is  no  reason  why  that  cannot  be 
done.  We  are  working  hard  to  do  it. 

At  the  same  time,  we  are  committed  to  having  quality  facilities 
and  living,  housing  for  our  men  and  women  in  the  Air  Force — 
something  that  we  started  years  ago.  We  get  complimented  on  it, 
though  we  are  sometimes  put  down  a  little  bit  because  we  seem  to 
spend  a  lot  more  on  our  people.  That  is  what  we  have  done  for 
years,  and  we  continue  to  do.  At  the  same  time,  however,  we  have 
to  look  at  some  other  things  that  are  going  on,  new  ways  to  do 
business.  The  gentleman  to  my  right  here  has  been  a  lightening 
rod  for  that  up  at  OSD — I  say  up  at  OSD,  he  is  really  on  the  third 
floor  and  we  are  above  him — in  one  regard,  that  was  a  new  initia- 
tive in  the  family  housing,  which  you,  I  am  sure,  read  Doctor  Per- 
ry's release  on  Monday.  That  presents  a  great  opportunity  to  go  to 
the  street  and  use  the  capabilities  of  the  family  housing  developers 
and  builders  to  do  housing  for  our  people,  our  men  and  women.  I 
think  that  is  going  to  be  a  great  boon  for  us. 

Finally,  there  is  a  thing  that  Mr.  Bayer  did  mention  and  alluded 
to;  that  is  called  the  Commander's  Facility  Assessment.  This  is  a 
technique  where  the  commander  at  the  base  determines  the  effi- 
ciency of  his  facilities.  He  has  done  that  historically,  but  now  he 
has  a  model  or  methodology  to  do  it.  So  as  the  projects  come  for- 
ward, he  is  able  to  look  at  them  in  a  certain  regard  and  be  able 
to  definitize  what  work  is  needed  and  where  it  is  to  be  done.  That 
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makes  our  job  at  the  higher  level  much  easier  to  do,  so  we  certainly 
support  that. 

Again,  Mr.  Chairman,  it  is  a  distinct  pleasure  to  be  here  with 
you,  sir. 

[The  prepared  statement  of  Mr.  Dishner  follows:] 

Prepared  Statement  by  Jimmy  D.  Dishner,  Deputy  Assistant  Secretary  of  the 
Air  Force  (Installations) 

introduction 

Mr.  Chairman  and  members  of  the  committee,  good  aflemoon.  I  appreciate  the 
opportunity  to  appear  before  you  this  morning  to  discus  the  Department  of  the  Air 
rorce  Military  Construction  budget  request  for  1996. 

OVERVIEW 

As  you  know  Mr.  Chairman,  because  of  a  decHning  defense  budget  and  changes 
in  the  threat,  the  Air  Force  has  undergone  a  major  reorganization,  combined  with 
substantial  reductions  in  its  force  structure.  We've  been  evaluating  entire  roles  and 
missions,  as  well  as  force  structure  levels  required  to  support  them. 

An  essential  part  of  our  strategy  for  downsizing  our  lorces  has  been  a  concurrent 
reduction  of  the  size  of  the  physical  plant  commensurate  with  a  smaller  air  force. 
One  of  the  most  challenging  tasks  I  face  today  is  to  properly  manage  the  reduction 
of  facilities  and  infrastructure  to  an  affordable  level  in  a  manner  that  is  consistent 
with  reauirements  of  the  Air  Force  today  and  tomorrow.  Without  these  reductions, 
the  quality  of  our  facilities  will  deteriorate  and  consequently,  force  readiness  will 
be  degraded. 

Due  to  the  declining  defense  budget  and  increased  uncertainty  of  our  base  struc- 
ture caused  by  recent  downsizing  and  reorganization  efforts,  we  deliberately  scaled 
back  facility  capital  investment  programs  and  focused  instead  on  preservation  main- 
tenance and  repairs.  But  while  weve  kept  our  physical  plant  operating  it  has  con- 
tinued to  age,  making  it  very  important  tnat  we  begin  positioning  ourselves  to  "dou- 
ble back"  and  restore  the  MILCON  program  we  intentionally  reduced  awaiting  com- 
pletion of  the  fourth  round  of  base  closures. 

Secretary  Widnall  and  General  Fogleman  have  focused  on  three  objectives  to  help 
guide  the  Air  Force  in  the  dynamic  times  within  which  we  now  find  ourselves: 

•  Maintain  combat  readiness 

•  Shape  tomorrow's  Air  Force 

•  Support  our  people 

My  statement  will  outline  the  Air  Force  MILCON  facility  investment  strategy  in 
terms  of  its  support  of  these  three  objectives. 

Maintain  Combat  Readiness 

In  order  to  ensure  the  best  allocation  of  scarce  facility  maintenance,  repair  and 
construction  resources,  the  Air  Force  developed  and  implemented  the  commanders' 
facility  assessment,  which  directly  links  facility  performance  with  mission  require- 
ments. This  tool  uses  the  installation  commander's  evaluation  of  each  facility  in 
terms  of  its  current  ability  to  support  the  mission  and  quantifies  the  cost  to  restore 
full  mission  readiness.  Consequently,  we  rely  on  this  program  to  prioritize  both  the 
Air  Force  MILCON  and  operations  and  maintenance  facility  requirements  because 
it  ties  our  facility  needs  to  readiness  requirements. 

The  Air  Force  is  committed  to  funding  100  percent  of  the  requirements  for  facili- 
ties identified  under  this  program  as  "unsatisfactory."  While  we  have  budgeted  in 
the  operations  and  maintenance  account  for  our  goal  of  fixing  "unsatisfactory  facili- 
ties in  2  years,  we've  deliberately  delayed  funding  for  most  of  the  MILCON  require- 
ments awaiting  resolution  of  BKAC.  When  BRAC  95  decisions  are  final,  we  will 
need  to  increase  budgeted  MILCON  to  normal  levels  in  order  to  replace  worn  out 
facilities  and  infrastructure. 

Shape  Tomorrow's  Air  Force 

As  a  major  part  of  Air  Force  efforts  to  posture  itself  for  tomorrow,  we've  had  to 
reduce  the  size  of  our  physical  plant  commensurate  with  the  significant  drawdown 
of  force  structure  levels,  and  to  an  affordable  size  so  quality  is  not  compromised. 

The  Department  of  the  Air  Force  has  gone  through  three  difficult  base  closure 
rounds  and  is  in  the  process  of  implementing  those  closures.  As  we  sit  here  today, 
the  Defense  Base  Closure  and  Realignment  Commission  is  considering  actions  for 
the  fourth  round  of  BRAC. 
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We  approached  BRAC  95  as  the  fourth  and  final  installment  of  the  Air  Force's 
plan  to  restructure  our  bases  to  support  our  national  security  interests  well  into  the 
next  century.  As  such,  we  are  relying  on  BRAC  95  closures  to  make  the  final  quali- 
tative and  cost-effective  reductions  to  our  base  infrastructure. 

Consistent  with  the  DOD  Joint  Base  Closure  Review  process,  and  in  light  of  the 
potential  future  need  to  absorb  units  returning  from  overseas  base  closures  if  re- 
quired, the  Air  Force  base  closure  recommendations  for  BRAC  95  are  aimed  at 
achieving  the  best  positioning  of  our  forces  to  support  DOD's  world-wide  mission — 
better  than  ever  before. 

Having  accomplished  most  of  our  operational  base  adjustments  through  the  first 
three  BRAC  Commissions,  our  recommended  actions  for  BRAC  Round  IV  help  re- 
ali^  our  supoort  structure  to  match  our  long  term  operational  requirements.  Tliese 
actions  are  acnievable  and  produce  significant  reductions. 

However,  relying  exclusively  on  base  closures  as  the  solution  to  the  problem  of 
reducing  our  phj^sical  plant  would  eliminate  too  much  flexibility  for  the  fiiture, 
would  be  very  painful  to  the  adjacent  communities,  and  would  be  extremely  expen- 
sive to  implement.  So  the  Air  Force  has  taken  a  more  comprehensive  approach  to 
reduce  our  facility  infrastructure  by  combining  base  closures  with  other  streamlin- 
ing initiatives  at  the  bases  to  be  retained.  Tnese  initiatives  include  consolidation 
and  demolition  at  remaining  bases,  and  reoi^anization  of  industrial  support  activi- 
ties to  facilitate  reduction  of  our  depot  maintenance  infrastructure.  Using  this  ap- 
S roach,  fewer  bases  needed  to  be  closed,  the  Air  Force  will  have  retained  basing 
exibility,  infrastructure  is  reduced  to  an  affordable  size,  closure  costs  are  reduced, 
and  fewer  communities  will  have  been  subjected  to  the  pain  of  base  closure. 

Due  to  BRAC  and  other  downsizing  initiatives,  we  nave  had  an  uncertain  base 
structure  for  which  to  develop  our  facility  programs.  Our  approach  during  this  time 
of  uncertainty  has  been  to  reduce  capital  investment  in  MILCON  pending  comple- 
tion of  BRAC  Round  IV  while  pursuing  stronger  real  property  maintenance  (Oper- 
ations and  Maintenance)  funding.  Once  we  know  BRAC  is  behind  us,  the  Air  Force 
will  need  to  move  quickly  to  restore  healthy  MILCON  investment  levels  in  the  budg- 
et. 

Support  Our  People 

The  Department  of  the  Air  Force  continues  to  place  emphasis  on  supporting  our 
most  valuable  assets — the  men  and  women  of  the  Air  Force  team — through  the  Sec- 
retary's "People  First"  initiative,  which  provides  quality  facilities  for  our  people  to 
live  and  work  in.  We  recognize,  in  these  times  of  downsizing  and  realignment,  the 
importance  of  maintaining  a  reasonable  quality  of  life  for  our  service  members  and 
their  families.  An  adequate  standard  of  living  is  a  major  contributor  in  retaining 
our  most  capable  people.  In  the  facilities  arena  our  quality  of  life  eflbrts  focus  on 
improving  unaccompanied  and  family  living  quarters  and  upgrading  the  community 
support  environment. 

Tne  number  one  concern  among  our  airmen  in  unaccompanied  personnel  housing 
is  privacy — a  very  basic  and  important  need.  Currently  72  percent  of  the  Air  Force 
dormitory  inventory  is  configured  for  two  people  to  each  room  and  four  to  each  bath- 
room for  the  first  four  enlisted  grades.  And  28  percent  of  our  dorms  are  even  worse, 
many  of  which  still  have  central  gang  latrines. 

The  Air  Force  is  committed  to  addressing  our  unaccompanied  members'  need  for 
privacy.  Our  first  step  is  to  provide  at  least  a  private  sleeping  room  to  every  airman 
we  house.  The  Air  Force  has  been  a  leading  member  of  tne  Department  of  Defense 
team  developing  what  the  proper  standard  should  be  for  dormitory  construction. 
Once  we  get  Secretary  of  Defense  approval  of  this  new  standard,  our  immediate  in- 
vestment will  be  in  those  dormitories  still  in  the  gang  latrine  configuration. 

Due  in  large  part  to  strong  congressional  support,  our  Military  Family  Housing 
Investment  program  has  been  sustained  during  these  times  of  uncertainty  due  to 
BRAC.  Nevertheless  almost  60,000  housing  units  do  not  measure  up  to  contem- 
porary standards.  The  average  age  of  our  family  housing  inventory  is  32  years,  so 
we  must  continue  our  major  improvement  and  replacement  programs.  But  the  cur- 
rent funding  stream  won't  get  the  job  done  for  at  least  25  years.  We  need  a  financial 
tool  which  will  enable  us  to  accelerate  improvements  to  our  existing  family  housing 
inventory. 

Toward  this  end,  the  Air  Force  had  been  participating  in  a  Department  of  Defense 
Quality  of  Life  initiative  aimed  at  developing  alternative  financing  tools  to  utilize 

Srivate  sector  resources  to  address  family  housing  requirements.  The  Air  Force  is 
opeful  this  high-priority  initiative  is  successful  in  providing  us  effective  third-party 
financing  alternatives. 

Far  from  being  a  mere  act  of  benevolence,  the  Air  Force  remains  committed  to 
facilities  programs  which  emphasize  quality  of  life  because  we  recognize  the  result- 
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ing  benefits  in  readiness,  productivity  and  life-cycle  cost  savings.  It's  not  just  the 
ri^t  thing  to  do — it's  also  the  smart  thing  to  do. 

Mr.  Chairman,  we  are  cognizant  that  the  Air  Force  could  not  maintain  the  quality 
of  any  of  our  facilities  and  the  advantages  they  provide  without  the  strong  support 
we  have  received  from  this  committee,  for  which  we  are  most  grateful. 

With  this  background,  Mr.  Chairman,  I  would  like  to  proceed  now  to  discuss  the 
major  program  areas  of  our  budget  request.  I  will  review  the  Active  Force  Program, 
including  Military  Family  Housing,  the  Air  National  Guard  Program,  the  Air  Force 
Reserve  Program,  the  Air  Force  part  of  the  budget  request  for  the  Defense  Base  Clo- 
sure and  Realignment  accounts  and,  finally,  the  impact  on  the  Air  Force  of  the  re- 
cent rescission  of  funds  from  the  Fiscal  Year  1995  NATO  Security  Investment  Pro- 
gram account. 

AIR  FORCE  MILITARY  CONSTRUCTION  BUDGET 

The  total  Air  Force  Military  Construction  budget  request  for  fiscal  year  1996  is 
$1,708  billion.  This  request  includes  $1,595  billion  for  the  Active  duty  Military  Con- 
struction ($497  million  for  traditional  MILCON  and  $1,098  billion  for  Military  Fam- 
ily Housing),  $86  million  for  the  Air  National  Guard  MILCON,  and  $27  million  for 
the  Air  Force  Reserve  MILCON. 

ACTIVE  AIR  FORCE  MILITARY  CONSTRUCTION  PROGRAM 

We  have  chosen  to  defer  much  of  our  required  investment  in  the  MILCON  budget 
until  after  BRAC  95  while  at  the  same  time  increasing  our  investment  in  real  prop- 
erty maintenance  to  care  for  our  existing  infrastructure.  Once  BRAC  decisions  are 
complete,  the  Air  Force  intends  to  "double  back"  and  increase  our  capital  investment 
at  our  remaining  bases.  We  view  this  approach  for  fiscal  year  1996  as  a  prudent 
management  strategy  pending  stabilization  of  the  basing  structure. 

Our  facility  investment  strategy  for  the  Active  duty  Air  Force  MILCON  Program 
in  fiscal  year  1996  is  based  on  the  Secretary  of  the  Air  Force  and  the  Chief  of  Staffs 
objectives  to  maintain  our  combat  readiness,  shape  tomorrow's  Air  Force  and  sup- 

f)ort  our  people.  Our  projects  that  help  maintain  our  combat  readiness  support  the 
brce  structure  required  to  fight  and  win  two  nearly-simultaneous  major  regional 
conflicts.  These  are  mission  beddown  projects  that  cannot  be  deferred,  current  mis- 
sion requirements  needed  to  maintain  full  mission  readiness,  and  projects  required 
for  the  Air  Force  to  be  in  compliance  with  current  environmental  laws  and  regula- 
tions. Our  investment  in  shaping  tomorrow's  Air  Force  guarantees  our  future  rel- 
evancy. This  funds  essential  research,  development,  test  and  evaluation  (RDT&E) 
support.  In  support  of  ourpeople,  quality  of  life  projects  improve,  where  needed,  to- 
days standard  of  living.  They  meet  requirements  directly  impacting  retention  and 
morale.  Our  Quality  of  Life  program  for  fiscal  year  1996  is  $172  million,  or  approxi- 
mately 35  percent  of  our  traditional  MILCON  budget  request. 

Program  Overview 

The  Active  duty  Air  Force  Military  Construction  request  for  fiscal  year  1996  totals 
$1,593  billion.   Included   in   the    figure   is   $495   million   for  traditional   MILCON 

Firojects  and  $1,098  billion  for  military  family  housing  (MFH).  This  compares  to  a 
iscal  year  1995  request  of  $1,408  billion  which  included  $357  million  for  MILCON 
and  $1,054  billion  for  MFH.  The  fiscal  year  1995  authorization  approved  by  Con- 
gress totaled  $1,602  billion,  consisting  of  $529  million  for  MILCON  and  $1,072  bil- 
lion for  MFH. 

Maintain  Combat  Readiness 

B-2  Bomber  Facilities. — Our  construction  to  support  the  B-2  deployment  to 
Whiteman  Air  Force  Base,  Missouri,  began  with  the  iiscal  year  1988  MIIXION  pro- 

fram  and  continues  with  our  request  for  $24.6  million  at  that  base  in  fiscal  year 
996.  FVior  year  MILCON  totals  $483.5  million.  This  request  is  in  line  with  the  re- 
vised B-2  acquisition  program  and  is  based  on  the  reduced  congressional  authoriza- 
tion of  20  aircraft.  Under  this  concept,  Whiteman  Air  Force  Base  will  be  the  sole 
operating  location  for  the  B-2.  Originally  it  was  planned  to  perform  depot  mainte- 
nance at  Tinker  Air  Force  Base,  Oklahoma,  but  the  maintenance  concept  was  re- 
evaluated. OSD  submitted  a  depot  report  to  Congress  on  February  6,  1995  dividing 
the  depot  maintenance  between  Tinker  Air  Force  Base  and  Palmdale,  California. 

Joint  Stars. — We  are  requesting  $6.9  million  for  one  project  at  Robins  Air  Force 
Base,  Georgia,  to  provide  the  facility  needed  to  support  the  beddown  of  the  Joint 
Stars  aircraft.  Robins  Air  Force  Base  is  the  single  main  operating  base  for  the  19 
primary  assigned  aircraft.  Prior  year  MILCON  to  support  Joint  Stars  at  Robins  Air 
Force  totals  $66.5  million.  Future  MILCON  requirements  at  Robins  Air  Force  Base 
totals  $55.0  million.  There  are  two  forward  operating  locations,  one  in  Europe  at 
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RAF  Fairford,  United  Kingdom,  and  one  in  the  Pacific,  as  yet  to  be  determined. 
These  will  reouire  operations,  maintenance,  and  support  facilities. 

Composite  Wing. — The  Composite  Wings  are  estaolished  at  Mountain  Home  Air 
Force  Base,  Idaho;  Moody  Air  Force  Base,  Georgia,  and  Pope  Air  Force  Base,  Nor^ 
Carolina.  Prior  year  funding  at  Pope  Air  Force  Base  and  Moody  Air  Force  Base  to- 
tals $49.9  million.  The  facilities  at  Mountain  Home  Air  Force  Base  were  BRAC- 
funded.  For  fiscal  year  1996,  we  are  requesting  a  total  of  $15.6  million  for  one 
proiect  at  Pope  Air  Force  Base  and  three  projects  at  Moody  Air  Force  Base.  This 
will  complete  the  MILCON  reauirements  for  Moody  Air  Force  Base.  Future 
MILCON  budget  requests  will  address  facilities  to  complete  the  beddown  at  Pope 
Air  Force  Base. 

C-77.— The  C-17  aircraR  will  replace  the  aging  C-141.  The  current  MILCON  pro- 
gram supports  the  requirement  to  beddown  40  aircraft.  Charleston  Air  Force  Base, 
South  Carolina,  is  the  operational  base  for  the  40  C-17s.  Altus  Air  Force  Base, 
Oklahoma,  is  the  training  base.  Milestone  III-B  decision,  due  in  November  1995, 
will  determine  if  additional  aircraft  will  be  acquired  and  what  the  additional  basing 
requirements  will  be.  Prior  year  projects  at  Charleston  Air  Force  Base  total  $83.1 
million  and  at  Altus  Air  Force  Base,  $70.7  million.  The  fiscal  year  1996  program 
is  for  two  projects  at  Charleston  Air  Force  Base  totaling  $6.9  million. 

MILSTAR. — MILSTAR  is  the  next  generation  satellite  communications  system 
and  is  designed  to  provide  more  secure  and  jam-resistant  communications.  MILCON 
funding  for  the  MILSTAR  program  began  in  fiscal  year  1990  and  totals  $11.44  mil- 
lion for  seven  projects  at  seven  locations.  The  fiscal  year  1996  proiect  is  for  $850 
thousand  at  Elmendorf  Air  Force  BASE,  Alaska,  for  a  facility  to  house  auxiliary 
generators,  automatic  transfer  equipment,  and  unintemopted  power  supply.  TTiis 
proiect  completes  the  MILCON  requirements  for  the  MILSTAR  projfram. 

Squadron  Operations  I  Aircraft  Maintenance  Units. — This  is  an  Air  Force  initiative 
to  provide  adequate  facilities  to  jointly  house  the  consolidated  aircraft  operators  and 
flirfitline  maintainers  as  part  of  the  objective  wing.  The  fiscal  year  1996  program 
will  provide  nine  squad  OPS/AMU  facilities  for  a  total  of  $53.4  million.  Seven  are 
for  Air  Mobility  Command  Bases  and  two  for  Air  Combat  Command  Bases. 

Environmental  Compliance  Projects. — The  Active  Air  Force  MILCON  program  for 
mandatory  environmental  compliance  requirements  continues  to  receive  strong  em- 
phasis. We  have  requested  for  fiscal  year  1996  a  total  of  $68.0  million  for  28 
projects.  Our  program  focuses  on  environmental  projects  for  wastewater  and 
stormwater  collection  and  treatment  systems,  emission  control  facilities,  fire  fighter 
training  facilities,  underground  storage  tanks  and  landfill  closures. 

These  projects  were  developed  to  satisfy  two  specific  categories  of  requirements. 
The  first  category  responds  to  Level-I  requirements,  referring  to  facilities  currently 
out  of  compliance  with  environmental  laws  or  regulations,  including  those  which  are 
the  subject  of  a  compliance  agreement.  The  second  category  is  Level-II,  projects  nec- 
essary to  meet  a  future  compliance  deadline,  but  where  fiscal  year  1997  funding 
would  be  too  late.  An  important  subset  of  our  Level-II  projects  meets  the  need  to 
upgrade  underground  storage  tanks  to  new  standards  by  1998.  By  the  end  of  fiscal 
year  1995  we  will  have  upgraded  81  percent  of  our  underground  storage  tanks,  and 
the  fiscal  year  1997  program,  with  three  projects  for  $6.3  million,  will  complete  the 
requirement. 

Shape  Tomorrow's  Air  Force 

F-22  Advanced  Tactical  Fighter. — The  project  at  Edwards  Air  Force  Base,  Califor- 
nia, for  $12.1  million  is  to  add  to  and  alter  an  engineering  test  facility  to  support 
the  Engineering  and  Manufacturing  Development  (EMD)  phase  of  the  F-22  pro- 
gram. Tne  first  F-22  EMD  aircraft  is  scheduled  for  delivery  in  fiscal  year  1996. 

Anechoic  Chamber. — The  Anechoic  Chamber  proiect  at  Edwards  Air  Force  Base, 
California,  is  $11.1  million.  It  will  construct  two  floors  in  an  unfinished  portion  of 
the  existing  Anechoic  Chamber  and  alter  and  upgrade  existing  space.  The  facility 
also  supports  Navy  test  programs  in  addition  to  Air  Force  programs. 

Support  Our  People. — Our  quality  of  life  projects  improve  the  living  standards  of 
our  Air  Force  personnel  and  their  families.  These  projects  have  a  direct  link  to  their 
morale  and  retention,  which  in  turn,  directly  impacts  readiness.  Our  fiscal  year 
1996  request  includes  24  permanent  party  dormitory  projects  valued  at  $132.55  mil- 
lion. There  are  five  child  development  centers  providing  1,089  spaces  in  the  fiscal 
f'ear  1996  budget  at  a  cost  of  $14.4  million  and  four  visiting  quarters  for  $25.1  mil- 
ion. 

Planning  and  Design. — Our  request  for  fiscal  year  1996  planning  and  design  is 
$30.8  million.  These  funds  are  required  to  complete  design  for  the  fiscal  year  1997 
construction  program  and  to  achieve  35  percent  design  for  our  fiscal  year  1998 
projects. 
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Unspecified  Minor  Construction  (P-341)  Funds). — We  have  requested  $9.03  mil- 
lion in  fiscal  year  1996  for  unspecified  minor  construction  funds  (P-341),  which  pro- 
vide the  Air  Force  with  its  primary  means  of  responding  to  small,  unforeseen 
MILCON  requirements — a  critical  need  in  the  dynamics  of  the  Air  Force  today.  The 
rapid  rate  of  change  taking  place  in  the  Air  Force  is  putting  a  strain  on  this  ac- 
count. From  fiscal  year  1990  through  1994,  a  total  of  $10,654  million  was  repro- 
grammed  into  the  account  to  fund  urgent  requirements.  The  fiscal  year  1995  funds 
are  fully  obligated,  and  we  need  again  to  reprogram  funds  in  fiscal  year  1995  to 
keep  up  with  unforeseen  requirements. 

MILITARY  FAMILY  HOUSING 

As  in  years  past,  the  Air  Force  leadership  considers  Military  Family  Housing  to 
be  one  oi  its  most  important  programs.  We  are  convinced  that  no  other  facility  pro- 
gram influences  the  performance  and  commitment  of  our  people  as  much  as  having 
quality  homes  for  their  families. 

Maintaining  the  quality  of  our  family  housing  program  is  even  more  important 
in  this  era  of  overseas  reductions,  domestic  base  closures,  major  force  reductions  and 
ongoing  reorganization  of  the  Air  Force.  These  unavoidable  adjustments  to  our 
forces  and  facilities  are  a  reflection  of  the  times  we  live  in  and,  although  they  are 
necessary  to  properly  downsize  our  establishment,  these  adjustments  are  also  dis- 
ruptive to  military  families.  Therefore,  it  is  imperative  that  we  provide  them  the  se- 
curity and  quality  of  life  they  are  entitled  to  in  their  homes. 

It  is  DOD  policy  to  rely  first  on  local  community  housing  for  Air  Force  families. 
Where  the  local  community  does  not  provide  sufficient  homes,  we  meet  the  remain- 
ing requirement  with  Military  Family  Housing.  Our  fiscal  year  1996  budget  request 
for  family  housing  includes  a  limited  number  of  new  homes,  replacement  of  old 
houses,  improvements  to  our  existing  housing  inventory,  and  operation  and  mainte- 
nance funds  to  properly  manage  our  inventory  of  homes.  The  capital  investment  por- 
tion of  the  request — $249  million — continues  to  emphasize  the  "whole  house/wnole 
neighborhood  improvement  program,"  to  bring  the  Air  Force's  older  homes  up  to 
contemporary  standards  through  comprehensive  revitalization  or  replacement. 
Eighty-iour  percent  of  our  fiscal  year  1996  request  for  capital  improvements  re- 
places or  revitalizes  homes  for  junior  enlisted  families. 

Housing  Improvements 

This  program  has  been  extremely  successful.  The  Air  Force  has  improved  over 
18,000  homes  since  1988.  Under  the  "whole  house"  concept,  worn-out  bathrooms  and 
kitchens  are  updated,  obsolete  utility  and  structural  systems  are  replaced,  addi- 
tional living  space,  as  permitted  by  law,  is  provided,  and  at  the  same  time,  all  re- 
quired maintenance  and  repair  is  accomplished.  The  result  is  a  very  cost-effective 
investment  that  extends  the  life  of  these  houses  25  years.  In  addition,  the  "whole 
neighborhood"  program  provides  recreation  areas,  landscaping,  playgrounds  and 
utility  support  systems  to  give  us  attractive  and  functional  housing  communities. 

Our  fiscal  year  1996  improvement  request  is  for  $94  million  to  revitalize  944 
homes,  improve  two  housing  support  facilities  and  accomplish  numerous  neighbor- 
hood improvements. 

New  Construction 

We  are  requesting  $155  million  in  fiscal  year  1996  to  construct  176  new  houses 
and  1,027  replacement  houses  at  19  CONUS  bases  and  one  overseas  base;  and  to 
replace  13  housing  support  facilities. 

The  1,027  replacement  units  replace  homes  that  are  no  longer  economical  to  im- 

Rrove.  New  family  housing  construction  is  only  planned  for  Pope  Air  Force  Base, 
forth  Carolina  (104  houses),  and  Whiteman  Air  Force  Base,  Missouri  (72  houses). 
Both  of  these  projects  are  for  junior  enlisted  families. 

Finally  we  are  requesting  funds  to  replace  13  badly  deteriorated  and  uneco- 
nomical family  housing  management  offices  and  maintenance  facilities.  It  is  impor- 
tant to  provide  good  quality  facilities  where  Air  Force  families  can  be  assisted  in 
their  housing  search  and  home  maintenance  needs  by  our  Family  Housing  profes- 
sionals. 

Operations,  Utilities  and  Maintenance 

Our  fiscal  year  1996  request  for  family  housing  operations,  utilities  and  mainte- 
nance is  $733.5  million.  These  funds  are  necessary  to  operate  and  maintain  the 
nearly  114,0(X)  homes  in  the  Air  F'orce  inventory,  representing  a  replacement  value 
of  $12.5  billion.  Approximately  80  percent  of  this  requested  funding  represents  the 
Air  Force's  obligation  as  homeowners  for  items  such  as  repairs,  change-of-occupancy 
maintenance,  utilities  and  refuse  collection.  The  remaining  20  percent  is  applied  to 
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major  maintenance  contracts  that  fix  the  deteriorating  infrastructure  such  as  elec- 
trical distribution  systems,  streets  and  roofs. 

Leasing 

We  have  requested  $115.7  million  for  leasing  both  domestic  and  overseas  houses. 
We  have  increased  in  fiscal  year  1996  the  number  of  leases  at  Aviano  Air  Base, 
Italy,  to  support  a  mission  realignment.  We  are  also  leasing  units  at  Singapore  to 
provide  suitaole,  safe  housing  for  our  assigned  families. 

Our  fiscal  year  1996  Military  Family  Housing  budget  request  reflects  our  commit- 
ment to  put  "people  first"  by  providing  quality  homes  for  our  families.  We  ask  for 
the  support  of^the  committee  m  approving  the  full  request  for  our  Military  Family 
Housing  program. 

MILITARY  CONSTRUCTION  FOR  THE  AIR  NATIONAL  GUARD 

Program  Overview 

Included  in  the  Department  of  the  Air  Force  MILCON  budget  reauest,  the  Air  Na- 
tional Guard  request  for  fiscal  year  1996  totals  $85.6  million,  including  $76.9  mil- 
lion for  Military  Construction,  $4.6  million  for  Planning  and  Design,  and  $4.1  mil- 
lion for  Unspecified  Minor  Construction.  This  will  support  the  readiness  of  Air 
Guard  units  and  continue  the  modification  of  facilities  to  support  our  new  aircraft 
inventory.  It  will  also  ensure  compliance  with  environmental  laws  and  regulations 
at  35  locations  across  the  United  States  and  territories.  The  program  is  approxi- 
mately two-thirds  of  our  request  for  fiscal  year  1995  and  one-third  of  what  was  au- 
thorized for  fiscal  year  1995.  It  addresses  only  our  most  urgent  needs. 

New  Mission 

New  mission  requirements  account  for  $35.2  million  for  16  projects  at  9  locations 
in  support  of  unit  conversions.  The  majority  of  the  budget  request  supports  con- 
struction of  facilities  in  support  of  C-130,  F-16,  and  KC-135  aircraft. 

Unspecified  Minor  Construction 

As  in  the  Active  duty  Air  Force,  mission  and  force  structure  changes  often  require 
the  flexibility  allowed  by  the  unspecified  minor  construction  authority.  For  the  Air 
National  Guard,  $4.1  million  is  requested  for  this  account  to  support  the  rapid  rate 
of  changes  impacting  our  facility  requirements.  In  addition,  the  requirements  for 
temporary  arrangements  during  aircraft  conversions  compel  us  to  rely  heavily  upon 
this  authority  to  maintain  mission  capability. 

Planning  and  Design 

The  Air  National  Guard  request  includes  $4.6  million  in  Planning  and  Design 
funds  in  order  to  proceed  with  design  of  the  fiscal  year  1997  and  1998  programs. 

Environmental  Compliance 

Environmental  Compliance  will  require  $12.4  million  for  17  projects  at  16  loca- 
tions. Seven  of  these  projects  are  for  the  removal  or  replacement  of  underground 
storage  tanks  as  required  by  the  Resource  Conservation  and  Recovery  Act.  Four  of 
the  projects  are  to  bring  heating  and  air  conditioning  systems  into  compliance  with 
environmental  regulations.  The  majority  of  the  remaining  projects  are  for  de-icing 
and  sanitary  sewer  line  improvements. 

Current  Mission 

The  Air  Guard  has  $29.4  million  for  18  projects  at  15  locations  in  support  of  the 
Current  Mission.  Last  year  the  Guard  had  no  Current  Mission  projects  due  to  nu- 
merous conversions  and  environmental  deficiencies.  The  fiscal  year  1996  projects 
support  Guard  quality  of  life  and  facility  modernization  programs. 

MILITARY  CONSTRUCTION  FOR  THE  AIR  FORCE  RESERVE 

Program  Overview 

Rounding  out  the  total  Air  Force  MILCON  request,  the  Air  Force  Reserve  request 
for  fiscal  year  1996  totals  $27.0  million.  It  includes  $20.1  million  for  Major  Con- 
struction projects  in  five  States,  $4.2  million  for  Unspecified  Minor  Construction, 
and  $2.7  million  in  Planning  and  Design.  This  equates  to  96  percent  of  our  request 
for  fiscal  year  1995  but  only  47  percent  of  our  fiscal  year  19i95  authorization.  The 
current  mission  MILCON  projects  support  efforts  to  provide  adequate  training  and 
working  conditions  for  our  people  and  to  upgrade  our  infrastructure.  The  Environ- 
mental MILCON  projects  are  needed  to  compW  with  the  law. 

However,  the  Air  Force  Reserve  MILCON  budget  request  for  fiscal  year  1996  re- 
mains consistent  with  our  long-range  facility  investment  strategy.  This  strategy 
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prioritizes  our  MILCON  into  four  categories.  The  first  and  most  important  priority 
IS  to  comply  with  environmental  laws  and  regulations.  Our  second  priority  is  to  bed- 
down  new  missions  and  support  force  structure  realignments.  Our  third  priority,  a 
subdivision  of  current  mission  MILCON,  is  to  provide  adequate  training  and  work- 
ing facilities  for  our  people.  Our  fourth  and  final  priority,  and  the  remaining  portion 
of  our  current  mission  MILCON,  is  to  provide  efficient,  reliable  infrastructure  at  our 
bases. 

Environmental  Compliance 

The  top  facility  priority  in  our  fiscal  year  1996  program  is  to  satisfy  our  Level- 
I  Environmental  Compliance  requirements.  Our  $4.05  million  fiscal  year  1996  envi- 
ronmental program  will  provide  environmentally  safe  fire-fighter  training  facilities 
and  upgrade  a  oase  water  distribution  system. 

New  Mission 

Having  ensured  Environmental  Compliance,  the  next  Reserve  facility  priority  is 
New  Mission  requirements.  In  fiscal  year  1996,  we  request  $7.58  million  for  two 
projects  that  support  an  increase  of  C-130  aircraft,  at  Youngstown  Air  Reserve  Sta- 
tion, Ohio. 

Current  Mission 

Our  Current  Mission  requirements  for  fiscal  year  1996  total  $8,503  million.  Our 
fiscal  year  1996  program  nas  two  projects  which  provide  adequate  training  and 
working  conditions — we  will  be  constructing  a  composite  maintenance  facility  and 
a  fuels  systems  maintenance  hangar. 

Unspecified  Minor  Construction 

The  Air  Force  Reserve  request  for  Unspecified  Minor  Construction  is  $4,169  mil- 
lion in  fiscal  year  1996.  As  in  the  case  of  the  Active  duty  Air  Force  and  the  Air  Na- 
tional Guard,  this  authority  provides  the  Reserve  with  its  primary  means  of  re- 
sponding to  small  unforeseen  MILCON  requirements.  The  rapid  rate  of  change  in 
the  Air  Force  and  the  rapid  rate  of  aircraft  conversions  place  extraordinary  demands 
on  this  account.  To  respond  to  these  changes,  we  need  the  strong  support  of  this 
committee  for  this  request. 

Planning  and  Design 

Our  Planning  and  Design  request  for  fiscal  year  1996  is  $2.7  million.  These  fiinds 
are  required  to  complete  design  for  the  fiscal  year  1997  MILCON  program,  achieve 
65  percent  design  for  our  fiscal  year  fiscal  year  1998  program,  achieve  35  percent 
design  of  the  fiscal  year  1999  program,  and  fully  design  all  late-to-need  new  mission 
MILCON  projects. 

BASE  CLOSURE  ACCOUNTS 

Air  Force  requirements  that  are  included  in  the  Defense  fiscal  year  1996  budget 
requests  for  the  Base  Closure  Accounts  are  designed  to  support  the  President's  Five 
Part  program  by  continuing  to  close  bases  as  quickly  and  efliciently  as  possible 
while  making  properties  available  to  communities  for  economic  reinvestment  at  the 
earliest  opportunity  within  available  funds.  As  part  of  the  Defense  budget,  the  Air 
Force  request  reflects  a  thorough  review  of  all  remaining  requirements,  and  careful 
budgeting  to  fulfill  validated  requirements  to  the  greatest  extent  possible  within  the 
budget  constraints  of  the  Defense  Department.  Tne  Air  Force  has  significantly  im- 
proved execution  of  the  BRAC  program,  effectively  eliminating  the  unobligated  bal- 
ances of  past  years.  As  a  result  oi  these  initiatives,  we  budgeted  $168.7  million  for 
the  BRAG  1991  account  and  $265.9  million  for  BRAC  1993.  Based  on  the  experience 
gained  from  the  first  three  BRAC  rounds  we've  also  requested  $93.5  million  to  meet 
BRAC  1995  requirements  in  fiscal  year  1996. 

The  Department  has  been  and  continues  to  be  committed  to  timely,  thorough  en- 
vironmental restoration  and  a  smooth  transition  of  closing  bases  to  civilian  uses  as 
soon  as  possible.  In  addition  to  turning  over  closure  bases  for  reuse,  we  continue 
the  realignment  beddown  process  at  remaining  installations  to  ensure  base  closure 
does  not  disrupt  our  operational  requirements  nor  the  quality  of  life  issues  affecting 
our  force  structure.  We  need  and  appreciate  the  assistance  of  this  committee  in 
order  to  continue  to  fully  support  these  objectives. 

NATO  SECURITY  INVESTMENT  PROGRAM 

Finally,  I  would  like  to  address  the  importance  of  the  NATO  Security  Investment 
program  to  the  Air  Force  European  Mission.  NATO  is  the  principal  source  of  fund- 
ing for  the  restoration  and  upgrade  of  existing  operational  facilities,  as  well  as  for 
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new  construction  required  at  our  European  installations.  As  a  consequence  of  last 
month's  $33  million  dollar  rescission  of  fiscal  year  1995  funds  for  the  U.S.  share  of 
this  prograni,  critically  important  projects  for  the  beddown  of  the  F-16  Fighter  Wing 
at  Aviano  Air  Base,  Italy,  and  for  support  of  provide  comfort  at  Incirlik  Air  Base, 
Turkey,  will  be  delayed  until  at  least  1996. 

We  strongly  urge  the  Congress  to  take  whatever  actions  available  to  restore  the 
rescinded  funds,  and  to  give  every  consideration  to  full  funding  of  DOD'S  fiscal  year 
1996  request  of  $179  million  for  the  NATO  Security  Investment  Program. 

CONCLUSION 

In  conclusion,  Mr.  Chairman,  I  want  to  thank  the  committee  for  its  strong  past 
support  of  the  total  Air  Force  Military  Construction  Program  and  the  benefits  this 
has  provided  to  the  Air  Force  in  readiness,  retention,  recruiting,  reduced  if  training 
costs  and  quality  performance  of  our  personnel. 

I  opened  by  mdicating  that  one  of  my  greatest  challenges  is  to  properly  reduce 
our  facilitv  and  basing  infrastructure  to  an  affordable  si^e  consistent  with  force 
structure  levels  and  planned  missions.  It  must  be  accomplished  without  compromis- 
ing quality.  I'm  firmly  committed  to  maintaining  quality  as  an  obligation  we  have 
to  the  men  and  women  who  serve  our  country  as  Air  Force  members  and  their  fami- 
lies. 

It  will  be  difTicult  to  meet  the  sometimes  competing  objectives  of  reducing  the  size 
of  the  plant  to  an  affordable  level  by  making  the  necessary  capital  investment  up 
front  wnile  pushing  ahead  to  improve  the  quality  of  the  facilities  we  retain.  But  I 
look  forward  to  tackling  these  challenges,  and  to  working  with  the  committee  on 
these  goals. 

Thank  you  Mr.  Chairman,  and  Members  of  the  committee,  my  colleagues  and  I 
will  be  most  happy  to  answer  any  questions  you  may  have. 

Senator  McCaen.  Thank  you  very  much,  Mr.  Dishner. 

I  would  like  to  ask  each  of  the  three  of  you — not  you,  Mr. 
Bayer — to  do  me  a  favor.  Take  a  look  at  the  BRAC  process  as  we 
have  gone  through  these  iterations — 1988,  1991,  1993,  1995^and 
indicate  briefly  where  we  have  improved  and  where  we  still  need 
to  improve  the  process.  I  think,  with  the  small  number  of  bases 
that  are  going  to  be  closed,  we  are  probably  going  to  have  another 
base  closing  round  somewhere  around  1998.  I  do  not  think  we  are 
through,  yet.  I  just  think  that  the  list  was  too  small;  the  defense 
budget,  in  my  opinion,  is  going  to  continue  to  decline,  despite  Sen- 
ator Glenn's  and  my  best  efforts. 

I  would  like  you  to  include  in  that  look,  without  making  it  a  huge 
month-long  study — I  mean,  the  issues  have  been  studied  to  death — 
say  five  bases,  some  of  them  that  we  really  did  well  and  one  that 
we  did  sort  of  well,  on  down  to  bad,  so  that  I  can  have  something 
to  look  at  as  a  sort  of  concrete  example  of  this  process.  If  that  is 
too  difficult,  tell  me.  Would  you? 

I  have  heard  some  stories  where  the  bases  have  been  closed — 
they  have  formed  a  partnership  with  the  State,  the  local  commu- 
nity, the  county,  and  the  towns  and  it  has  been  transferred  and  ev- 
erybody is  happy.  Within  5  to  10  years  there  is  more  coming  into 
the  economy  than  when  the  base  was  a  military  operation. 

Then  I  also  hear  horror  stories  about  the  Pentagon  resembling 
a  10,000  pound  sponge,  and  that  people  cannot  get  any  kind  of  re- 
action. Their  input  is  not  heeded  and  the  cleanup  goes  awry.  And, 
you  know,  there  is  a  range  of  stories  here  it,  and  I  would  like,  if 
you  do  not  mind,  if  you  would  give  me  some  concrete  examples  of 
the  good  things  that  were  done  and  the  bad  things  with  any  obvi- 
ous recommendations  you  might  have. 

I  would  say  the  results  have  been  extremely  mixed  as  to  what 
the  base  closing  process  has  been  all  about.  I  think  one  thing  is 
clear,  but  not  without  logic,  that  we  grossly  overestimated  the 
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amount  of  revenue  we  would  get  out  of  it  by  closing  the  bases.  We 
took  it  for  granted  that  there  would  be  a  whole  lot  of  people  out 
there  that  wanted  to  buy  up  every  piece  of  land,  and  that  clearly 
was  not  the  case.  We  also  underestimated  the  cleanup  cost,  that 
should  not  have  been  surprising. 

But  there  are  comparable  sized  bases  with  comparable  problems 
and  comparable  cleanup  challenges  in  different  States  where  one 
operation  went  very  smoothly  and  one  operation  was  filled  with 
problems.  These  differences  should  not  have  existed,  in  my  view. 
I  would  appreciate  it  if  you  would  look  at  it,  especially  in  light  of 
the  fact  that  we  have  another  round  that  is  going  to  be  published, 
we  are  going  to  have  to  address  that,  and  then  I  think  there  is 
going  to  be  another  one  in  1998.  So,  I  would  appreciate  it  if  you 
would  do  that  for  the  committee. 

Mr.  Bayer,  how  long  does  it  take  to  get  approval  in  funding  for 
a  NATO  infrastructure? 

Mr.  Bayer.  Well,  on  average  and  for  normal  times,  it  is  about  18 
months.  But  as  you  well  know,  the  alliance  has  been  under  a  good 
deal  of  turbulence  itself,  just  as  we  have,  and  the  whole  thrust  of 
the  infrastructure  program  has  changed  as  the  alliance  require- 
ments and  strategy  have  changed.  So  those  times  have  been  drawn 
out  over  the  last  2  or  3  years.  They  have  a  new  program  now.  I 
would  be  disingenuous  if  I  did  not  think  NATO  was  still  going  to 
be  subject  to  further  revision  as  it  perhaps  expands  and  the  politi- 
cal realities  become  clearer.  That  is  approximately  the  timeframe 
we  are  looking  at. 

Senator  McCain.  In  1994,  the  Appropriations  Committee  deleted 
$500  million  from  the  BRAC  account  to  fund  a  supplemental  appro- 
priations bill.  The  rationale  for  this  reduction  was  that  the  Depart- 
ment had  over  $1  billion  in  unobligated  funds  in  the  account.  As 
of  February  1995  the  Department  reports  an  unobligated  balance 
exceeding  $1.5  billion.  Will  the  Department  obligate  all  the  BRAC 
funds  for  1995? 

Mr.  Bayer.  I  expect  that  we  will  obligate  not  only  fiscal  year 
1995  funds,  but  draw  down  that  unobligated  balance  from  prior 
year  funds,  as  well.  There  has  been  a  real  learning. 

Senator  McCain.  Would  you  not  want  to  draw  down  the  balance 
first? 

Mr.  Bayer.  Well,  it  depends  on  which  BRAC  account  the  money 
has  been  earmarked  for. 

Senator  McCain.  I  see. 

Mr.  Bayer.  So  it  is  not  quite  so  simple. 

Senator  McCain.  Are  you  confident  we  are  not  going  into  next 
year,  that  they  are  looking  for  a  supplemental,  and  that  there  is 
a  whole  lot  of  unobligated  money? 

Mr.  Bayer.  We  are  doing  our  darndest,  and  the  services  are  the 
ones  that  are  working  very  diligently  to  get  that  money  obligated. 
I  would  say  the  Navy  has  been  perhaps  the  most  diligent  in  that 
regard.  In  fact,  they  have  been  loaned  money  from  the  other  serv- 
ices. 

Mr.  PiRlE.  If  anybody  has  any  left  over,  we  would  be  glad  to  help 
them  with  this. 

Senator  McCain.  Mr.  Johnson. 


261 

Mr.  Johnson.  We  plan  to  have  it  all  obligated  by  September  30, 
1995,  all  three  rounds. 

Senator  McCain.  Mr.  Dishner. 

Mr.  Dishner.  We  will  be  very  close  to  that  date. 

Senator  McCain.  How  do  you  monitor  the  obligations  in  the 
BRAC  account? 

Mr.  Bayer.  Well,  the  major  method  of  monitoring  is  through  the 
financial  accounting  system.  The  Defense  Financing  and  Account- 
ing Service  provides  back  to  the  military  services  and  departments 
obligations  that  have  taken  place  through  the  entire  financial  proc- 
ess. So  that  is  the  major  way  we  do  it.  The  other  way,  frankly,  is 
to  look  at  a  results-oriented  posture,  and  that  is  how  quickly  are 
we  able  to  draw  the  flag  down  and  reduce  our  reliability.  There  is 
a  tremendous  incentive  on  the  part  of  the  services  to  do  that,  so 
perhaps  they  did  not  understand  earlier  on  in  the  BRAC  process. 

Senator  McCain.  Mr.  Johnson,  on  April  28  the  article  in  the 
Washington  Post  reported  the  Department  of  Defense  will  spend 
$64  million  this  year  to  help  turn  the  Presidio  in  San  Francisco 
into  a  showplace  urban  National  Park.  The  cost  includes  $8.6  mil- 
lion for  building  repairs  and  seismic  upgrades,  and  $3.7  million  for 
operating  costs.  Why  are  these,  costs  being  charged  to  the  Depart- 
ment of  Defense? 

Mr,  Johnson.  I  read  that  article,  and  actually,  you  have  to  go 
back  to  our  total  operating  cost.  When  we  were  going  full-bore  at 
Presidio,  it  was  $45.5  million  a  year.  We  turned  it  over  to  the  Park 
Service  on  October  1,  1994,  but  then  we  were  retaining  25  percent 
of  the  infrastructure  as  a  result  of  the  redirection  of  BRAC  1993. 

Senator  McCain.  How  much  of  the  infrastructure? 

Mr.  Johnson.  25  percent.  We  were  going  to  keep  that  much,  and 
our  share  of  that  cost  was  about  $12  million  that  we  were  going 
to  pay  in  operations  and  maintenance  to  keep  6th  Army  there  be- 
cause it  had  been  redirected  by  BRAC  1993.  Of  that  amount  $3.7 
million  was  the  estimate  of  what  we  were  going  to  give  to  the  Na- 
tional Park  Service  for  common  services.  Tike  mowing  the  grass, 
keeping  the  roads,  fire  protection,  etc.  within  25  percent  of  the  in- 
frastructure that  we  were  retaining. 

Now,  we  had  $202  million  programmed  in  fiscal  years  1990-1995 
to  execute  the  BRAC  law  for  the  Presidio,  and  we  have  obligated 
$143  million  of  that.  $102  million  was  programmed  for  environ- 
mental cleanup;  we  have  obligated  $46  million.  That  obligation  was 
before  they  got  the  $52  million  for  fiscal  year  1995,  I  presume,  that 
we  are  going  to  spend.  We  have  it  programmed  at  $52  million,  but 
we  are  obligated  to  clean  up  the  installation.  We  also  had  $80.8 
million  programmed  for  construction  at  other  gaining  installations; 
for  example,  we  will  move  parts  of  Letterman  General  Hospital  to 
Fort  Bragg  and  other  places.  We  had  $19  million  for  relocation  of 
people.  That  has  been  obligated  and  expended.  Additionally,  out- 
side of  BRAC,  there  is  $79  million  that  was  congressionally  di- 
rected expenditure  on  infrastructure  improvements.  That  is  to  fix 
up  the  water,  sewer,  roads,  and  whatnot  to  bring  it  up  to  standards 
for  reuse.  That  was  directed  by  Congress. 

Senator  McCain.  That  was  directed  by  Congress? 

Mr.  Johnson.  Congressional  direction,  yes,  sir. 

Senator  McCain.  In  what  form? 
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Mr.  Johnson.  In  congressiortal  language. 

Senator  McCain.  Was  that  in  report  language? 

Mr.  Johnson.  Report  language. 

Senator  McCain.  Which  you  know  does  not  have  the  force  of 
law? 

Mr.  Johnson.  Well,  I  understand. 

Senator  McCain.  I  see.  And  what  year  was  that  report  language? 

Mr.  Johnson.  In  1990. 

Senator  McCain.  1990,  nine-zero? 

Mr.  Johnson.  Well,  1990  to  1995  was  the  total— in  1990  we  got 
the  congressional  directive  expenditure,  and  they  said  to  spend  the 
$79  minion.  We  have  spent  all  but  $8.6  million  of  that.  There  is 
$10  million  that  was  authorized  in  fiscal  year  1995  for  the  Army 
for  emergency  repairs  to  the  infrastructure  at  the  Presidio,  and  we 
still  have  the  $8.6  million  which  they  refer  to  here,  but  that  has 
been  directed  to  be  given  to  the  Presidio. 

That  is  the  whole  story  on  it,  and  we  are  obligated  to  do  that. 

Senator  McCain.  I  would  love  to  see  that  in  writing,  Mr.  John- 
son, because  you  obviously  went  a  little  fast  there.  Was  it  the  1990 
authorization  bill  language,  report  language,  or  was  it  the  appro- 
priations bill?  Or  what? 

Mr.  Johnson.  In  1992,  it  was  from  the  O&M  for  the  Presidio 
emergency  and  deferred  maintenance.  1993  was  the  1993  Depart- 
ment of  Defense  Appropriations  Act,  Army  O&M  for  the  Presidio, 
$22.3  million.  $27  million  was  the  1993  Department  of  Defense  Ap- 
propriations Act. 

Senator  McCain.  Report  language? 

Mr.  Johnson.  No,  this  was  the  Department  of  Defense  Appro- 
priations Act. 

Senatx)r  McCain.  Mr.  Johnson,  an  act  has  report  language  in  it. 
Was  it  in  the  bill  itself,  or  was  it  in  the  report  language? 

Mr.  Johnson.  I  believe  it  was  in  the  bill.  It  was  in  the  bill,  listed 
as  an  item  in  the  appendix  on  the  bill  saying  what  we  were  sup- 
posed to  spend  at  the  Presidio. 

Senator  McCain.  In  the  appendix  of  the  bill? 

Mr.  Johnson.  The  listing. 

Senator  McCain.  Mr.  Johnson,  let  me  suggest  that  you  get  your 
ducks  in  a  row  and  give  me  a  complete  and  comprehensive  report 
where  the  funding  came  from;  where  the  language  came  from, 
whether  it  was  bill  or  report  language;  how  the  money  was  spent; 
and  under  what  circumstances.  I  would  appreciate  it  if  you  would 
provide  that  for  the  record,  and  then  I  will  not  waste  both  your 
time  and  mine. 

Mr.  Johnson.  Okay. 

[The  information  follows:] 

BRAG  Accounts 

Between  fiscal  year  1992  and  fiscal  year  1995,  there  has  been  a  total  of  $79.3  mil- 
lion applied  by  the  Army  against  infrastructure  repair  and  improvements  at  the 
Presidio  of  San  Francisco.  Of  this  amount,  the  Army  spent  $10  million  from  fiscal 
year  1992  DMA  for  certain  Backlog  of  Maintenance  and  Repair  (BMAR)  projects. 
The  remaining  $69.3  million  was  directed  by  public  law  or  language  in  fiscal  year 
1993  through  fiscal  year  1995  to  be  spent  for  infrastructure  repair  or  improvements 
at  the  Presidio. 

In  1992,  as  part  of  an  agreement  negotiated  between  Department  of  the  Army  and 
Department  of  the  Interior,  the  two  Departments  agreed  on  a  list  of  Presidio  infra- 
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structure  rehabilitation  requirements.  Jointly  developed  cost  estimates  for  this  list 
totaled  $62.09  million.  Of  this  amount,  the  Army  agreed  to  fund  $20  million  of  the 
total  which  was  identified  as  Backlog  of  Maintenance  and  Repair  (BMAR).  The  re- 
maining amount,  $42  million,  was  identified  as  National  Park  Service  required  up- 
grades Tor  future  use. 

In  fiscal  year  1992,  the  Army  transferred  $10  million  above  normal  annual  operat- 
ing requirements  from  its  Operations  and  Maintenance,  Army  (OMA)  Real  Property 
Maintenance  Account  (RPMA)  to  the  Presidio  as  the  first  payment  against  the 
BMAR  backlog. 

In  fiscal  year  1993,  the  Department  of  Defense  (DOD)  Appropriations  Act  Con- 
ference Report  identified  a  line  item  in  OMA  of  $22.3  million  for  Presidio  Real  Prop- 
erty Maintenance.  The  Conference  Report  and  the  Appropriations  Act  required  that 
of  the  funds  appropriated  under  that  paragraph,  $14  million  "shall  be  available  for 
Presidio  of  San  Francisco  to  be  expended  for  ongoing  operations  and  maintenance 
costs  associated  with  the  transition  to  the  National  Park  Service,  to  be  jointly  deter- 
mined with  the  National  Park  Service."  The  Army  initially  contended  that  the  $14 
million  was  a  subset  of  the  $22.3  million  identified  as  a  line  item  in  the  Conference 
Report,  but,  in  a  separate  memorandum,  the  Office  of  Management  and  Budget 
(0MB)  stated  that  the  intent  of  Congress  was  that  the  Army  should  pay  the  $22.3 
million  in  addition  to  the  $14  million. 

Also  in  fiscal  year  1993,  the  DOD  Appropriations  Act,  DOD  RPM  Defense  re- 
quired that  "of  the  funds  identified  under  this  heading,  $27  million  shall  be  avail- 
able only  for  the  repair  of  property  identified  as  part  of  a  backlog  of  maintenance 
and  repair  projects  at  the  Presidio  of  San  Francisco." 

In  fiscal  year  1994,  the  DOD  Appropriations  Act  contained  "in  addition  to  the 
amounts  appropriated  or  otherwise  made  available  by  this  Act,  $25  million  is  hereby 
appropriated  to  the  Department  of  Defense  and  shall  be  available  only  for  transfer 
to  the  National  Park  Service,  of  which  $10  million  shall  be  available  to  repair  and 
rehabilitate  military  structures  transferred  from  the  Department  of  Defense  to  the 
National  Park  Service  as  part  of  the  Golden  Gate  National  Recreation  Area."  The 
remaining  $15  million  was  for  other  National  Paric  Service  activities  at  other  loca- 
tions and  did  not  relate  to  the  Presidio. 

In  fiscal  year  1995,  as  previously  noted,  the  DOD  Appropriations  Act  Conference 
Report  identified  a  line  item  in  OMA  of  $10  million  for  Presidio  of  San  Francisco 
Inirastructure  Improvements. 

Between  fiscal  year  1992  and  fiscal  year  1995,  there  has  been  a  total  of  $79.3  mil- 
lion applied  by  the  Army  against  infrastructure  repair  and  improvements  at  the 
Presidio  of  San  Francisco. 

Senator  McCain.  Secretary  Pirie,  I  want  to  thank  you  for  the 
thoroughness  and  detailed  response  that  you  gave  the  committee's 
advance  questions.  I  am  told  that  the  worst  housing  was  generally 
judged  to  be  in  Naples,  is  that  also  your  assessment? 

Mr.  PiRlE.  It  is,  indeed,  Mr.  Chairman. 

Senator  McCain.  And  what  is  the  current  status  of  the  request 
to  lease  the  housing  in  Naples? 

Mr.  PiRlE.  We  have  a  military  construction  project  which  is  well 
in  hand  and  underway  at  Capodicino,  which  will  solve  our  bachelor 
enlisted  quarters  problems,  headquarters  administrative  buildings, 
command  and  control  facilities,  and  the  like.  We  have  a  support 
structure  near  the  Italian  town  of  Casserta  that  we  intend  to  lease 
in  total,  which  will  include  some  500  units  of  family  housing,  with 
an  option  on  a  further  500;  school;  commissary;  and  other  support 
facilities. 

We  have  competed  that  project.  Three  Italian  companies  com- 
peted. One  has  emerged  as  the  winner.  We  are  prepared  to  award 
the  contract,  and  are  now  awaiting  permission  from  House  Appro- 
priations Military  Construction  Subcommittee.  They  have  some 
questions  with  respect  to  whether  the  contractor  has  prepared  all 
the  necessary  releases  and  plans  in  place.  We  expect  to  resolve 
those  questions  shortly;  we  will  proceed  with  the  project,  and  that 
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will  relieve  what  I  think  everybody  who  has  seen  it  says  is  a  miser- 
able housing  situation  for  our  people. 

Senator  McCain.  Thank  you,  Mr.  Secretary. 

Twenty  percent  of  the  Navy's  MILCON  funding  request  is  dedi- 
cated to  environmental  compliance.  Do  you  think  there  is  a  need 
to  provide  some  legislative  relief  fi*om  too  stringent  local  environ- 
mental restrictions?  I  would  ask  all  the  witnesses,  I  guess,  the 
same  question. 

Mr.  PiRlE.  For  the  Navy,  for  ourselves,  I  think  not.  I  think  we 
have  for  the  most  part  developed  very  good  relationships  with  com- 
mimities  and  local  regulators,  and  we  are  not  overdoing  this.  There 
are  occasions  when  you  run  into  people  who  lack  a  sense  of  propor- 
tion about  what  is  important.  My  sense  of  it  is  that  the  vast  pro- 
portion of  the  projects  for  which  we  are  asking  funding  in  this  fis- 
cal year  are  very  adequately  justified,  and,  in  fact,  a  great  many 
of  them  are  legally  required. 

Senator  McCain.  Mr.  Dishner. 

Mr.  Dishner.  Mr.  McCall,  who  was  here  previously,  could  ad- 
dress this  better.  We  have  started  a  partnership  arrangement  in 
the  Air  Force  working  with  the  local  community  and  the  State, 
being  up  front  with  the  differences  that  we  see  between  a  State  re- 
quirement, Federal  requirement,  and  EPA  requirement  as  they  re- 
late to  environmental  projects.  That  is  going  to  spin  off  big  divi- 
dends. In  fact,  this  month  is  the  third  annual  meeting  of  a  peer 
group  that  meets  down  in  Texas,  the  regulators  and  the  State  rep- 
resentatives are  there  to  say  how  we  can  do  things  better  and  more 
efficiently  for  the  few  dollars  that  we  have  left,  sir. 

So  we  do  not  have  anything  in  the  program  that  has  not  been 
spun,  that  has  bounced  off.  There  is  always  going  to  be  some  dis- 
agreement on  the  process,  but  this  new  partnershiping  approach 
that  Mr.  McCall  is  heading  up  is  going  to  provide  big  dividends  to 
me. 

Senator  McCain.  Mr.  Johnson. 

Mr.  Johnson.  We  are  meeting  all  of  our  Level  I-type  require- 
ments. That  is  strictly  in  compliance.  Now,  it  is  difficult,  because 
of  our  limited  MILCON  resources,  to  do  any  improvements  to  exist- 
ing facilities  like  sewer  plants  and  what-not  to  avoid  going  out  of 
compliance,  but  we  are  meeting  those  compliances. 

Senator  McCain.  Thank  you. 

Mr.  Dishner,  the  Air  Force  Reserve  has  some  unfunded  military 
construction  requirements  of  approximately  $50  million.  This  year, 
only  $7.3  million  is  allocated  to  support  force  structure  changes. 
What  priority  is  the  Air  Force  giving  to  resolve  the  shortfall  in  Air 
Force  Reserve  due  to  force  structure  changes? 

Mr.  Dishner.  The  Reserve  and  the  Guard  go  through  the  same 
process  and  participate  in  TOA,  which  is  the  total  funds  that  we 
have  available  to  fund  both  the  Active  and  the  Reserves.  Thev  go 
through  a  priority  system,  the  same  that  we  do,  and  bring  those 
to  the  table.  The  Air  Force  board  will  refer  to  it,  and  scrub  those. 

They  do  suffer,  and  have  suffered  in  the  past.  The  term  they  use 
is  short-changed.  They  do  not  mean  it  derogatorily,  but  on  that 
side.  They  do  stand  up  to  it;  they  reprioritize  the  projects  they  have 
and  the  total  Air  Force.  That  is  the  way  we  refer  to  it,  has  them 
as  a  full-time  partner  in  that.  We  are  looking  to  increase  that  as 
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we  go  down  the  pike  looking  at  the  few  dollars  we  do  have  for  both 
conversion  and  where  we  are  asking  them  to  take  on  new  aircraft 
to  be  able  to  fund  those  facilities  they  need  to  take  over  that  job, 
sir. 

So  the  process  is  there.  We  continue  to  work  with  them.  We  are 
doing  the  1997  POM  as  I  speak  where  the  Guard  and  Reserve  is 
on  that  board  and  looking  to  increase  within  their  own  parameters 
the  priorities  they  need  to  take  the  job  and  have  the  facilities  in 
support  of  that  job,  and  that  is  the  aircraft  conversion,  sir,  that  we 
are  giving  them  to  fly  and  protect. 

Senator  McCaem.  Thank  you.  Senator  Glenn. 

Senator  GLEhfN.  Thank  you,  Mr.  Chairman. 

At  the  end  of  March,  the  President  announced  that  Miami  will 
be  the  new  location  of  Headquarters  SOUTHCOM.  Can  anyone  pro- 
vide me  with  a  list  of  facilities  and  construction  schedules  for  the 
projects  required  to  support  the  move  from  Panama  to  Miami  and 
the  costs  involved?  Does  anyone  have  that  ready  yet?  First  off,  is 
that  what  we  are  going  to  do?  Number  two,  what  is  required  to  do 
it? 

Mr.  Johnson.  As  you  know,  the  President  announced  that  we 
were  going  to  move  to  Miami,  and  we  have  four  locations  in  mind 
for  alternatives  that  we  are  looking  into.  We  have  recently  asked 
for  authority  to  issue  a  design  release  to  develop  the  project  either 
for  an  addition  to  an  existing  building,  to  build  a  new  building,  or 
to  lease  a  building  and  refurbish  it.  The  total  cost  of  that  is  about 
$73.6  milHon.  We  have  $15  million  in  the  1996  budget  for  planning 
and  design  and  the  O&MA  for  the  communications  requirements. 

Now,  in  the  1997  budget  we  have  $23.5  million  as  an  MCA 
wedge  for  construction,  and  $1  million  for  some  family  housing. 

Senator  Glenn.  Do  we  not  have  facilities  we  are  closing  up  that 
can  be  used  for  that  rather  than  going  into  a  big  MILCON  project? 

Mr.  Johnson.  We  have  a  number  of  facilities  that  were  looked 
at.  The  criteria  established  for  the  CINC  in  his  mission  requires 
them  to  be  closer,  and  he  has  14  consulates  down  in  Miami.  It  was 
a  better  solution. 

Senator  Glenn.  The  criteria  required  that  they  be  close  to  con- 
sulates? 

Mr.  Johnson.  No,  they  have  some  near  there,  being  there.  So  it 
was  better,  that  was  his  recommendation,  and  it  has  gone  through 
a  site  selection  group  and  that  is  what  we  are  planning  right  now. 

Senator  Glenn.  Has  purchasing  of  land  gone  ahead  and  things 
like  that? 

Mr.  Johnson.  I  did  not  understand  the  question. 

Senator  Glenn.  Has  the  purchase  of  land  and  that  gone  ahead, 
if  we  are  going  to  build  new  stuff  or  we  are  going  to  refurbish 
things,  or  what? 

Mr.  Johnson.  Well,  each  of  the  alternatives,  we  could — one  of 
the  alternatives  is  at  a  Coast  Guard  station  where  we  could  build 
onto  a  building,  and  that  would  be  free  land;  one  is  to  lease  a  build- 
ing in  Miami;  and  one  is  at  the  international  airport. 

Senator  Glenn.  What  was  the  rationale  that  it  had  to  be  in 
Miami?  Was  that  a  political  decision  more  than  anything  else?  Be- 
cause it  does  not  sound  like  a  tactical  one  or  a  strategic  one  to  me. 
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Mr.  Johnson.  That  was  the  miHtary  decision,  that  that  was  the 
most  beneficial  place  for  the  headquarters  to  be,  after  going 
through  a  number  of  alternatives. 

Senator  Glenn.  Well,  I  do  not  know.  We  are  going  to  have  to 
look  at  that  one,  I  think.  $76  million — when  we  are  cutting  out 
things  on  quality  of  life,  housing,  and  all  the  other  things  across 
the  services,  to  spend  $76  million  to  put  in  something  when  we 
have  Tampa  and  Mayport,  closing  up  part  of  that  area  up  there, 
we  have  things  down  in  that  part  of  the  country  it  seems  to  me  we 
could  certainly  make  available.  They  are  being  closed  anyway,  and 
here  we  are  going  in  and  putting  brand  new  facilities  in  or  altering 
things  at  a  big  expense  there.  I  think  we  are  going  to  have  to  look 
at  that  one  again.  I  was  not  aware  it  was  going  to  cost  that  much. 

I  have  one  other  one  here,  and  then  I  am  through,  Mr.  Chair- 
man. I  understand  that  OSD  is  working  to  approve  a  new  barracks 
standard.  It  would  provide  for  one  service  member  per  sleeping 
room  with  two  members  sharing  a  bath  and  a  kitchenette.  This 
would  be  the  new  standard  barracks,  a  one-to-one  configuration.  It 
seems  to  me  that  would  be  very  expensive,  very  cost-intensive.  I  do 
not  know  what  kind  of  cost  we  have,  if  we  have  that  costed  out  now 
as  to  what  it  is  going  to  cost,  or  if  we  are  going  to  make  this  the 
new  standard  as  new  construction  occurs  but  not  go  back  and  try 
to  refurbish  old  barracks.  I  know  that  it  would  not  cost  exactly  dou- 
ble the  same  as  regular  barracks  now,  but  it  would  not  be  far  from 
it  in  providing  space  for  people.  What  is  our  rationale  for  this,  and 
can  we  afford  it? 

Mr.  Bayer.  That  is  an  issue,  Senator  Glenn,  that  we  are  working 
on  right  now,  as  a  matter  of  fact,  and  is  why  the  standard  has  not 
yet  been  approved.  The  rationale  for  that  configuration,  frankly, 
was  the  input  from  service  members  that  privacy  was  really  their 
primary  value  in  looking  at  their  housing.  So,  all  of  the  services 
have  moved  in  that  direction.  Right  now  the  standard  is  two  people 
to  a  room,  and  sharing  a  bath,  two  rooms.  However,  we  have  been 
building  on  a  waiver  basis  on  what  we  call  a  one-plus-one  configu- 
ration K»r  the  last  2  or  3  years. 

The  question  about  affordability  is  one  that  we  are  wrestling 
with  because  there  are  a  variety  of  ways  you  can  meet  these  pri- 
vacy expectations  and  hopes.  One  of  them,  obviously,  is  building 
new  buildings.  We  do  not  want  to  build  more  than  we  need  to.  It 
is  also  a  question  of  what  can  be  refurbished  and  where  you  can 
have  people  moving  off  base.  The  services  have  really  quite  dif- 
ferent and  shifting  views  on  enlisted  people  living  off  base,  particu- 
larly after  their  first  enlistment. 

So  it  is  very  difficult  to  come  up  with  what  the  cost  delta  would 
be.  You  know  what  it  would  be  if  you  build  all  new,  but  no  one  in- 
tends to  do  that.  Clearly,  the  standards,  or  I  should  say  the  condi- 
tion, that  many  of  our  enlisted  people  live  in  are  not  ones  that  you 
would  want  your  son  or  daughter  to  live  in  and  I  do  not,  either. 

Senator  Gij<:nn.  No,  I  wish  we  could  provide  everybody  with  a 
nice,  private  apartment,  and  so  on.  That  would  be  great.  But  I  am 
not  sure,  with  some  of  the  problems  we  have  with  barracks  now, 
and  the  condition  that  some  of  these  things  are  in,  that  our  stand- 
ards should  be  shifting  to  one  person  per  room,  a  nice  room  and 
all  that.  This  is  not  Quonset  hut  type  stuff  we  are  talking  about. 
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If  it  was,  that  would  be  easy  to  solve.  We  would  just  do  temporary 
quarters  or  those  things  that  last  50  vears.  Maybe  we  should  be 
considering  that,  I  do  not  know.  But  that  is  not  the  type  of  thing 
we  are  contemplating,  I  am  sure,  Quonset  or  Butler  buildings, 
something  like  those. 

But  to  provide  that  kind  of  accommodations  at  a  time  when  we 
are  pulling  back  so  much  on  expenses,  is  going  to  be  awfully  hard 
to  justify,  I  think. 

Mr.  Bayer.  Well,  that  is  why  we  are  looking  at  it,  to  find  out  can 
this  expectation  be  realized  in  a  reasonable  period  of  time  and  can 
it  be  financially  achieved.  I  do  not  know,  some  of  the  service  rep- 
resentatives might  want  to  talk  about  the  reasons  why  we  are  look- 
ing at  that. 

Mr.  PmiE.  Well,  it  does  not  perhaps  present  so  much  of  a  prob- 
lem as  a  standard  for  future  construction,  but  the  bachelor  housing 
needs,  it  seems  to  me,  need  to  be  looked  at  very  carefully  and  seg- 
mented among  things  like  junior  and  senior  people,  the  needs  of 
transients  and  permanent  party,  the  needs  of  students  and  recruits 
as  compared  to  permanent  party  personnel  who  have  those  rooms 
as  their  homes,  and  other  things. 

We  are  really  trying  to  come  to  grips  with  this  and  come  up  with 
a  reasonable  and  equitable  solution  that  will  be  affordable.  Sen- 
ator. We  are  not  going  to  rush  to  establish  a  standard  that  we  can- 
not meet  or  that  would  break  the  bank. 

Senator  Glenn.  Well,  okay.  Keep  us  advised  on  that.  I  presume 
that  you  have  some  studies  already  done  on  that? 

Mr.  Bayer.  We  have  studies  with  some  estimates,  but  frankly, 
the  basic  data  is  not  as  readily  available,  so  there  are  a  lot  of  as- 
sumptions that  we  are  working  on.  But  this  is  being  addressed  at 
senior  leadership  of  the  services  and  the  Department  of  Defense. 

Senator  Glenn.  Are  these  reports  internal  to  OSD  now,  or  have 
these  reports,  whatever  they  are  right  now,  been  made  available  to 
the  committee? 

Mr.  Bayer.  Actually,  they  are  cost-estimating  models  rather  than 
reports.  Senator,  so  they  have  not  been  provided  to  anyone  outside 
the  Department. 

Senator  Glenn.  May  I  change  my  terminology.  Have  the  cost-es- 
timating reports  been  made  available  to  the  committee,  then? 

Mr.  Bayer.  No,  they  have  not. 

Senator  Glenn.  Can  they  be? 

Mr.  Bayer.  They  can  be,  and  I  will  tell  you  that  they  are  based 
on  a  number  of  assumptions  that  may  not  be  borne  out  in  the  ac- 
tual situation,  and  that  is  one  of  the  reasons  why  we  are  looking 
at  a  programmatic  approach  to  this  and  what  it  really  does  cost  as 
opposed  to  what  the  estimating  might  be. 

Senator  Glenn.  Well,  I  do  not  want  to  be  negative  on  this  going 
in,  except  that  we  are  talking  about  a  very  major  expense,  if  that 
is  to  be  our  norm  for  the  future.  And  maybe  it  is  justified.  Maybe 
the  privacy  idea  is  so  important  now  that  we  have  to  go  that  route. 
I  am  not  saying  we  do  not,  but  I  am  saying  we  had  better  look  at 
the  costs  of  this  going  in,  and  be  part  of  this  going  in,  not  just  the 
crash  landing  at  the  end  when  we  say  we  do  not  have  money  to 
do  all  the  things  you  would  like  to  do. 
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Keep  us  informed  in  these  areas,  and  send  us  whatever  esti- 
mates you  have  on  these  things  so  we  will  have  them  for  the  record 
here  and  it  does  not  come  as  a  big  surprise  one  of  these  days,  if 
you  will. 

Gentlemen,  I  do  not  have  any  other  questions  here,  unless  you 
have  something  to  add.  [No  response.] 

Okay,  the  hearing  will  stand  in  recess,  subject  to  the  call  of  the 
Chair. 

[Advanced  questions  for  the  record  submitted  by  Senator  McCain 
with  answers  supplied  follow:] 

Questions  and  Responses 

management  of  dera 

Senator  McCain.  As  codified,  sums  appropriated  to  DERA  may  only  be  obligated 
or  expended  to  carry  out  Secretary  or  Defense  functions  related  to  environmental 
restoration. 

(a)  What  is  the  total  number  of  staff  in  the  office  of  Deputy  Under  Secretary  of 
Defense  for  Environmental  Security  [DUSD(ES)]? 

(b)  How  many  DUSD(ES)  salaries  are  paid  out  of  DERA? 

(c)  Describe  each  of  these  DERA  funded  positions. 

(d)  How  are  each  of  these  DERA  funded  positions  related  to  the  Secretary  of  De- 
fense environmental  restoration  functions? 

(e)  What  amount  of  fiscal  year  1993  to  fiscal  year  1995  DERA  was  budgeted  to 
cover  DUSD(ES)  salaries? 

(D  Other  than  DUSD(ES)  salaries,  describe  the  additional  DUSD(ES)  manage- 
ment and  overhead  costs  paid  out  of  DERA. 

(g)  How  are  the  additional  DUSD(ES)  management  and  overhead  costs  related  to 
the  Secretary  of  Defense  environmental  restoration  functions? 

Ms.  Goodman,  (a)  The  DUSD(ES)  has  a  staff  of  105  personnel. 

(b)  Currently,  10  people  within  DUSD(ES)  are  at  least  partially  funded  with 
DERA  funds,  as  follows:  seven  full  time  staff  members  are  paid  entirely  from  DERA 
funds,  two  full  time  staff  members  charge  50  percent  of  their  salary  to  DERA  funds, 
and  one  part  time  staff  person  is  funded  entirely  from  DERA  funds. 

(c)  The  DERA  funded  staff  perform  a  variety  of  responsibilities  associated  with 
programming,  budgeting,  and  overseeing  the  Department's  multi-billion  dollar  envi- 
ronmental restoration  program  as  well  as  seeking  to  implement  initiatives  to  make 
the  program  more  cost  effective.  Specifically,  among  them  are:  providing  DERA 
budgeting  and  program  management  guidance,  preparing  the  DERA  budget  submis- 
sion and  related  materials,  overseeing  the  execution  of  the  environmental  restora- 
tion program,  responding  to  inquiries  from  interested  parties  (General  Accounting 
Office,  Department  of  Defense  Inspector  General,  concerned  citizens,  states,  legisla- 
tors, etc.),  transferring  lessons  learned  from  the  base  closure  environmental  restora- 
tion efforts  to  the  DERA  program,  evaluating  legislative  reform  and  other  potential 
program  improvements,  producing  the  Defense  Environmental  Cleanup  Program 
Annual  Report  to  Congress,  establishing  and  directing  initiatives  such  as  the  Res- 
toration Advisory  Boards,  and  being  responsive  to  congressional  requests  (approxi- 
mately 20  formal  inquiries,  300  questions  for  the  record,  a  dozen  special  requests 
included  in  congressional  reports,  and  numerous  other  less  formal  requests  for  infor- 
mation have  been  received  this  year  regarding  the  DERA  proCTam). 

(d)  All  of  the  DERA-funded  positions  directly  support  the  DERA-funded  efforts  of 
the  Office  of  the  Deputy  Under  Secretary  of  Defense,  Environmental  Security. 

(e)  In  fiscal  year  1993,  no  DERA  funds  were  budgeted  to  cover  DUSD(ES)  sala- 
ries. In  fiscal  year  1994  and  fiscal  year  1995,  $311,021  and  $617,541,  respectively, 
were  budgeted  to  cover  DUSD(ES)  salaries  in  support  of  the  Defense  Environmental 
Restoration  Program. 

(0  In  addition  to  salaries,  the  Environmental  Security  office  used  DERA  funds  for 
various  support  efforts  directly  related  to  the  execution  of  the  DERA-funded  pro- 
gram. Such  efforts  include  the  following:  management  of  the  Restoration  Manage- 
ment Information  System  (RMIS)  database,  support  and  printing  for  the  Defense 
Environmental  Restoration  Program  Annual  Report  to  Congress,  environmental  res- 
toration program  analysis,  participation  in  interagency  coordinating  groups,  travel, 
and  office  administration. 
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(g)  All  of  the  DERA-funded  management  and  overhead  directly  support  the 
DERA-funded  efTorts  of  the  Office  of  the  Deputy  Under  Secretary  of  Defense  for  En- 
vironmental Security. 

DERA  BUDGET  OVERHEAD 

Senator  McCain.  In  the  fiscal  year  1993  Department  of  Defense  Appropriations 
Act  Conference  Report,  the  conferees  concurred  with  language  directing  a  reduction 
in  funding  for  excessive  growth  in  the  budget  overhead  for  the  office  of  DUSD(ES). 

(a)  How  has  the  ofTice  of  DUSEXES)  endeavored  to  ensure  accountability  and  re- 
sponsiveness to  Congress  in  relation  to  its  current  budgeted  overhead? 

(b)  To  what  extent  has  there  been  a  review  of  DOD  s  environmental  management 
structure  and  fundingrequirements? 

Ms.  Goodman,  (a)  The  language  in  the  Appropriation  Act  Conference  Report  was 
directed  at  the  former  Office  of  the  Deputy  Assistant  Secretary  of  Defense  (Environ- 
ment), not  at  the  DUSD(ES).  The  Department  has  endeavored  to  be  more  responsive 
to  congressional  concerns  and  issues  and  to  account  for  how  it  expends  funds,  both 
for  the  operation  of  the  Environmental  Security  Office  and  the  Environmental  Secu- 
rity programs.  We  have  sought  to  ensure  that  this  office's  DERA  funds  are  only 
used  for  purposes  that  are  directly  related  to  the  environmental  restoration  pro- 
gram. We  have  also  sought  to  answer  congressional  correspondence  and  questions 
directly  and  in  a  timely  manner  . 

There  have  also  been  significant  pressures  by  Congress  to  improve  the  manage- 
ment and  accountability  oi  the  environmental  restoration  program  as  a  whole.  Tne 
changes  we  have  made  to  be  more  responsive  and  accountable  to  Congress,  such  as 
implementing  Restoration  Advisory  Boards,  improving  the  accuracy  of  project  execu- 
tion plans,  and  reorienting  the  program  to  focus  on  highest  priority  projects,  has 
also  required  a  greater  expenditure  of  resources  by  the  Environmental  Security  of- 
fice to  implement  and  oversee. 

(b)  Studies,  analyses  and  evaluations  of  DOD's  environmental  management  struc- 
ture and  funding  requirements  are  ongoing  to  ensure  a  comprehensive  organiza- 
tional assessment  and  review  of  business  practices  of  the  DUSD(ES).  The  studies, 
analyses  and  evaluations  are  performed  by  the  office  of  the  DUSEXES)  staff,  quali- 
fied contractors  under  the  oversight  of  DUSD(ES)  personnel,  and  Ofiice  of  DOD  In- 
spector General.  These  tools  are  used  to  identify,  report,  and  strengthen  financial 
management,  programmatic  integration,  mission  attainment,  and  sound  internal 
management  controls. 

DSMOA  REIMBURSEMENT 

Senator  McCain.  Defense  and  State  Memorandum  of  Agreements  (DSMOAs)  pro- 
vide for  DOD  reimbursement  to  States  and  U.S.  territories  for  regulatory  oversight 
costs. 

(a)  What  was  the  total  amount  of  fiscal  year  1993  to  fiscal  year  1995  DERA  funds 
obligated  for  DSMOA  reimbursement? 

(b)  As  the  DOD  executive  agent  for  DSMOA^  what  amount  of  DSMOA  reimburse- 
ment money  did  the  Army  receive  from  DERA  funds  appropriated  for  fiscal  year 
1993  to  fiscal  year  1995? 

(c)  Are  DSMOA  funds  used  solely  for  reimbursement  of  States  and  U.S.  terri- 
tories? If  not,  describe. 

(d)  Are  there  any  situations  in  which  payment  is  contingent  upon  performance  of 
a  service  by  the  States? 

(e)  If  so,  what  service? 

Ms.  Goodman,  (a)  The  total  amount  of  fiscal  year  1993  to  fiscal  year  1995  DERA 
funds  allocated  for  DSMOA  reimbursement  is  $56.8  million,  as  shown  below.  Fiscal 
year  1995  funding  level  reflects  DERA  program  reductions.  The  figures  shown  below 
are  in  millions: 

Fiscal  year  1993,  $20.2;  fiscal  year  1994,  $23.8;  and  fiscal  year  1995,  $12.8. 

(b)  Of  the  funds  identified  in  the  answer  to  part  (a)  above,  typically  less  than  5 
percent  are  used  for  Army  management  and  oversight  of  the  program,  as  shown 
below: 

Fiscal  year  1993,  $662,969;  fiscal  year  1994,  $888,500;  and  fiscal  year  1995, 
$1,002,000. 

(c)  Yes,  with  the  exception  of  management  and  overhead  costs  for  the  Army  Corps 
of  Engineers  which  are  required  to  operate  the  program. 

(d)  At  present  the  DSMOA  is  not  structured  as  a  "pay  for  performance  grant  pro- 
gram." The  DSMOA  contains  a  broad  category  of  services  which  support  the  DERP 
and  BRAC  programs  for  which  States  and  territories  may  be  reimbursed.  These 
services,  denned  in  the  cooperative  agreement,  vary  from  installation  to  installation 
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depending  on  site  specific  remediation  criteria.  A  copy  of  typical  cooperative  agree- 
ment is  attached, 
(e)  See  answer  to  question  d. 

DSMOA  FUNDING 

Senator  McCain.  The  DOD  has  requested  $20,897  million  to  fund  DSMOAs  for 
the  fiscal  year  1996  DERA  budget.  What  is  the  basis  for  that  dollar  amount? 

(a)  What  is  the  history  underlying  the  apparent  need  for  DSMOAs? 

(b)  Why  must  reimbursement  be  continued? 

(c)  If  reimbursement  were  discontinued,  would  the  States/territories  endeavor  to 
recoup  tJiis  money  through  other  means,  such  as  permit  fees?  Please  provide  the 
basis  for  your  answer. 

Ms.  Goodman.  The  basis  for  the  $20,897  million  funding  requirement  for  fiscal 
year  1996  is  for  services  required  from  State  environmental  organizations  to  support 
installations  in  accomplishing  their  DERA  program.  State  are  eligible  to  receive  up 
to  1  percent  of  the  cleanup  investment  toward  DSMOA.  The  DSMOA  requires  the 
States  and  installations  to  coordinate  and  determine  the  eligible  services  under  the 
DSMOA  that  will  be  required  during  each  fiscal  year. 

(a)  The  Superfund  Amendments  and  Reauthorization  Act  of  1986  (SARA),  10  U.S. 
Section  2701(d),  allows  the  Secretary  of  Defense  to  enter  into  agreements  on  a  reim- 
bursable basis  with  States  and  territories  to  support  the  Secretary's  responsibility 
under  DERP.  Prior  to  1989,  there  was  very  little  State/territorial  support  of  the 
DOD  cleanup  program.  This  situation  contributed  to  the  slow  rate  of  cleanup  and 
to  a  number  of  enforcement  actions,  and  at  times  DOD  proceeded  without  input 
from  State/territories.  In  1989,  aft^r  lengthy  negotiations  with  the  National  Gov- 
ernor's Association,  the  National  Association  of  Attorneys  (jcneral,  and  the  Associa- 
tion of  State  and  Territorial  Solid  Waste  Management  Oflicials,  a  model  agreement 
was  prepared  and  called  the  Defense  and  State  Memorandum  of  Agreement 
(DSMOA).  The  DSMOA  Program  establishes  three  main  goals:  (1)  expedite  cleanup 
at  DOD  sites  (operational,  BRAG,  and  FUDS),  (2)  assure  compliance  with  State  laws 
and  regulations,  and  (3)  foster  communication  and  cooperation  between  the  State 
and  D(3d  components.  In  1989,  DOD  announced  the  DSMOA  program  in  the  Fed- 
eral Register  (54  F  31358,  July  28,  1989)  and  invited  States/territories  to  participate 
in  the  program.  To  date,  48  of  56  eligible  States/territories  have  signed  DSM(jAs. 

(b)  The  DSMOA  program  is  a  cost  effective  component  of  the  DOD  DERP  and 
BRAG  cleanup  process  and  is  an  example  of  one  DCDD's  most  successful  partnering 
efforts  with  State  environment  organizations.  The  improved  relationship  that  has 
developed  between  DOD  and  the  States/territories  has  significantly  contributed  to 
more  timely,  less  costly  cleanup.  This  program  has  also  been  well  received  by  the 
States/territories,  since  it  enables  them  to  perform  in  a  more  effective  manner. 
There  have  been  several  situations  where  DOD,  working  with  the  States/territories, 
has  determined  that  certain  actions  were  not  necessary,  and  several  instances 
where  a  more  cost  effective  cleanup  technology  was  chosen,  resulting  in  a  saving  of 
taxpayer  money.  Another  reason  for  continuing  State  reimbursement  is  the  avoid- 
ance of  legal  confrontations.  No  litigation  has  been  initiated  by  the  States  against 
DOD  since  this  program  was  implemented.  A  condition  of  the  DSMOA  is  that  the 
States/territories  agree  to  go  through  a  dispute  resolution  process  before  initiating 
enforcement  action.  To,  date  no  State  has  invoked  the  dispute  resolution  process. 

(c)  Each  State  would  need  to  decide  their  own  specific  course  of  action  if  the  fund- 
ing were  stopped,  however,  there  are  two  basic  options: 

1.  Eliminate  their  Federal  facilities  group  and  not  recoup  cost. 

2.  Implement  'T)ill  back"  procedures,  iVi^accordance  with  State  laws. 

Basea  on  conversations  with  State  perSpnnel,  we  believe  many  States  would  not 
try  to  recoup  the  costs.  They  would  just  eliminate  their  Federal  facilities  group,  and 
add  the  workload  to  the  remaining  envirxinmental  structure.  Exaniples  of  this  are 
South  Garolina,  Nevada,  Virginia,  and  West  Virginia.  These  four  States  admitted 
that  they  would  not  be  able  to  adequately  support  the  DOD  DERP  Program  without 
DSMOA  funds.  One  State  estimated  that  it  would  take  from  three  to  six  times 
longer  than  the  present  timeframe  for  the  State  to  review  required  documents.  This 
lengthly  review  would  have  significant  impact  on  DOD's  ability  to  meet  its  environ- 
mental schedule.  Some  lai^e  States  (such  as  Galifornia  and  New  Jersey)  would  try 
to  maintain  their  environmental  structures  and  recoup  the  additional  funding 
through  implementation  of  additional  fees  or  other  enforcement  actions. 

ATSDR  REIMBURSEMENT 

Senator  McGaIN.  DERA  funds  are  used  to  reimburse  the  agency  for  Toxic  Sub- 
stance and  Disease  Registry  (ATSDR),  a  branch  of  the  U.S.  Public  Health  Service, 
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for  performing  statutorily  required  health  assessments  and  health  risk  studies  at 
DOD  facilities  listed  on  tne  National  Priorities  List  (NPL). 

(a)  What  was  the  total  amount  of  DERA  funds  (fiscal  year  1993  to  fiscal  year 
1995)  used  to  pay  for  ATSDR  reimbursements? 

(b)  As  the  DOD  executive  agent  for  ATSDR,  what  amount  of  reimbursement 
money  did  the  Army  receive  from  DERA  funds  (fiscal  year  1993  to  fiscal  year  1995)? 

(c)  Are  funds  used  solely  for  ATSDR  reimbursement? 

(d)  What  kinds  of  ATSDR  services  are  subject  to  DOD  reimbursement? 

(e)  Do  the  military  services  actually  perform  the  underlying  work  for  the  public 
health  assessments  that  are  signed  off  by  ATSDR?  Explain. 

(f)  How  much  did  the  DOD  request  to  fund  ATSDR  reimbursement  for  fiscal  year 
1996? 

Ms.  Goodman,  (a)  Funds  obligated  (fiscal  year  1993  and  fiscal  year  1994)  or  allo- 
cated (fiscal  year  1995)  for  ATSDR  efforts  are  shown  below  in  millions.  The  fiscal 
year  1994  ATSDR  workplan,  and  corresponding  level  of  funding,  was  a4justed  to 
streamline  ATSDR  efforts  and  focus  on  those  that  were  of  most  value  to  the  Depart- 
ment. 

Fiscal  year  1993,  $13.2;  fiscal  year  1994,  $6.8;  and  fiscal  year  1995,  $6.0. 

(b)  Of  the  funds  identified  in  the  answer  to  part  (a)  above,  less  than  5  percent 
are  used  for  Army  management  and  oversight  of  the  program  as  shown  below.  Costs 
of  administering  the  program  increased  in  fiscal  year  1994  due  to  significantly  in- 
creased coordination  among  the  military  departments  and  ATSDR  to  refocus  AToDR 
efforts  on  those  that  were  of  most  value  to  the  Department. 

Fiscal  year  1993,  $193,121;  fiscal  year  1994,  $200,000;  and  fiscal  yean  1995, 
$270,057. 

(c)  No,  these  funds  are  used  for  ATSDR  reimbursement  as  well  as  Army  adminis- 
tration of  the  program. 

(d)  Under  the  Annual  Plan  of  Work,  negotiated  between  ATSDR  and  DOD,  the 
ATSDR  offers  five  types  of  services  to  DOD  for  which  they  are  reimbursed.  These 
are: 

Public  Health  Assessment — Evaluations  of  relevant  environmental  data,  health 
outcome  data,  and  community  concerns  associated  with  a  site  where  hazardous  sub- 
stances have  been  released.  The  public  health  assessment  determines  whether  ac- 
tions should  be  taken  to  reduce  human  exposure,  or  whether  additional  information 
on  human  exposure  and  the  associated  health  risks  is  needed  and  should  be  ac- 
quired. 

Health  Consultation — Provide  advice  on  sf)ecific  public  health  issues  that  occur  as 
a  result  of  an  actual  or  potential  human  exposure  to  a  hazardous  material.  A  health 
consultation  often  contains  a  time-critical  element  that  necessitates  a  rapid  re- 
sponse; therefore,  a  health  consultation  is  a  more  limited  response  than  a  health 
assessment. 

Health  Studies — Designed  to  increase  the  understanding  of  the  relationship  be- 
tween exposure  to  hazardous  substances  and  adverse  human  health  effects.  This  is 
accomplished  primarily  through  epidemiologic  studies,  exposure  and  disease  reg- 
ister, and  health  surveillance. 

Toxicological  Profiles — Characterizes  the  toxicological  and  adverse  health  effects 
information  for  hazardous  substances.  Key  toxicological  information  and  epidemio- 
logical evaluation  are  examined,  summarized  and  interpreted  to  determine  exposure 
levels  presenting  potential  public  health  hazardous  from  short  and  long  term  expo- 
sure. 

Health  Education — ^Activities  designed  to  assist  the  community  in  understanding, 
preventing  or  mitigating  the  health  effects  of  exposures  to  hazardous  substances. 
Target  audiences  include  the  public,  local  health  officials,  elected  officials,  school 
children,  special  needs  groups,  nealth  care  providers,  the  media  and  others. 

(e)  Partially.  The  public  health  assessments  and  other  ATSDR  efforts  include  the 
evaluation  of  the  environmental  sampling  data  collected  by  DOD  during  the  Instal- 
lation Restoration  Program  investigations,  as  well  as  health  outcome  data,  commu- 
nity health  concerns,  and  other  data  collected  by  ATSDR.  The  public  health  assess- 
ment is  independently  developed  by  ATSDR.  DOD,  EPA,  State  environmental  de- 
partments and  members  of  the  public  are  given  an  opportunity  to  review  and  com- 
ment on  the  public  health  assessment  before  it  is  finalized. 

(0  The  Department's  fiscal  year  1996  budget  request  includes  $9.95  million  for 
ATSDR  expenses.  In  fiscal  year  1994,  ATSDR  funding  was  streamlined  to  focus  on 
efforts  that  were  the  highest  priority  to  the  Department.  The  fiscal  year  1996  level 
of  funding  represents  no  growth  from  the  fiscal  year  1995  funding  level,  prior  to  the 
rescission.  This  level  of  funding  will  ensure  that  the  Department  is  providing 
ATSDR  with  sufficient  resources  for  them  to  be  responsive  to  the  needs  of  the  De- 
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fenae  Environmental  Restoration  Program,  yet  limit  ATSDR  eflbrts  to  those  applica- 
ble to  high-priority  DOD  installations. 

ENVIRONMENTAL  TECHNOLOGY  PROGRAMS 

Senator  McCain.  According  to  March  24  DOD  testimony  before  the  Subcommit- 
tees on  Readiness  and  Installations  and  Facilities  of  the  House  National  Security 
Committee,  new  environmental  solutions  are  developed  throu^  the  following  pro- 

g-ams:  Strategic  Environmental  Research  and  Development  Program  (SERDP),  the 
nvironmental  Security  Technology  Certification  Program  (ESTCP)  and  the  Service 
Environmental  R&D  Programs. 

(a)  Are  there  any  other  technology,  research,  development,  and  demonstration  pro- 
grams? Identify  programs  and  funding  source. 

(b)  Which  technology,  research,  development,  and  demonstration  programs  receive 
DERA  funds? 

(c)  What  amounts  in  fiscal  year  1993  to  fiscal  year  1995  DERA  budgets  pertain 
to  technology,  research,  development  and  demonstration? 

(d)  How  much  of  that  was  made  available  to  the  military  services? 

(e)  Were  these  funds  used  solely  for  technology,  research,  development,  and  dem- 
onstration projects  related  to  environmental  cleanup?  If  not,  what  other  projects 
were  involved? 

(f)  What  is  the  fiscal  year  1996  DERA  budget  proposal  in  the  area? 

(g)  What  is  the  distinction  between  the  mission  of  the  National  Defense  Center 
for  Environmental  Excellence  (NDCEE)  and  SERDP  mission?  Is  there  an  informa- 
tion exchange  between  NDCEE  and  SERDP? 

(h)  What  projects  have  been  performed  by  NDCEE  since  fiscal  year  1991? 

(i)  Describe  the  service  environmental  R&D  programs.  What  funding  has  been 
provided  to  each  of  the  service  programs  since  fiscal  year  1991? 

(j)  Since  the  inception  of  SEKDP,  how  have  the  service  environmental  R&D  pro- 
grams supported  SERDP? 

Ms.  Goodman,  (a)  In  addition  to  SERDP  and  ESTCP  and  the  services  RDT&E, 
the  Advanced  Research  Project  Agency  (ARPA)  has  some  environmental  programs 
in  the  technology  base.  There  is  $38.5  million  in  fiscal  year  1995  and  $26.1  million 
and  $22.3  million  respectively  in  fiscal  year  1996  and  fiscal  year  1997. 

(b)  There  are  currently  no  DERA  funds  being  used  for  this  purpose.  Although  the 
Defense  Environmental  Restoration  Program  is  authorized  to  conduct  such  pro- 
grams for  cleanup,  there  are  no  funds  appropriated  for  this  purpose. 

(c)  In  fiscal  year  1993,  the  Components  obligated  $19.2  million  of  DERA  for  tech- 
nolo^  development  efforts.  In  fiscal  year  1994  and  fiscal  year  1995,  the  legislation 
prohibited  the  use  of  DERA  funds.  As  a  result,  funds  were  not  obligated. 

(d)  In  fiscal  year  1993,  all  $19.2  million  was  provided  to  the  services.  In  fiscal  year 
1994  and  fiscal  year  1995,  there  were  no  funds  to  provide  to  the  services. 

(e)  In  keeping  with  congressional  intent,  the  services  were  directed  in  the  funding 
authorization  documents  to  use  the  $19.2  million  in  fiscal  year  1993  only  to  support 
cleanup  technology  development. 

(0  Since  the  Defense  Appropriations  Act  in  fiscal  year  1994  and  fiscal  year  1995 
prohibited  the  use  of  DERA  funds  in  this  area,  we  have  not  requested  funding  in 
the  fiscal  year  1996  and  fiscal  year  1997  DERA  budgets. 

(g)  The  SERDP  program  is  focused  on  technology  base  environmental  solutions, 
primarily  laboratory  based  research  and  development.  The  NDCEE  mission  takes 
technology  from  the  laboratory  and  demonstrates  it  under  actual  conditions  at  full 
scale.  In  addition,  NDCEE's  work  is  primarily  in  pollution  prevention,  whereas 
SERDP  covers  all  four  environmental  pillars:  cleanup,  compliance,  conservation  and 
pollution  prevention.  NDCEE  has  five  process  areas  to  test  and  demonstrate  pollu- 
tion prevention  technologies:  organic  finishing,  advanced  cleaning,  coatings  removal, 
inorganic  finishing,  and  recycle  and  recovery. 

The  NDCEE,  like  the  SERDP,  is  supported  by  tri-service  technology  panels  who 

Participate   in   both   forums   and  transfer  pollution   prevention   technologies   from 
ERDP  to  the  NDCEE. 

(h)  The  NDCEE  performed  projects  assigned  by  both  the  DOD  and  the  Congress. 
The  projects  assigned  by  the  DOD  are  in  support  of  high  priority  DOD  environ- 
mental technology  requirements.  Some  of  these  key  technologies  being  demonstrated 
are:  non-halogenated  metal  parts  cleaning,  to  reduce  volatile  organic  compounds  and 
chlorofiuorocarbons  (CFCs).  Other  benefits  include  cost  savings  from  reduced  CFC 
purchases  and  the  development  of  alternative  DOD  specifications;  eliminating 
chrome  in  pre-coats,  improving  corrosion  resistance  and  coating  quality  for  DOD 
metal  parts;  and  eliminating  hazardous  materials  used  in  paint  stripping.  Other 
benefits  from  coating  removal  include  reducing  employee  exposure,  reducing  damage 
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to  components,  and  cost  savings  from  reducing  hazardous  material  handling  and  ex- 
posure and  higher  quality  components.  Some  other  technologies  being  demonstrated 
are  ion  beam  processing,  zero  discharge  powder  coat/electrode  position,  and 
supercritical  C02  paint.  As  an  illustration,  NitRem  (Nitrogen  Removal)  is  an  inno- 
vative technology  for  destroying  hard  to  dispose  DOD  wastes.  NDCEE  is  currently 
focusing  on  unique  energetic  wastestreams  at  Radford  Army  Ammunition  Plant, 
non-chromate  conversion  coating,  ultra-high  pressure  waterjet,  supercritical  C02 
paint  to  replace  solvents,  and  enhancements  to  conventional  paint  handling  and 
spraying  equipment. 

The  projects  assigned  by  the  Congress  are:  the  Adams  process,  the  Demonstration 
NitRem  process,  DOD  industrial  health  risk  assessments,  medical  waste  tracking 
demonstration,  automated  plastic  sortation  demonstration,  biological  approaches  to 
remediation  and  pollution  prevention,  phosphoric  acid  fuel  cell  demonstration,  as- 
sessment of  strategic  coal  reserves  and  liquia  carbon  dioxide  coal  cleaning. 

There  are  several  other  projects  underway  for  the  military  services  in  support  of 
the  requirements  of  Executive  Order  12856  in  complying  with  the  Pollution  Preven- 
tion Act  and  the  Right-to-know  laws. 

(i)  The  DOD  Environmental  Technology  Requirements  Strategy  is  the  basis  for 
planning  to  identify  and  prioritize  technology  needs  of  the  department.  The  Tri- 
Service  Environmental  Quality  R&D  Strategic  Plan  establishes  what  will  be  inves- 
tigated. The  DOD  R&D  community  defines  goals  and  milestones  to  investigate  po- 
tential technologies. 

The  requirements  strategy  feeds  into  Project  Reliance,  a  coordinating  and  man- 
agement tool  where  the  different  services  leverage  internal  expertise  and  resources 
to  optimize  R&D  investments.  The  services'  R&D  investments  cover  the  ranee  of 
compliance,  cleanup,  pollution  prevention  and  conservation  needs,  focusing  on  basic 
and  applied  research  and  advanced  development. 

The  feite  Characterization  and  Analysis  Penetrometer  System  (SCAPS)  is  a  prime 
example  of  leverage  coordination  which  allowed  accelerated  technology  development 
using  SERDP  funds.  Prior  service  investment  was  key  in  forwarding  the  technology 
to  a  point  where  SERDP  integration  was  feasible.  When  fully  mature,  SCAPS  will 
provide  a  very  effective  tool  for  detection,  identification  and  quantification  of  sub- 
surface contaminants  and  will  substantially  reduce  the  cost  of  site  characterization 
and  in  optimizing  the  number  and  placement  of  monitoring  wells. 

By  working  in  close  cooperation  with  the  SERDP  and  ESTCP,  the  services  R&D 
programs  feed  into  an  overall  environmental  technology  process  where  the  most  in-_ 
novative  and  promising  technologies  can  be  researched,  developed,  tested,  dem- 
onstrated, and  fielded. 

Prior  to  fiscal  year  1993,  separate  information  about  services  funding  was  not 
available.  These  funds  were  included  in  their  respective  compliance  programs.  Since 
fiscal  year  1993,  the  DOD  components  have  invested  $1,087  million  and  will  invest 
an  additional  $218  million  in  fiscal  year  1996  and  $245  million  in  fiscal  year  1997 
for  environmental  technology. 

(j)  The  services'  R&D  programs  are  not  set  up  to  provide  "support"  to  SERDP. 
Their  programs  are  complementary  to  the  SERDP  and  are  focused  on  service-unique 
problems.  The  tie  in  between  SEKDP  and  the  services'  programs  is  the  Tri-Service 
Environmental  Quality  R&D  Strategic  Plan  which  provides  direction  and  coordina- 
tion among  all  environmental  R&D  programs.  Using  the  Strategic  Plan  as  guidance, 
the  services  and  the  Director,  Defense  Research  and  Engineering  (DDR&E)  allocate 
resources  to  solve  the  highest  priority  problems  and  will  decide  whether  a  project 
will  be  service  funded,  SERDP  funded  or  a  combination. 

RESEARCH,  DEVELOPMENT  AND  DEMONSTRATION  WITHIN  DERP 

Senator  McCain.  Under  section  2702  of  title  10  the  DOD  has  been  required  to 
carry  out  a  program  of  research,  development,  and  demonstration  with  respect  to 
hazardous  waste  as  part  of  the  Defense  Environmental  Restoration  Program. 

(a)  What  is  the  status  of  this  program? 

(b)  Describe  the  relationship,  if  any,  between  this  program  and  SERDP?  Explain. 

(c)  How  is  the  program  funded? 

(d)  What  amount  of  money  was  budgeted  for  this  program  for  fiscal  year  1988  to 
fiscal  year  1996? 

(e)  What  amount  of  money  was  obligated  for  fiscal  year  1988  to  fiscal  year  1995? 
Ms.  Goodman,  (a)  The  program  described  in  10  USC  2702  has  not  been  funded 

since  fiscal  year  1993.  However,  cleanup  related  technologies  are  being  explored 
under  the  Components'  RDT&E  accounts,  the  SERDP  and  ESTCP.  In  addition,  the 
department  works  closely  with  other  Federal  agencies  such  as  DOE  and  EPA  to  le- 
verage resources  and  expertise. 
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(b)  As  part  of  the  Defense  Environmental  Restoration  Program,  the  major  re- 
search, development  and  demonstration  activities  (as  authorized  by  10  USC  2701 
et  seq.)  are  limited  to  the  cleanup  thrust  area  only.  However,  SERDP  addresses 
DOD,  DOE  and  EPA's  environmental  issues  in  a  number  of  thrust  areas,  one  of 
which  is  cleanup. 

(c)  The  Defense  Environmental  Restoration  Account  (DERA)  is  the  funding  source 
for  this  effort.  However,  in  fiscal  year  1994  and  fiscal  year  1995  the  Defense  Appro- 
priations Act  prohibited  the  use  of  DERA  for  this  purpose. 

(d)  Budget  justification  material  did  not  provide  the  level  of  detail  required  to  an- 
swer this  question  (can  describe  amounts  obligated,  see  6{c)  or  7(e).  As  previously 
stated,  in  fiscal  year  1994  and  fiscal  year  199&,  the  Defense  Appropriations  Act  pro- 
hibited the  use  of  DERA  for  technology,  research,  development,  and  demonstration. 

(e)  The  Defense  Appropriation  Acts  for  fiscal  year  1994  and  fiscal  year  1995  pro- 
hibited the  use  of  DERA  for  this  purpose.  Therefore,  no  funds  were  obligated.  The 
services  obligated  the  following: 

Fiscal  years  1993,  $19.2  million;   1992,  $7.9  million;  1991*;   1990*;  1989*;  and 
1988*. 
*  Records  prior  to  fiscal  year  1992  are  not  extant. 

STRATEGIC  ENVIRONMENTAL  RESEARCH  AND  DEVELOPMENT  PROGRAM 

Senator  McCain.  In  response  to  questions  by  this  committee,  the  SERDP  staff  has 
indicated  that  approximately  $262  million  of  fiscal  year  1993,  fiscal  year  1994,  and 
fiscal  year  1995  funds  are  currently  being  applied. 

(a)  How  much  unobligated  funds  remain  for  each  fiscal  year  (fiscal  year  1993- 
1995)? 

Dr.  Harrison.  Unobligated  funds  that  remain  for  each  fiscal  year: 

Fiscal  year  1993:  $180  million  released  November  1993;  $0  remain  to  be  obligated. 

Fiscal  year  1994:  $160  million  released  August  1994;  $44,544,000  remain  to  be  ob- 
ligated. 

Fiscal  year  1995:  $61.9  million  released  April/May  1995;  $51,207,000  remain  to 
be  obligated. 

Senator  McCain.  (b)  How  much  of  the  SERDP  funds  have  been  expended  to  date 
for  research  and  development  of  technology  for  DOD  environmental  applications? 
How  much  for  DOE  environmental  applications? 

Dr.  Harrison.  Funds  identified  for  DOD  anplications: 

Fiscal  years  1993 — 95  percent  of  all  funds;  1994 — 99  percent  of  all  funds;  and 
1995—99  percent  of  all  funds. 

Funds  identified  for  only  DOE  applications: 

Fiscal  years  1993 — 5  percent  oi  all  funds;  1994 — 1  percent  of  all  funds;  and 
1995 — 1  percent  of  all  funds. 

Senator  McCain,  (c)  How  much  of  the  SERDP  funds  expended  have  been  applied 
to  technology  applications  for  interests  other  than  DOD/D(JE? 

Dr.  Harrison.  No  SERDP  funds  have  been  expended  for  interests  other  than 
DOD/DOE.  However  the  technology  results  developed  in  SERDP  often  have  applica- 
tions to  other  government  agencies  and  the  commercial  sector.  Thus,  technology 
transfeij  and  "spin  off'  opportunities  are  of  substantial  interest  to  these  other  orga- 
nizations. 

Senator  McCain,  (d)  What  SERDP  projects  have  focused  on  resolving  some  of  the 
unique  DOE  cleanup,  compliance,  and  pollution  prevention  issues  that  cannot  be  ef- 
fectively addressed  with  existingtechnology? 

Dr.  Harrison.  Specific  SERDP  projects  include: 

Waste  Tank  Remediation:  Analysis  and  Waste  Form  Development  (fiscal  year 
1993) — This  project  initiated  the  development  of  new  methods  for  detection  of  Tech- 
netium whicn  is  a  pure  P-emitter  and  difficult  to  detect  with  standard  counting 
methods. 

Laser  Ablation/Ionition  Characterization  of  Solids  (fiscal  year  1994/1995) — This 
project  continued  the  above  effort,  but  is  focused  on  the  use  of  lasers  to  determine 
the  types  of  organics  and  inorganics  in  tank  wastes  and  those  chemisorbed  in  min- 
eral soils.  What  currently  takes  weeks  to  analyze,  laser  techniques  can  complete  in 
hours. 

Plutonium  and  Uranium  Metal  Forming  Technologies  (fiscal  year  1992/1993) — 
This  project  demonstrated  the  use  of  precision  casting  of  plutonium  and  uranium 
to  significantly  reduce  the  number  oi  processing  steps  required  to  manufacture 
weapon's  parts.  The  net  result  is  a  substantial  reduction  of  radioactive  waste  and 
a  50  percent  decrease  in  exposure. 

Electron  Beam  Melting  and  In-Process  Scrap  Recycling  of  Uranium  (fiscal  year 
1993) — This  effort  complements  the  above  project  by  addressing  the  reduction  of  ra- 
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dioactive  wastes  through  the  use  of  electron  beam  cold  hearth  refining.  This  process 
eliminates  two  of  the  three  melting  steps  required  to  cast  an  ingot  and  consequently 
substantially  reduces  the  amount  of  contaminated  wastes  by  90  percent. 

Senator  McCain.  In  the  i^iscal  Year  1995  National  Defense  Authorization  Act 
Conference  Report  the  conferees  urged  the  SERDP  Executive  Director  to  hire  those 
persons  necessary  to  run  the  program. 

(a)  Has  that  been  done? 

(b)  How  many  individuals  have  been  hired?  What  are  their  positions? 

(c)  What  are  their  credentials? 

(d)  What  are  their  salaries? 

(e)  What  is  the  current  size  of  the  SERDP  stafl?  Salaries?  Overhead  costs? 

Dr.  Harrison.  Four  full  time  Federal  employees  have  been  assigned  to  the 
SERDP  Program  Office  to  assist  the  Executive  Director.  They  include:  Deputy  Exec- 
utive Director/Counsel,  two  Program  Managers,  and  an  Administrative  Ofiicer.  Each 
individual  was  selected  from  a  list  of  candidates  ottered  by  the  three  services.  Each 
is  proficient  and  experienced  in  the  areas  for  which  they  were  hired.  Their  salaries 
are  as  follows: 

Executive  Director:  $113,180/year. 

Deputy  Executive  Director  and  Counsel:  $103,224. 

Program  Manager:  $52,396. 

Program  Manager:  $69,047. 

Administrative  Officer:  $38,869. 

The  SERDP  staff  thus  consists  of  five  people,  including  the  Executive  Director, 
and  a  suppwrt  contractor.  Salaries  are  as  listed  above.  Overhead  approximates 
$1,600,000  per  year  which  includes  facilities  costs,  travel,  Scientific  Advisory  board 
support,  and  support  contract  costs. 

Senator  McCain.  In  the  Fiscal  Year  1995  National  Defense  Authorization  Act 
Conference  Report  the  conferees  urged  the  SERDP  council  to  prescribe  guidelines 
that  will  clarify  how  universities  and  the  private  sector  can  participate  in  the  pro- 
gram. 

Has  that  been  done? 

Dr.  Harrison.  Yes. 

Senator  McCain.  What  are  the  guidelines? 

Dr.  Harrison.  Industry  and  academia  may  compete  for  all  project  money.  How- 
ever, to  ensure  focus  on  the  highest  priority  DOD  needs,  non-Federal  SERDP  par- 
ticipants must  oartner  to  some  extent  with  at  least  one  of  the  Federal  participants 
(DOD,  DOE,  EPA)  in  a  SERDP  project. 

Senator  McCain.  How  much  SLRDP  funding  is  directed  to  universities?  Which 
universities? 

Dr.  Harrison.  SERDP  provides  approximately  15-20  percent  of  its  funding  to 
academia  via  contracts  or  grants,  depending  on  the  requirements  for  R&D.  Over  40 
Universities  receive  funds  including: 

Scripps  Institute  of  OceanoCTaphy 

Woods  Hole  Oceanographic  Institute 

University  of  Texas  at  Austin 

University  of  Michigan 

Georgia  Institute  oi  Technology 

Stanford  University 

Massachusetts  Institute  of  Technology 

Princeton  University 

California  Institute  of  Technology 

Johns  Hopkins  University 

Senator  McCain.  How  much  SERDP  funding  is  directed  to  the  private  sector? 
What  private  sector  interests  have  benefited? 

Dr.  Harrison.  Approximately  45-50  percent  of  SERDP  funds  are  provided  under 
contract  to  the  private  sector.  Successful  technology  transfer  begins  with  involving 
industrial  partners  early  in  the  process;  SERDP  encourages  and  heartily  endorses 
this.  A  variety  of  industries  will,  and  have  already  benefited  from  these  cooperative 
developments,  such  as  those  associated  with  site  remediation,  monitoring  and  char- 
acterization; pollution  prevention,  abatement  and  control;  and  renewable  energy  sys- 
tems. 

Senator  McCain.  How  are  SERDP  funds  monitored  to  ensure  that  expenditures 
through  universities  and  the  private  sector  are  consistent  with  the  needs  of  the 
DOD  or  DOE? 

Dr.  Harrison.  Execution  Plans  and  Quarterly  Ingress  Reports  are  required  for 
each  project  performed  under  SERDP  and  are  the  responsibility  of  the  Federal  agen- 
cy associatea  with  that  project.  These  reports  provide  essential  information  to  the 
project  manager  and  the  SERDP  Program  Office  with  which  to  effectively  monitor 
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and  manage  the  performers,  whether  they  be  universities,  private  contractors,  or 
Federal  laboratories. 

Senator  McCaIN.  According  to  the  SERDP  staff,  the  establishment  of  DOD  test 
sites  for  the  demonstration  and  comparative  evaluation  of  cleanup  technologies  is 
an  ongoing  project  under  SERDP.  What  is  the  status  of  the  DOD  test  sites  for  the 
demonstration  and  comparative  evaluation  of  cleanup  technologies?  Once  completed, 
who  will  have  access  to  the  test  sites?  How  will  test  sites  be  managed,  operated  and 
funded? 

Dr.  Harrison.  The  DOD/National  Environmental  Technology  Demonstration  Pro- 
gram (D/NETDP)  has  established  five  separate  locations  where  environmental  tech- 
nologies can  be  demonstrated  and  compared  under  controlled  conditions.  Infrastruc- 
ture is  in  place  at  all  test  locations,  and  preparation  and  background  characteriza- 
tion of  each  site  is  being  conducted  to  allow  regulators  and  prospective  demonstra- 
tors to  decide  on  the  appropriateness  of  a  site.  All  locations  are  open  for  business 
and  ready  to  accept  demonstration  projects.  Infrastructure  continues  to  be  developed 
at  two  locations.  D/NETDP  also  includes  a  program  for  demonstrating  technologies 
for  site  characterization  and  monitoring,  which  is  conducted  by  EPA's  Environ- 
mental Systems  Monitoring  Laboratory  in  Las  Vegas  (ESML-LV).  ESML-LV  also 
inputs  general  guidance  for  the  overall  D/NETDP.  The  test  locations  are  not  exclu- 
sively for  SERDP  use,  although  SERDP  projects  take  first  priority  followed  by  other 
DOD-fiinded  projects.  Projects  from  other  agencies  and  the  private  sector  may  be 
demonstrated  at  the  test  locations  on  a  space-available  basis. 

The  emphasis  and  location  of  each  site  is: 

Fuel  Hydrocarbon  Contamination  Remediation,  Naval  Construction  Battalion 
Center,  Port  Hueneme,  CA. 

Groundwater  Remediiation  Field  Laboratory,  Dover  AFB,  DE. 

Chlorinated  Hydrocarbon  Solvent  Contamination  Remediation,  McClellan  AFB, 
CA. 

Explosives  and  Metals  Contaminant  Remediation  Demonstrations,  Volunteer 
Army  Ammunition  Plant,  TN. 

National  Center  for  Integrated  Bioremediation  Research  and  Development 
(NCIBRD),  Wurtsmith  AFB,  MI. 

The  organizational  structure  of  the  D/NETDP  program  minimizes  the  number  of 
management  and  advisory  levels  and  entrusts  the  people  involved  in  day-to-day  test 
location  management  with  most  of  the  decisionmaking.  While  oversight  of  the  D/ 
NETDP  program  is  provided  by  the  SERDP  Program  Office,  technical  coordination 
of  the  program  is  performed  by  the  Test  Location  Committee  (TLC).  Guidelines  are 
developed  by  the  TLC  for  the  preparation  of  Test  Plans,  QA/QC  procedures,  evalua- 
tion protocols,  and  production  of  engineering  guidelines  packages.  Staffing  require- 
ments at  the  test  locations  depend  on  the  degree  of  management  and  demonstration 
oversight  necessary  and  are  determined  by  each  Test  Location  Manager.  It  is 
planned  that  project  data  audit  and  data  evaluation  will  be  reformed  by  an  inde- 
pendent contractor  funded  out  of  each  demonstration  project. 

ENVIRONMENTAL  REMEDIATION  TECHNOLOGY  PILOT  PROGRAM 

Senator  McCain.  Section  3|7  of  the  Fiscal  Year  1995  National  Defense  Authoriza- 
tion Act  provided  for  a  pilot  program  to  develop  and  demonstrate  environmental  re- 
mediation technologies. 

(a)  Has  DOD  established  this  pilot  program? 

(b)  What  role  did  SERDP  have  in  the  development  of  the  pilot  program? 

(c)  Has  SERDP  been  consulted  to  avoid  duplication  of  efforts? 

Ms.  Goodman,  (a)  We  are  in  the  process  of  establishing  the  program.  We  are  cur- 
rently selecting  the  sites  for  the  pilot  demonstration,  evaluating  technology  alter- 
natives and  setting  up  the  program  management. 

(b)  None.  SERDP  is  a  science  and  technology  program.  The  technology  that  will 
be  used  in  the  pilot  program  is  proven  and  needs  only  demonstration.  The  pilot  pro- 
gram will  be  included  in  the  Environmental  Security  Technology  Certification  Pro- 
gram (ESTCP.) 

(c)  The  pilot  program  will  be  conducted  as  part  of  the  ESTCP.  Program  managers 
involved  with  ESTCP  are  very  familiar  with  the  work  ongoing  and  completed  under 
SERDP.  The  ESTCP  and  SERDP  programs  are  reviewed  by  the  same  experts  and 
they  will  be  able  to  evaluate  and  prevent  duplication.  In  addition,  SERDP  and 
ESTCP  technologists  attend  each  other's  In  Process  Reviews  so  that  they  also  would 
be  aware  of  duplication. 
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ENVIRONMENTAL  SECURITY'S  TECHNOLOGY  OFFICE  AND  SBRDP 

Senator  McCain.  In  the  Office  of  the  Deputy  Under  Secretary  of  Defense  for  Envi- 
ronmental Security  (DUSD(ES))  there  is  an  environmental  technology  section. 

(1)  What  is  the  relationship  between  the  DUSD(ES)  Section  and  SERDP? 

(2)  What  is  being  done  to  preclude  duplication  of  eflbrt  between  the  DUSD(ES) 
technology  section  and  SERDP? 

Ms.  Goodman.  (1)  The  DUSD(ES)  is  a  statutory  member  of  the  SERDP  Council. 
The  DUSD(ES)  environmental  technology  section  supports  the  DUSD(ES)  role  on 
the  SERDP  Council.  The  relationship  between  the  environmental  technology  section 
and  SERDP  has  been  extremely  good,  mainly  due  to  the  extensive  interaction  and 
communication  between  the  two  groups.  Members  of  the  environmental  technology 
section  attend  most  of  the  SERDP  meetings,  serve  on  the  SERDP  executive  working 
group  and  participate  at  the  Scientific  Advisory  Board  meetings.  SERDP  staff  is  ex- 
tended the  same  courtesy  at  all  the  Environmental  Technology  programs  reviews. 
This  close  cooperation  particularly  helps  programs  that  are  ready  to  be  transitioned 
from  SERDP  to  ESTCP. 

(2)  There  is  no  duplication  of  effort  between  the  DUSD(ES)  technology  section  and 
SERDP.  It  should  be  noted  that  SERDP  is  a  joint  multi-agency  effort  (DOD,  DOE 
and  EPA),  that  supports  technology  base  efforts  (6.1  through  6.3)  in  six  thrust  areas 
comprising  global  environmental  change,  energy  conservation/renewable  resources, 
cleanup,  compliance,  conservation  and  pollution  prevention.  The  mission  of  the  envi- 
ronmental technology  section  is  to  address  high  priority  DOD  environmental  prob- 
lems in  compliance,  cleanup,  conservation  and  pollution  prevention  and  focus  on  en- 
vironmental problems  that  are  unique  to  DOD.  The  section  manages  ESTCP  and 
is  responsible  for  the  demonstration  and  validation  of  the  most  promising  innovative 
technologies,  some  of  which  include  those  that  transitioned  from  SERDP.  These 
demonstrations  are  conducted  on  military  facilities  with  test  and  evaluation  per- 
formed by  DOD  organizations.  ESTCP,  in  effect  serves  as  a  conduit  for  SERDP's 
most  promising  technologies  to  be  transitioned  for  demonstrations  and  validation 
and  subsequent  use  at  a  DOD  facility. 

DERA  FUNDS  FOR  PRP  SITES 

Senator  McCain.  In  the  fiscal  year  1995  DERA  budget  request,  25  percent  of 
$391.6  million  was  proposed  for  funding  of  DOD's  share  of  costs  incurred  at  sites 
for  which  DOD  has  been  identified  as  a  Potentially  Responsible  Party  (PRP). 

(a)  What  amount  of  the  flscal  year  1993  to  fiscal  year  1995  DERA  budgets  were 
expended  for  PRF*? 

(b)  How  much  was  directed  for  actual  cleanup,  not  studies?  How  much  for  studies? 

(c)  What  activities  other  than  actual  cleanup  and  studies  are  covered  by  these 
funds? 

(d)  How  many  PRP  sites  are  there? 

(e)  Are  there  PRP  sites  that  do  not  fall  into  the  category  of  conmiercially  operated 
waste  disposal  facilities? 

if)  What  sites? 

Ms.  Goodman,  (a)  Department  expenditures  (in  millions  of  dollars)  for  PRP  obli- 
gations have  been  as  follows  (figures  based  on  latest  information  available  and  as 
reported  in  the  Department's  fiscal  year  1996  budget  request): 

Fiscal  years  1993,  $30.1;  1994,  $64.3;  and  1995,  $49.5  (estimated)  for  a  total  of 
$143.9. 

(b)  PRP  expenses  are  not  identified  by  phase  as  are  projects  executed  by  the  De- 
partment. 

(c)  Besides  investigation,  analysis,  and  restoration  activities,  PRP  expenses  in- 
clude costs  associated  with  negotiations  and  settlement  costs. 

(d)  There  are  56  locations  where  the  Department  has  paid  more  than  $100,000 
of  DERA  funds  as  of  the  end  of  ilscal  year  1994.  There  are  other  sites  where  DOD 
has  been  named  as  a  PRP  but  for  which  DOD  liability  has  not  been  sufficiently  es- 
tablished or  where  the  amount  involved  is  less  than  $100,000.  In  addition,  at  For- 
merly Used  Defense  Sites  (FUDS),  there  are  approximately  133  locations  at  which 
the  Department  is  regarded  as  a  PRP. 

(e)  Yes,  there  are  other  types  of  sites  for  which  the  Department  has  been  named 
a  PRP. 

(D  Some  examples  of  other  types  of  sites  for  which  the  Department  has  been  held 
liable  include  municipal  disposal  facilities,  contractor  industrial  facilities  where 
DOD  liability  has  been  sufficiently  established,  and  spill  sites. 
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STABLE  FUNDING  FOR  DERA 

Senator  McCain.  On  March  24  the  DOD  testified  that:  The  Department  has  es- 
tablished a  stable  funding  level  of  $1.62  billion  for  DERA  for  the  next  5  years.  With- 
in this  funding  level  we  believe  we  can  meet  the  commitments  is  the  regulatory 
agreements  and  focus  on  executing  a  consistent,  reliable  program." 

(a)  How  might  the  fiscal  year  1995  rescission  and  fiscal  year  1996  DERA  short- 
falls impact  the  intended  fiexibility  and  reliability  of  DERA? 

(b)  \Vhat  are  the  long  term  impacts  of  funding  shortfalls  on  the  Environmental 
Restoration  Program? 

(c)  What  phase  of  the  cleanup  process  will  likely  be  affected  most  by  funding 
shortfalls? 

(d)  Do  the  Federal,  State,  and  local  regulators  agree  that  the  fiscal  year  1996 
DERA  budget  request  is  adequate  for  meeting  commitments  in  existing  regulatory 
agreements? 

(e)  Have  the  Federal,  State,  or  local  regulators  been  asked  for  input  on  the  issue 
of  adeauate  funding? 

(0  What  is  the  total  cost  of  meeting  "actual  cleanup"  commitments  during  fiscal 
year  1996?  "Actual  cleanup"  should  exclude  funding  projections  in  the  following 
areas:  DUSD  (ES)  staff  salaries  and  office  administration  cost;  technology;  and 
ATSDR/DSMOA  reimbursements. 

(g)  How  much  of  the  fiscal  year  1995  DERA  funds  remain  unobligated? 

Ms.  Goodman,  (a)  The  fiscal  year  1995  DERA  rescission  and  any  shortfalls  in  fis- 
cal vear  1996  DERA  funding  will  significantly  impact  the  flexibility  and  reliability 
of  the  Defense  Environmental  Restoration  Program.  Over  the  last  couple  of  years, 
DERA  funding  shortfalls  have  required  DOD  remedial  project  managers  to  work 
with  EPA  aneVor  State  regulators  to  renegotiate  agreement  milestones.  When  con- 
gressional cuts  force  DOD  to  adjust  milestones,  turmoil  results.  The  DOD  remedial 
project  managers  must  work  with  EPA  and/or  State  regulators,  as  well  as  the  Res- 
toration Advisory  Boards,  as  time  permits,  and  revise  the  scope  and/'or  timing  of 
projects.  These  renegotiations  have  caused  delays  in  finalizing  projects  and  getting 
them  under  contract.  Since  the  cuts  have  been  so  significant,  each  military  depart- 
ment has  been  forced  to  review  their  entire  program  before  proceeding.  The  cleanup 
program  is  not  like  real  property  maintenance  where  repair  or  maintenance  of  facili- 
ties are  individual  projects,  waiting  on  the  shelf  to  be  awarded.  Instead,  the  cleanup 
work  has  milestones  established  throughout  the  fiscal  year  and  often  depends  on  the 
completion  of  a  preceding  effort  and  regulatory  concurrence  before  proceeding  to  the 
next  step.  The  impact  of  appropriation  cuts  puts  this  planned  phasing  for  executing 
projects  into  upheaval,  decreasing  the  reliability  and  increasing  the  costs  of  admin- 
istering of  the  program.  We  are  asking  that  Congress  support  our  efforts  to  treat 
the  cleanup  of  past  activities  like  a  mortgage  and  commit  to  a  stable  level  of  fund- 
ing. With  this,  the  Department  will  be  able  to  plan  and  make  commitments  reliably. 

(b)  In  the  long  term,  funding  shortfalls  will  increase  the  costs  of  cleanup,  decrease 
the  Department's  ability  to  plan  and  execute  its  program,  and  reflect  badly  on  the 
Department's  and  Federal  government's  commitment  to  sound  environmental  stew- 
aroship.  Delay  increases  overall  costs  because  it  allows  contaminants  to  migrate, 
spreading  the  contamination  over  a  larger  area.  Also,  unreliable  funding  causes  in- 
efficiencies and  results  in  resources  being  diverted  from  cleanup  projects  to  adminis- 
tration and  management  requirements.  Reduced  funding  will  cause  increased  regu- 
latory enforcement  pressures,  especially  from  States  who  feel  the  Federal  Govern- 
ment is  not  sufficiently  supporting  its  obligations.  Funding  shortfalls  mean  we  are 
not  able  to  perform  the  work  promised  to  our  local  communities.  The  adverse  public- 
ity and  loss  of  public  trust  will  reflect  badly  on  the  Department.  Most  importantly, 
delaying  project  execution  results  in  the  continued  exposure  and  risk  to  human 
health  and  tne  environment,  especially  that  of  our  servicemen  and  their  families. 
Two  examples  where  funding  shortfalls  have  stopped  high  relative  risk  cleanups  at 
installations  in  fiscal  year  1995  are  Fort  Drum,  New  York  and  Longhom  Army  Am- 
munition Plant,  Texas.  At  Fort  Drum,  the  Army  cannot  contain  off  post  ground- 
water contamination  which  threatens  the  drinking  water  supply  for  Watertown, 
New  York,  and  at  Longhom  Army  Ammunition  Plant,  Texas,  solvents  from  a  land- 
fill will  continue  to  migrate  toward  community  drinking  water  because  funds  were 
not  available  for  the  remediation  project. 

(c)  Cleanup  projects  follow  the  necessary  investigation  and  analysis  efforts,  there- 
fore, delays  in  executing  investigations  will  cause  delays  in  executing  cleanup  ef- 
forts. Any  reduction  in  funding  will  disproportionately  impact  cleanups,  especially 
remedial  actions. 

(d)  and  (e)  Re^latory  agencies  are  not  directly  involved  in  building  our  budget 
and  are  not  provided  an  opportunity  to  concur  or  non  concur. 
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(0  The  fiscal  year  1996  DERA  budget  request,  excluding  ATSDR,  DSMOA,  and 
DUSD(ES)  administration  is  $1,587.4  million.  The  fiscal  year  1996  DERA  budget  re- 
quest does  not  include  funds  for  technology  development. 

(g)  As  of  February,  we  estimated  that  the  mid  year  (March  31,  1995)  unobligated 
balance  would  be  $600  million  dollars.  Since  then  $300  million  was  rescinded  from 
DERA.  We  do  not  have  more  recent  obligations  figures  at  this  time. 

FEDERAL  FACILITY  AGREEMENTS 

Senator  McCain.  DOD  and  the  military  services  may  have  to  renegotiate  cleanup 
schedules  set  forth  in  Federal  facility  agreements  (FFAs)  as  a  result  of  the  fiscal 
year  1995  DERA  rescission,  and  in  the  event  that  the  fiscal  year  1996  DERA  budget 
request  is  not  fully  funded. 

(a)  How  many  FFAs  are  there? 

(b)  Which  would  likely  require  renegotiation  for  fiscal  year  1995  funding  short- 
falls? 

(c)  Specifically  identify  instances  in  which  DOD  and  the  military  services  have  ini- 
tiated discussions  with  Federal,  State,  or  local  regulators  on  the  subject  of  FAA 
renogotiation? 

(d)  How  have  the  regulators  responded? 

(e)  Have  you  been  advised  that  any  regulators  are  likely  to  challenge  the  force 
majeure  provisions  of  the  FFAs? 


(0  What  types  of  challenges  do  you  anticipate? 

(g)  Which  installations  might  this  impact/  How? 

(n)  Do  you  anticipate  that  there  will  be  a  direct  impact  on  an  installation  mission? 


Describe  the  installations  and  the  impact. 

(i)  Absent  evidence  of  bad  faith,  is  there  precedent  for  a  successfiil  regulatory 
challenge  of  FFA  Force  majeure  provisions? 

(i)  If  so,  identify  the  case(s)  name(s)  and  facts. 

(k)  What  actions  have  DOD  and  the  military  services  initiated  in  anticipation  of 
possible  funding  shortfalls  for  the  fiscal  vear  1996  DERA  budget? 

Ms.  Goodman,  (a)  As  of  the  end  of  last  fiscal  year  (September  30,  1994),  there 
were  98  signed  FFAs,  one  of  which  was  at  an  installation  proposed  for  the  NPL. 
Eleven  other  installations  on  or  proposed  for  the  NPL  had  FFAs  under  negotiation 
and  expected  to  be  signed  by  the  end  of  fiscal  year  1995. 

Cb)  The  FFAs  at  the  following  installations  will  likely  require  renegotiation  of 
cleanup  schedules: 


ARVTY 
ANMSTON  AD 
FORT  RILEY 
FORT  WAIN  WRIGHT 
FORT  RICHARDSON 
ABERDEEN  PG 
SENECA  AD 
LETTERKENNY  AD 
CORNHUSKER  AAP 
FORTDIX 

longhornaap 
sava.nna  da 
tobyhanna ad 
lone  star  aap 

ARDEC 

rV\TN  CITIES  AAP 
SUDBURY  LAKE  CITY  AAP 
LOUISLVNA  AAP 


NAVY 
ADAK  NAS 
BARSTOW  MCLB 
NEW  LONDON  NSB 
JACKSONVILLE  NAS 
PENSACOLA  NAS 
ALBANT  MCLB 
PEARL  HARBOR  HSC 
CAMP  LEJEUNE  MCB 
EARLE  NWS 
LAKEHURST  NAWC 
SABANA  SECA  NSGA 
NEWPORT  NETC 
YORKTOWN  NWS 
KEYPORT  NUWES 
WHIDBEY  ISLAND 


AIR  FORCE 
ANDERSON  AFB 
EDWARDS  AFB 
F.E.  WARREN  AFB 
HILL  AFB 
OTIS  ANGB 
WRIGHT-PATTERSON 


(c)  Aberdeen  PG  initiated  discussion  on  the  impact  of  the  rescission  at  a  recent 
RAB  meeting. 

On  April  19-20,  1995,  the  Navy  formally  met  with  the  States  of  Alaska,  Arizona, 
California  and  Washington  and  EPA  Regions  DC  and  X,  to  discuss  the  effects  of  the 
fiscal  year  1995  DERA  rescission  and  its  effect  on  work  to  be  accomplished  at  instal- 
lations within  their  States.  During  the  meeting  the  Navy's  fiscal  year  1996  DERA 
budget  request  was  also  discussed.  Informal  discussions  between  our  project  man- 
agers, regulator  staffs,  and  Restoration  Advisory  Boards  are  taking  place  in  all  af- 
fected regions  and  States. 
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Air  Force  bases  at  which  discussions  with  regulators  have  been  initiated  are  as 
follows: 

•  F.E.  Warren  AFB,  WY.  Renegotiations  initiated  May  3,  1995  with  EPA  Region 
8.  FVoject  funding  reductions  of  approximately  $4  million  require  deferment  of  woric 
and  schedule  adjustments. 

•  Hill  AFB,  UT.  Renegotiations  with  EPA  State  and  Region  8  are  informal  as  of 
May  4,  1995.  Project  funding  reductions  of  approximately  $1  million  will  postpone 
completion  of  remedial  investigation  work  requiring  schedule  adjustments. 

•  Otis  ANGB,  MA.  Renegotiations  underway  with  EPA  State  and  Region  1. 
Project  funding  reductions  of  approximately  $2  million  require  deferment  of  work 
and  schedule  adjustments. 

•  Wright-Patterson  AFB,  OH.  Renegotiations  with  EPA  State  and  Region  5  are 
underway.  Project  funding  reductions  of  approximately  $2.8  million  will  postpone 
work  on  three  remedial  investigations  requiring  schedule  adjustments. 

(d)  Most  regulatory  agencies  appear  to  be  cooperating  with  schedule  renogotiation 
resulting  from  the  rescission.  The  only  specific  unfavorable  response  of  which  we  are 
aware  is  at  Hill  Air  Force  Base  where  EPA  Region  8  and  State  regulators  have  indi- 
cated they  will  not  respond  favorably  to  a  schedule  delay. 

(e)  The  Department  nas  not  received  any  formal  regulatory  challenge  to  the  force 
majeure  provisions  of  the  FFAs. 

(0  The  Department  is  not  anticipating  any  specific,  direct  challenges  to  the  force 
majeure  provisions  at  this  time.  Funding  shortfalls  will,  however,  significantly 
change  the  nature  of  our  relationships  with  regulatory  agencies  from  one  of  coopera- 
tion and  partnership  to  regulatory  enforcement.  This  will  decrease  flexibility  and 
regulator  willingness  to  avoid  red  tape,  driving  up  costs  in  the  long  run.  The  De- 
partment has  worked  hard  to  reduce  the  distrust  that  the  public  and  regulatory 
agencies  historically  have  had  of  DOD  operations.  Slowed  progress  and  changing 
plans  caused  by  budget  cuts  breakdown  the  trust  that  has  been  established,  which 
not  only  impacts  the  cleanup  program  but  reflects  poorly  on  the  Department  as  a 
whole. 

(g)  We  do  not  know  which  specific  installations  are  likely  to  be  impacted,  however, 
certain  States  or  regulatory  agencies  have  expressed  concerns  in  meetings  with  the 
services.  Among  them  are  Alaska,  Arizona,  California,  Utah,  and  Washington. 

(h)  We  can  not  predict  with  precision  the  impact  on  a  specific  installation.  How- 
ever, more  property  will  continue  to  be  unavailable  to  the  base  commander  in  sup- 
gort  of  the  military  mission.  In  addition,  more  of  the  Commanding  Officer's  time  will 
e  diverted  from  tne  mission  to  negotiations  with  regulators.  Also,  the  current  posi- 
tive relationship  enjoyed  by  our  installations  with  the  surrounding  vulnerable  com- 
munity may  suffer. 

(i)  We  do  not  know  of  any  such  cases  specifically  on  point. 

(i)  None  known. 

(k)  The  Department  has  planned  for  fiscal  year  1996  to  be  a  year  of  transition 
toward  greater  risk -based  prioritization.  We  are  continuing  to  reorient  our  cleanup 
schedules  to  focus  on  higher  relative  risk  sites  and,  obviously,  the  availability  of 
funding  is  one  of  the  issues  on  the  table.  Services  are  programming  work  schedules 
based  on  the  budgeted  level  of  funding.  To  the  extent  necessary  and  legally  avail- 
able, we  anticipate  using  our  relative  risk  analysis  in  reprioritizing  cleanup  efforts 
to  deal  with  a  funding  shortfall. 

IDENTIFYING  CLEANUP  SITES 

Senator  McCaiN.  During  the  last  20  years  the  DOD  program  has  focused  on  locat- 
ing and  studying  the  characteristics  of  contaminated  sites. 

(a)  Why  has  it  taken  so  much  time  and  money  to  reach  a  point  where  cleanup 
dollars  are  finally  being  used  to  move  dirt?  It  is  not  enough  to  say  that  the  location 
and  identification  of  contaminated  sites  has  been  an  ongoing  process.  Such  a  state- 
ment does  not  address  the  perception  that  the  DOD  has  not  adequately  balanced 
the  need  to  study  with  the  need  to  move  dirt. 

(b)  What  details  and  examples  best  explain  that  result? 

(c)  To  what  degree  has  the  private  sector  approached  cleanup  in  a  manner  that 
is  similar  to  the  DOD? 

(d)  Has  the  private  sector  placed  as  much  funding  emphasis  on  studies? 

(e)  What  are  some  specific  examples  of  private  sector  parallels? 

Ms.  Goodman,  (a)  Not  only  are  investigations  anfl  analyses  important  tools  to  de- 
termine whether  a  cleanup  action  needs  to  be  taken,  and  what  the  appropriate,  cost 
effective  remedy  should  be,  but  they  are  required  under  existing  cleanup  statutes 
and  reflations.  For  communities  faced  with  possible  exposure  to  toxins,  one  of  the 
most  fearful  aspects  is  not  knowing  if  they  are  being  exposed.  As  such,  environ- 
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mental  laws  place  a  high  priority  on  investigations  to  determine  the  existence  and 
extent  of  contamination.  The  information  we  nave  suggests  that  the  Department  has 
devoted  less  to  investigations  than  EPA  and  private  sector  sites. 

Due  to  legal  mandates,  much  of  DOD's  past  efforts  in  environmental  restoration 
were  devoted  to  investigating  the  problem.  Prior  to  fiscal  year  1994,  more  than  60 
percent  of  the  funding  was  spent  lor  investigations  and  analvsis — a  crucial  invest- 
ment required  for  identifying  sites,  determining  the  need  for  cleanup  and  the  nature 
and  extent  of  any  cleanup  required,  and  determining  the  proper  approach  for  clean- 
up. Although  new  sites  continue  to  be  identified  and  added  to  the  program,  DOD 
began  to  shift  the  focus  to  actual  cleanup  and  reducing  real  environmental  risks  in 
fiscal  year  1993.  Fiscal  year  1994  was  tne  first  year  tnat  more  dollars  were  spent 
on  actual  cleanup  work  then  on  analysis  and  investigation.  In  the  fiscal  year  1996 
President's  budget  submission  for  Environmental  Restoration,  Defense  (DERA),  only 
18  percent  of  the  requested  funds  are  directed  toward  investigation  and  analysis  for 
environmental  restoration.  We  are  using  more  interim  actions  to  remove  sources  of 
contamination  and  reduce  immediate  threats;  doing  a  better  job  of  prioritizing  site 
cleanups;  balancing  cleanup  levels  against  exj)ected  future  land  use  and  life  cycle 
costs;  promoting  technologies  to  target  our  most  pressing  needs;  identifying  better 
management  and  contracting  approaches;  and  overcoming  regulatory  or  statutory 
impediments  to  successful  execution  of  the  restoration  program. 

The  investigation  and  analysis  phase  is  a  critical  part  of  the  cleanup  process.  Sub- 
surface investigation  and  cleanup  is  difficult  and  expensive  with  many  unknowns. 
Insufficient  investigation  will  lead  to  more  costly,  conservative  remedies  being  se- 
lected. 

(b)  DOD  has  also  used  the  investigative  phase  to  reduce  the  number  of  sites  that 
require  remedial  action  also  known  as  response  complete  (no  further  response  action 
planned).  Since  any  area  which  has  a  probability  of  being  contaminated  is  identified 
as  a  site,  it  is  important  to  investigate  to  determine  if  tne  area  actually  should  be 
considered  a  site.  As  of  fiscal  year  1994,  9,013  sites,  42  percent  of  the  total  number 
of  sites,  have  been  classified  as  response  complete  based  on  investigations.  The  table 
below  illustrates  the  number  of  sites  closed  out  based  on  investigations  for  the  last 
5  years: 


YEAR 

SITES  WITH  NO  FURTHER 

ACTION 
BASED  ON  INVESTIGATION 

1990 

131 

1991 

302 

1992 

1,685 

1993 

487 

1994 

178 

Total 

2,783 

(c)  The  Department  of  Defense  Inspector  General  conducted  a  study  comparing 
the  Department  of  Defense  cleanup  efforts  at  selected  installations  to  Environ- 
mental Protection  Agency  (EPAVprivate  sector  waste  site  cleanup  efforts.  According 
to  the  January  1995  report,  A  Study  Comparing  Department  of  Defense  and  Envi- 
ronmental Protection  Agency  / Private  Sector  Environmental  Cleanups,  general  com- 
parisons between  similar  DOD  and  EPA/private  sector  sites  can  be  made.  The  DOD 
cleanup  program  is  very  similar  to  the  EPA/private  sector  effort.  The  number  and 
type  of  Comprehensive  Environmental  Response,  Compensation,  and  Liability  Act 
(CERCLA)  process  investigations  conducted  for  DOD  sites  and  EPA/private  sector 
sites  are  the  same;  essentially  all  sites  surveyed  prepared  Remedial  Investigation/ 
Feasibility  Studies  (RI/FSs),  risk  assessments.  Records  of  Decision  (RODs),  proposed 
plans,  and  remedial  designs. 
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(d)  According  to  the  study  mentioned  in  (c)  above,  site  characterization  Remedial 
Investigation/Feasibility  Study  (RI/FS)  costs  were  less  at  DOD  sites  than  at  EPA/ 
private  sector  landfill  sites.  Site  characterization  costs  at  the  solvent  sites  studies 
were  similar. 

(e)  Some  specific  examples  listed  in  the  IG  study  are  comparisons  between  the 
Michaelsville  Landfill  located  on  Aberdeen  Proving  Ground  and  two  EPA/private 
sector  landfills  in  Maryland,  Woodlawn  Landfill  and  Limestone  Road  Landfill;  Fort 
Dix  Landfill  and  one  EPA/private  sector  site,  the  Helen  Kramer  Landfill  in  New  Jer- 
sey; the  main  base  landfill  at  the  Massachusetts  Military  Reservation  on  Cape  Cod 
and  the  EPA/private  Shafier  Landfill  which  is  part  of  the  Iron  Horse  NPL  site  in 
Massachusetts;  Naval  Air  Engineering  Center  Lakehurst  (Areas  A  and  B)  and  the 
EPA/private  Garden  State  Cleaners  in  New  Jersey. 

CLEANUP  VS.  INVESTIGATIONS 

Senator  McCain.  Funding  for  DERA  has  grown  from  about  $150  million  in  fiscal 
year  1984  to  about  $2  billion  in  fiscal  year  1995.  Only  about  20  percent  ($465  mil- 
lion) was  spent  for  cleaning  up  contammated  sites;  the  remainder,  presumably,  was 
spent  for  studies.  Fiscal  year  1994  marked  the  first  time  that  DOD  spent  more  for 
cleanup  than  for  studies  (about  52  percent).  Spending  for  cleanup  will  increase  to 
about  63  percent  in  fiscal  year  1995  and  70  percent  in  fiscal  year  1996. 

(a)  What  is  the  current  total  number  of  sites  that  have  been  cleaned  up  since  fis- 
cal year  1984? 

(b)  How  many  of  those  sites  were  cleaned  up  in  fiscal  year  1994  and  fiscal  year 
1995? 

(c)  What  other  "no  year"  DERA  funds  were  obligated  for  this  purpose? 

(d)  Have  DERA  funds  been  fully  obligated  for  the  last  7  fiscal  years  (fiscal  years 
1988-1994)? 

(e)  If  not,  how  much  and  for  which  fiscal  years? 

(0  For  each  of  these  questions  provide  a  DOD  total  and  a  military  service  break- 
out. 

(g)  Identify  the  cleanup  sites  at  which  DOD  has  been  required  to  pay  for  the  im- 
plementation of  State  remedies. 

(h)  For  each  site  identified  what  was  the  cost  difference  between  State  remedy 
and  the  remedy  proposed  by  the  military  service? 

(i)  What  was  tne  rationale  for  the  application  of  the  State  remedies? 

(i)  Does  DOD  support  the  use  of  national  cleanup  standards  for  Federal  facilities? 

(k)  What  are  DOD's  future  plans  for  devolving  DERA  to  the  military  services? 

Ms.  Goodman,  (a)  The  Department  tracks  the  number  of  sites  with  response  com- 
plete (where  the  Department  does  not  expect  any  further  environmental  restoration 
work  to  be  required)  and  the  number  of  sites  with  response  complete  as  a  result 
of  environmental  restoration  efforts,  referred  to  as  sites  with  cleanup  complete.  The 
requested  information  follows: 

No  of  sites  with 


Response  complete         ^^^  ,^  ^^^^^^^ 


Army 6.763  313 

Navy  1.043  63 

Air  Force 1.577  173 

Defense  Agencies 257  78 


Total  9,640  627 

(b)  Of  the  sites  reported  in  answer  to  question  (a)  above,  the  sites  with  response 
complete  during  fiscal  year  1994  are  as  follows  (information  about  sites  with  re- 
sponse complete  in  fiscal  year  1995  is  not  available): 

No  of  sites  wth 


D  1^         Response  complete 

""'»"•???'"«'•        mr?  1994  due  to 


in  FY  1994 


cleanup 


Army 233  111 

Navy >  (61)  0 

Air  Force 165  39 
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No  at  sites  with 


Response  con.ple(e        ''*^",^'7'''f 
"^  -       ■  in  rY  1994  due  to 


in  FY  1994 


cleanup 


Defense  Agencies 48  57 


Total  385  207 

>  Ne(ative  value  due  to  corrections  in  the  database 

The  Department  continues  to  track  progress  being  made  at  all  our  sites  in  the 
program,  but  we  have  introduced  the  concept  of  relative  risk  site  evaluation  to  make 
sure  that  work  planned  at  our  sites  focuses  on  addressing  the  hi^est  relative  risk 
sites  first,  and  reducing  the  risks  posed  by  those  sites. 

(c)  The  DERA  is  a  no  year  account.  DERA  funds  take  on  the  attributes  of  the  ac- 
counts into  which  they  are  transferred.  Almost  all  DERA  funds  are  transferred  into 
the  military  departments'  O&M  accounts  and  thus  must  be  obligated  by  the  end  of 
the  fiscal  year.  The  only  funds  that  have  been  placed  into  the  DERA  are  funds  spe- 
cifically appropriated  by  Congress  and  funds  recovered  from  other  parties  due  to 
their  liability  at  a  site  being  cleaned  up  by  the  Department.  This  latter  category  has 
only  occurred  a  few  times  and  has  never  exceeded  $5  million  in  a  year.  Funds  can 
be  pulled  back  into  the  DERA  before  the  end  of  the  year  and  remain  no  year  funds, 
however,  the  DERA  account  has  never  rolled  more  than  $5  million  from  one  year 
to  the  next  except  the  end  of  fiscal  year  1992  when  supplemental  DERA  funds  were 
received  late  in  the  year  and  almost  entirely  rolled  over  to  be  executed  in  fiscal  year 
1993. 

(d)  and  (e)  Over  99  percent  of  DERA  funds  have  been  obligated  by  the  end  of  the 
fiscal  year  in  every  year  in  which  the  account  has  existed. 

(0  Information  has  been  provided  above  by  military  department  where  available. 

(g)  For  NPL  sites,  the  cleanup  standard  may  be  State  or  Federal  depending  on 
negotiations  with  the  state.  For  non-NPL  sites,  the  cleanup  standard  is  the  State 
standard.  For  the  most  part,  the  cooperative  relationships  the  Department  has  built 
with  State  and  Federal  regulators  have  enabled  installations  to  negotiate  appro- 
priate cleanup  standards.  Two  specific  locations  where  State  standards  will  drive  up 
costs  are  in  Pennsylvania  and  Colorado.  Some  States,  including  California,  South 
Carolina,  and  Pennsylvania  have  groundwater  non-degradation  laws.  Negotiations 
are  currently  underway  at  Tobyhanna  and  Letterkenny  Army  Depots  regarding  ap- 
plication of  the  Pennsylvania  law.  In  Colorado,  Rocky  Mountain  Arsenal  is  currently 
negotiating  with  the  State  regarding  the  cleanup  standard  for  a  military-specific 
contaminant. 

(h)  If  the  Pennsylvania  remedy  is  agreed  upon,  the  result  could  be  an  increase 
in  the  lifetime  cleanup  cost  at  the  two  installations  of  $250  million.  At  Rocky  Moun- 
tain Arsenal,  the  State  remedy  may  cost  as  much  as  $3.8  billion  more  than  the  DOD 
proposed  remedv. 

(i)  In  Pennsylvania,  the  State's  non-degradation  law  is  intended  to  apply  to  cur- 
rent operations.  However,  because  it  is  identified  as  a  "relevant  and  appropriate" 
standard  under  CERCLA,  it  is  being  applied  to  past  operations.  In  Colorado,  in  the 
absence  of  another  standard  for  the  contaminant,  the  State  developed  one  that  they 
felt  would  provide  the  level  of  protection  appropriate  for  their  citizens.  However,  the 
State  standard  far  exceeds  the  EPA's  health  advisory  for  this  contaminant. 

(j)  No.  Development  of  uniform  cleanup  standards  has  worked  for  drinking  water 
and  ground  water  but  would  not  work  for  soil  contamination.  In  order  to  account 
for  all  of  the  variables  associated  with  soil  contamination,  standards  would  need  to 
established  that  are  far  too  stringent  in  order  to  take  into  consideration  a  sufficient 
level  of  safety.  Instead,  we  support  the  adoption  of  a  single  point  of  risk  for  use 
when  determining  cleanup  standards  for  carcinogens.  Currently,  cleanup  standards 
are  set  within  a  range  which  translates  into  setting  a  standard  from  one  in  ten 
thousand  excess  cancer  deaths  to  one  in  a  million  excess  cancer  deaths.  This  is  oflen 
referred  to  as  the  range  between  10—4  and  10-6.  While  we  support  the  establish- 
ment of  a  single  point,  we  must  allow  for  waivers  in  the  event  that  naturally  occur- 
ring substances  or  background  is  above  the  range  or,  it  is  technically  infeasible  to 
achieve  a  lower  standard.  For  example,  it  would  not  be  possible  to  achieve  a  10- 
4  clean  up  standard  for  some  radionucleides. 

(k)  The  Department  is  considering  alternatives  to  make  its  environmental  restora- 
tion program  more  responsive  to  fiscal  requirements.  One  such  option  is  to  give  each 
military  department  greater  control  over  their  own  program. 
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LANDFILL  AND  GROUNDWATER  CONTAMINATION  CLEANUP 

Senator  McCain.  On  March  24  DOD  testified  that  the  most  difTicult  type  of  sites 
to  assess  are  landfills  and  those  with  ground  water  contamination. 

(a)  What  is  the  average  amount  of  time  and  funding  necessary  to  complete  site 
assessment  and  investigation  at  such  sites? 

(b)  How  many  DOD  cleanup  sites  involve  landfills  and  groundwater  contamina- 
tion. 

(c)  Describe  the  extent  to  which  containment  is  used  at  these  sites? 

Ms.  Goodman,  (a)  A  preliminary  assessment  (PA)  and  site  inspection  (SI)  will  cost 
on  the  average  about  $41,000  and  take  less  than  1  year  to  complete  for  a  typical 
site.  A  remedial  investigation/feasibility  study  (RI/FS)  will  cost  $1,300,000  and  take 
from  18  months  to  2  years  for  a  typical  site.  Both  landfills  and  groundwater  con- 
tamination present  more  complicated  and  difficult  situations  and  the  completion 
time  and  cost  for  those  sites  maybe  greater  than  the  average.  However,  the  average 
time  for  a  PA/SI  at  a  landfill  takes  1  year,  while  the  average  time  for  a  RI/FS  at 
a  landfill  takes  2-3  years.  A  PA/SI  for  ground  water  contamination  takes  on  average 
1  year,  while  an  RI/FS  requires  on  average  2-3  years.  In  many  instances,  a  grouna- 
water  site  has  been  contaminated  by  more  than  one  source,  and  both  groundwater 
and  landfill  sites  can  contain  a  wide  range  of  contaminants. 

(b)  Of  the  14,962  active  sites  in  the  Defense  Environmental  Restoration  Program 
(DERP),  we  have  1,539  landfill  sites  in  progress,  as  of  September  30,  1994.  It  is 
more  difficult  to  identify  groundwater  sites  as  they  are  sometimes  identified  sepa- 
rately, but  in  most  cases  are  part  of  another  site.  We  estimate  that  approximately 
30  to  60  percent  of  all  sites  requiring  cleanup  action  will  include  groundwater  con- 
tamination. 

(c)  Typically,  the  remedy  for  landfills  is  capping  to  control  infiltration  and  reduce 
leaching  rather  than  to  dig  up  contaminated  media  and  move  it  to  another  location. 
We  have  installed  36  landfill  caps  as  interim  remedial  actions.  Capping  can  be  used 
with  other  actions  such  as  leachate  collection/treatment  and  access  control.  For 
many  groundwater  sites,  pump  and  treat  systems  are  used  to  contain  the  ground- 
water plume.  In  some  cases,  an  alternate  water  supply  or  a  wellhead  treatment  sys- 
tem is  installed.  We  have  63  alternate  water  supply/water  treatment  systems  in 
place. 

"no  further  action  required"  sites 

Senator  McCain.  On  March  24  DOD  testified  that  when  a  site  investigation  re- 
veals contamination  levels  that  do  not  adversely  impact  human  health  ana  the  envi- 
ronment these  sites  may  be  closed  out,  precluding  the  need  for  costly  remediation 
efforts. 

(a)  Since  fiscal  year  1984,  how  many  sites  have  been  handled  in  this  manner? 

(b)  What  is  the  average  length  of  investigation  time  required  to  close  out  a  site 
based  on  a  finding  that  remediation  is  unnecessary? 

(c)  What  is  the  average  DERA  investment  is  these  sites? 

(d)  How  does  the  DOD  account  for  these  sites?  Are  they  considered  sites  that  have 
been  subject  to  cleanup? 

Ms.  Goodman,  (a)  Since  the  inception  of  the  Defense  Environmental  Restoration 
Program  (DERP)  in  1984,  we  have  eliminated  9,013  DOD  installation  sites  and 
4,65l  Formerly  Used  Defense  Sites  (FUDS)  as  a  result  of  investigations. 

(b)  There  is  more  than  one  opportunity  to  identify  a  site  as  "no  further  action  re- 
ouired"  during  the  complete  investigation  process,  e.g.,  preliminary  assessment 
(PA),  site  inspection  (SI),  and  remedial  investigation/feasibility  studv  (RI/FS)  phase. 
Generally,  a  F*A/SI  takes  less  than  1  year  to  complete,  for  a  typical  site.  An  RI/FS 
can  last  from  IV2  to  2  years  depending  on  site  complexity;  however,  most  findings 
for  "no  further  action  required"  would  be  made  after  the  PA  or  the  SI  stage. 

(c)  A  PA  typically  costs  about  $16,000.  An  SI  requires  approximately  $25,000,  and 
an  RI/FS  costs  about  $1,300,000. 

(d)  DOD  maintains  information  on  all  sites  in  the  DERP  by  following  each  site 
until  all  actions  are  finished.  We  use  the  phrase  "response  complete"  to  describe 
sites  where  no  further  action  is  required,  based  either  on  investigations  or  cleanup. 
We  do  distinguish  in  our  database,  the  difference  between  sites  where  no  further 
action  is  reouired  based  on  investigations,  and  sites  where  no  further  action  is  re- 
quired based  on  cleanup. 

identification  of  contaminated  sites 

Senator  McCain.  According  to  the  January  1995  Congressional  Budget  Office 
(CBO)  Report  on  DOD  installation  cleanup,  the  number  of  potentially  contaminated 
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sites  identified  by  DOD  on  active  militaiy  installations  has  increased  about  25-fold 
in  the  past  decade.  As  of  the  end  of  fiscal  year  1994  DOD  had  completed  10,851 
site  investigations  required  for  21,425  potentially  contaminated  sites. 

(a)  Subsequent  to  fiscal  year  1993,  how  many  more  sites  have  been  identified? 

(b)  What's  the  current  total  number  of  contaminated  sites? 

(c)  How  were  a  majority  of  the  sites  identified  as  contaminated? 

Ms.  Goodman,  (a)  For  DOD  installations  we  have  added  1,036  new  sites  and  re- 
opened 695  previously  closed  sites  for  a  total  of  1,731  new  or  reopened  sites  in  fiscal 
year  1994.  We  do  not  yet  have  fiscal  year  1995  information.  At  Formerly  Used  De- 
fense Sites  (FUDS),  in  fiscal  year  1994,  we  identified  312  new  potential  properties, 
and  determined  that  473  properties  were  ineligible  and  507  required  no  action,  for 
a  decrease  of  668  potential  properties. 

(b)  The  current  total  number  of  open  sites,  including  DOD  installations  and 
FUDS,  is  14,962.  Of  that  total,  11,785  are  at  DOD  installations  and  3,177  are  lo- 
cated at  formerly  used  Defense  properties.  As  shown  in  the  table  below,  the  21.425 
sites  that  the  CBO  refers  to  is  tne  total  number  of  sites  ever  identified  at  DOD  in- 
stallations, including  the  9,640  sites  at  which  response  is  complete. 

DOD  Formerly  uMd         «nn  tm.i 

installations        defense  sites         """  """ 

Total  No.  of  Sites  21,425  3,473  24,898 

No.  Sites  in  Progress  11,785  3,177  14,962 

Sites  Complete  9,640 296  9,936 

Data  as  of  Septemlwr  30,  1994 

The  number  of  sites  remaining  continues  to  fluctuate  as  existing  sites  are  deter- 
mined to  require  no  further  action,  new  sites  are  identified,  and  some  sites  are  re- 
opened. 

(c)  New  sites  are  added  to  the  program  throudi  Facility  Assessments  under  the 
Resource  Conservation  and  Recovery  Act  (RCRA),  Environmental  Baseline  Surveys 
for  BRAG  installations,  changes  in  eligibility  policies,  and  other  newly  discovered 
Goniprehensive  Environmental  Response,  Compensation,  and  Liability  Act 
(CEkCLA)  sites  and  Underground  Storage  Tank  (UST)  sites.  These  new  sites  are 
identified  predominantly  as  the  result  ofnewly  discovered  past  contamination,  not 
as  a  result  of  current  deficiencies  in  environmental  compliance.  Sites  previously  de- 
termined to  require  no  further  action  and  closed  out  as  "response  complete"  can  be 
reopened  when  a  regulatory  agency  does  not  concur  with  DOD's  determination  and 
requires  additional  investigation  and  analysis.  The  effect  is  a  decrease  in  the  num- 
ber of  sites  reported  as  "response  complete"  and  an  increase  in  the  number  of  active 
sites  remaining  in  the  program. 

DERP  PHASES 

Senator  McCain.  In  1991,  DOD  estimated  that  it  would  complete  the  preliminary 
assessment  phase  for  all  sites  in  the  Installation  Restoration  Program  by  1992,  the 
remedial  investigation/feasibility  study  phase  by  1996,  and  the  cleanup  phase  by 
about  2010. 

(a)  Assuming  the  fiscal  year  1996  DOD  DERA  budget  request  is  fully  funded, 
what  are  the  current  estimates  regarding  years  of  completion  for  each  of  the  phases? 

(b)  To  what  extent  has  the  1991  estimate  been  affected  by  funding  shortfalls  for 
subsequent  fiscal  years?  The  response  to  this  question  should  incorporate  a  detailed 
accounting  of  the  impact  of  any  snortfall  since  1991. 

(c)  To  date,  how  many  sites  have  completed  preliminary  site  assessment/site  in- 
spection and  remedial  investigation/feasibility  study  phases? 

(d)  What  were  the  dates  of  completion  for  those  phases  at  each  of  the  sites? 

Ms.  Goodman,  (a)  Given  the  congressional  cuts  of  the  last  3  years,  DOD  will  be 
unable  to  meet  the  goals  established  in  1991.  We  will  be  changing  the  Defense  Envi- 
ronmental Restoration  Program  (DERP)  emphasis  from  accomplishing  and  reporting 
site  status  by  phase,  to  reducing  the  risk  to  humans  and  the  environment. 

We  are  establishing  two  sets  of  goals  for  the  DERP — one  set  addresses  active 
DOD  installations  and  Formerly  Used  Defense  Sites  (FUDS),  the  other  set  is  for 
Base  Realignment  and  Closure  (BRAG)  installations.  The  active  installation  and 
FUDS  programs  have  goals  to  reduce  relative  risk  at  those  sites.  The  BRAG  goals 
also  include  reducing  site  relative  risk,  but  include  additional  goals  related  to  mak- 
ing property  available  for  transfer. 

In  supporting  the  goals  to  reduce  relative  risks,  DOD  is  conducting  a  relative  risk 
site  evaluation  and  cost  estimate  for  all  active  DERP  sites,  i.e.,  sites  without  a  re- 
sponse complete  or  no  further  action  required  determination.  We  expect  to  complete 
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this  data  collection  efTort  in  July  1995.  We  will  concentrate  primarily  on  high  rel- 
ative risk  sites  in  the  immediate  future,  while  honoring  our  current  legal  agree- 
ments, as  funding  permits. 

The  status  of  investigation  and  cleanup  efforts  for  both  DOD  installations  and 
Formerly  Used  Defense  Sites  (FUDS),  as  of  September  30,  1994,  is  summarized  in 
the  table  below: 


Phase 

Number  of  Sites 

Completed 

Underway 

Future 

11,732 

13,044 
736 
728 

122 

1,147 

6,832 

Cleanup               

1,075 

9,329 

We  will  concentrate  primarily  on  high  relative  risk  sites  in  the  immediate  future, 
while  honoring  our  current  legal  agreements,  if  funding  permits. 

(b)  Phase  progress  has  been  substantially  set-back  by  recent  budget  cuts.  More 
importantly,  budget  cuts  have  impacted  our  ability  to  address  our  high  relative  risk 
site  cleanup.  For  example,  the  most  recent  $300  million  rescission  in  fiscal  year 
1995  will  prevent  us  from  funding  approximately  $125  million  worth  of  work  at  high 
relative  risk  sites,  with  the  consequence  that  vulnerable  communities  are  still  ex- 
posed to  contamination  at  DOD  sites. 

(c)  We  have  completed  the  investigative  phases  or  determined  that  no  further  ac- 
tion was  necessary  as  a  result  of  investigations  for  10,851  sites,  881  eligible  FUDS 
sites  and  4,604  potentially  eligible  FUDS  properties. 

(d)  In  fiscal  year  1994,  we  completed  investigations  at  755  DOD  sites  and  1,261 
FUDS;  708  DOD  sites  and  896  FUDS  properties  and  sites  in  fiscal  year  1993;  and 
9,388  DOD  sites  and  3,328  FUDS  properties  and  sites  accomplished  during  and 
prior  to  fiscal  year  1992. 

INFORMATION  ON  RABs 

Senator  McCain.  Section  2705  of  title  10  provided  the  basis  for  DOD  establish- 
ment of  Restoration  Advisory  Boards  (RABs).  On  March  24  DOD  testified  that  RABs 
are  set  up  to  facilitate  community  participation  in  base  cleanup  decisions. 

(a)  How  many  RABs  are  there? 

(b)  What  are  the  funding  sources  for  RABs? 

(c)  Since  the  inception  of  RABs  how  much  annual  funding  has  been  required  for 
each  RAB? 

(d)  How  much  of  that  total  was  paid  out  of  funds  available  for  the  operation  and 
maintenance  of  each  installation? 

(e)  What  was  the  total  amount  of  funding  obligated  for  all  RABs? 

(0  How  much  RAB  money  was  made  available  for  technical  assistance  grants? 

(g)  How  much  RAB  money  was  made  available  to  facilitate  private  sector  partici- 
pation? 

(h)  How  much  RAB  money  was  used  to  employ  technical  and  expert  assistance 
to  the  installation? 

Ms.  Goodman,  (a)  More  than  180  RABs  have  been  established  at  operational  and 
closing  installations  and  Formerly  Used  Defense  Sites. 

(b)  Funding  sources  for  RABs  are  the  Defense  Environmental  Restoration  Account 
and  the  Base  Closure  Account. 

(c)  This  information  is  not  yet  available.  We  are  collecting  it  in  accordance  with 
Section  2705  of  title  10  USC,  Technical  Assistance  for  Public  Participation  in  De- 
fense Environmental  Restoration  Activities. 

(d)  This  information  is  not  available. 

(e)  While  we  do  not  have  validated  data,  DOD  estimates  that  it  has  expended  sev- 
eral million  dollars  on  RABs.  This  includes  costs  associated  with  training  personnel, 
establishing  RABs,  preparation  of  materials  for  meetings  and  summaries  of  tech- 
nical documents,  conduct  of  meetings,  and  other  administrative  support. 

(0  DOD  is  in  the  process  of  establishing  a  funding  program  and  mechanism  for 
providing  this  assistance  authorized  by  Section  326  of  The  National  Defense  Author- 
ization Act  for  Fiscal  Year  1995  (fiscal  year  1995).  It  is  our  goal  to  have  this  pro- 
gram in  place  before  the  end  of  fiscal  year  1995.  Until  then,  funding  is  available 
to  communities  through  the  Environmental  Protection  Agency's  Technical  Assist- 
ance Grants  program  and  Technical  Outreach  Services  to  Communities  program. 

(g)  See  response  to  question  (0- 

(h)  See  response  to  question  (f). 
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RAB  REPORT 

Senator  McCain.  Under  section  2705  of  title  10  the  DOD  was  directed  to  prescribe 
regulations  regarding  the  characteristics,  composition,  funding,  and  establisnment  of 
RABs.  DOD  has  also  been  directed  to  submit  a  RAB  report  not  later  than  May  1, 
1996. 

(a)  What  is  the  status  of  the  regulations? 

(b)  Is  the  report  on  track  for  May  1996? 

Ms.  Goodman,  (a)  DOD  issued  RAB  policy  for  closing  bases  on  September  9,  1993, 
and  for  non-closing  bases  on  April  14,  1994.  This  policy  describes  the  purpose,  for- 
mation, composition  of  RABs,  and  responsibilities  of  its  members.  Section  2705  of 
title  10  also  provided  new  authority  lor  DOD  to  provide  funding  for  communities 
to  facilitate  their  participation  in  the  restoration  program.  Three  options  have  been 
developed  to  provide  support  to  communities.  DOD  will  permit  public  comment  on 
these  options  before  the  final  regulations  are  proposed.  These  options  will  be  pub- 
lished in  the  Federal  Register  and  readers  will  be  asked  to  provide  comments  on 
them.  Regulations  are  being  drafted  and  may  be  revised  based  on  the  comments 
from  the  Federal  Register  request  for  comments. 

(c)  Yes.  We  are  collecting  data  in  order  to  prepare  the  report  as  recfuired. 

rcra/cercla  overlap 

Senator  McCain.  The  Comprehensive  Environmental  Response,  Compensation, 
and  Liability  Act  (CERCLA)  of  1980;  as  amended  by  the  Superfund  Amendments 
and  Reauthorization  Act  (SARA)  of  1986,  and  the  Resource  Conservation  and  Recov- 
ery Act  (RCRA)  of  1976,  as  amended  by  the  Hazardous  and  Solid  Waste  Amend- 
ments (HSWA)  of  1984,  have  some  overlapping  provisions. 

(a)  Please  describe  the  problems  DOD  nas  encountered  as  a  result  of  the  RCRA/ 
CERCLA  overiap? 

(b)  What  is  the  overall  annual  cost  of  this  overlap? 

(c)  What  are  some  DOD  proposed  legislative  solutions  for  the  104th  Congress? 

(d)  Is  the  DOD  or  the  administration  actively  pursuing  the  major  changes  to  the 
cleanup  process  outlined  in  the  March  24,  DOD  testimony? 

(e)  Ii  so,  what  is  being  done? 

Ms.  Goodman,  (a)  The  Department  experiences  several  major  difficulties  in  apply- 
ing RCRA  and  CERCLA  processes.  First,  the  basic  process  used  to  determine  clean- 
up action  levels  differs  in  CERCLA  and  RCRA.  Second,  cost  is  not  a  consideration 
in  the  RCRA  process  whereas  costs  are  considered  in  CERCLA  through  the  National 
Contingency  Plan  (NCP)  when  balanced  with  other  factors.  Third,  community  and 
public  participation  is  also  limited.  Fourth,  and  most  importantly,  is  the  dual  over- 
sight by  both  Federal  and  State  regulators  as  they  mesh  the  two  different  processes. 
The  Department  believes  that  cleanup  under  either  law  can  achieve  results  that  are 
protective  of  human  health  and  the  environment.  Frequently  the  two  processes  can 
yield  the  same  result.  Yet,  jurisdictional  battles  over  who  (Federal  or  State  regu- 
lators) has  oversight  authority  have  led  to  the  protracted  legal  action  at  Rocky 
Mountain  Arsenal — DOD's  largest  cleanup.  The  substantive  reauirements  of  RCRA 
can  typically  be  included  into  the  CERCLA  process,  such  as  landfill  capping  require- 
ments or  monitoring  well  requirements.  The  process  requirements  of^  rewriting  re- 
medial investigations/feasibility  studies  (RI/FSs)  so  that  they  look  like  RCRA  Facil- 
ity Assessments  (RFAs)  illustrates  duplication  of  effort.  We  would  prefer  to  have  ei- 
ther RCRA  or  CERCLA  in  effect  at  our  installations  under  either  Federal  or  State 
oversight — but  not  RCRA/CERCLA  and  Federal/State  oversight  all  at  once. 

(b)  The  DERA  budget  is  not  assembled  in  a  way  that  permits  insight  into  the 
costs  of  this  overlap. 

(c)  The  administration  recently  forwarded  the  fiscal  year  1996  Military  Construc- 
tion Act  which  contains  three  proposals  directly  supporting  our  cleanup  efforts 
through  modifications  to  CERCLA  section  120(h).  These  proposals  provide  DOD  the 
flexibility  to  transfer  property  before  cleanups  are  complete,  allows  DOD  to  lease 
contaminated  property,  and  changes  the  definition  of  a  clean  parcel,  allowing  DOD 
to  transfer  property  where  hazardous  substances  were  stored  but  there  is  no  evi- 
dence of  a  release.  DOD  also  supports  proposals  that  would  treat  DOD  the  same 
as  private  parties  with  respect  to  listing  DOD  installations  on  the  Siiperfund  Na- 
tional Priorities  List.  Currently,  EPA  may  defer  listing  a  site  on  the  NrL  if  a  State 
is  overseeing  cleanup.  DOD  sites  must  be  placed  on  the  NPL  if  they  score  high 
enough.  DOD  sites  are  also  typically  placed  on  the  NPL  "fence  to  fence"  which 
makes  transfer  less  appealing,  even  if  the  parcels  meet  the  requirements  for  trans- 
fer. This  proposal  would  help  reduce  the  difficulties  of  RCRA/CERCLA  overlap  by 
allowing  cleanups  begun  under  RCRA  with  State  oversight  to  continue  witnout 
being  forced  midstream  into  the  different  CERCLA  process 
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(d)  and  (e)  Yes.  DOD  is  implementing  the  reforms  that  it  is  able  to  undertake  it- 
self, such  as  relative  risk  site  evaluations.  DOD  continues  to  work  with  EPA  on  de- 
veloping administrative  reforms  to  the  Superfund  process  including  future  land  use, 
generic  remedies,  and  use  of  relative  risk. 

RELATIVE  RISK  APPROACH 

Senator  McCain.  In  its  March  24  testimony  the  DOD  outlined  the  relative  risk 
approach  to  environmental  cleanup  priorities.  The  testimony  suggested  that  high 
risk  sites  will  be  given  higher  priority  for  cleanup. 

(a)  What  is  the  oaseline  for  this  approach?  How  was  it  derived? 

(b)  If  cleanup  priority  is  based  on  high,  medium  and  low  relative  risk  designation 
how  is  the  factored  into  the  budget  request  for  fiscal  year  1996  cleanup  (BRAC  and 
DERA)? 

(c)  Is  fiscal  year  1996  the  transition  year  for  the  implementation  of  the  relative 
risk  approach  for  all  the  military  services? 

(d)  Does  this  approach  employ  a  cost-benefit  analysis? 

(e)  If  so,  how?  Please  be  specific. 

(0  How  have  the  Federal,  State  and  local  regulators  responded  to  the  relative  risk 
approach?  Describe  the  source  and  nature  of  any  adverse  reaction. 

(g)  To  what  extent  have  regulators  expressed  written  support  for  the  relative  risk 
approach? 

(h)  Will  this  approach  require  renegotiation  of  all  FFAs? 

(i)  What  is  the  projected  cost  of  renegotiation? 

(j)  Have  the  costs  for  renegotiation  of  FFAs  been  factored  into  the  fiscal  year  1996 
budget? 

(k)  What  are  the  overall  projected  costs  associated  with  implementing  a  relative 
risk  approach? 

Ms.  Goodman,  (a)  The  relative  risk  evaluation  approach  uses  site  information  on 
contaminants,  pathways,  and  receptors,  gathered  from  investigation  conducted  to 
date,  installation  personnel,  and  knowledgeable  members  of  the  public  and  regu- 
latory community  at  a  given  installation.  The  rating  for  the  contaminants  is  based 
on  the  ratio  of  the  maximum  concentration  of  a  contaminant  in  a  particular  media 
to  a  risk -based  concentration  standard  for  the  contaminant.  These  concentration  are 
based  on  EPA  standards.  Migration  pathway  and  receptor  factors  are  based  on 
available  information  and  professional  judgments  about  the  sites. 

(b)  Fiscal  year  1996  is  a  transition  year  during  which  DOD  Components  will  begin 
building  risk  into  their  programs.  Beginning  with  the  submission  of  the  fiscal  year 
1996  Resident's  budget,  the  impact  of  each  Defense  Environmental  Restoration 
project  as  it  relates  to  the  goal  of  reducing  risk  will  be  provided  by  Components. 
Relative  risk  evaluations  were  not  completed  for  BRAC  sites  in  fiscal  year  1996. 

(c)  Yes,  fiscal  year  1996  is  the  transition  year  for  the  implementation  of  the  rel- 
ative risk  approach  for  all  the  Components. 

(d)  No,  this  approach  does  not  employ  a  cost-benefit  analysis.  Cost  benefit  analy- 
ses are  done  during  the  Feasibility  Study  during  the  analysis  and  investigation 
phase  of  the  restoration. 

(e)  See  (d)  above. 

(0  Federal,  State  and  local  regulators  have  responded  both  verbally  and  in  writ- 
ing; supporting  the  idea  in  concept;  Federal  regulators  are  concerned  that  stakehold- 
ers will  not  be  included  in  determining  the  evaluations  and  that  other  management 
factors,  such  as  environmental  justice,  will  not  be  factored  into  the  evaluations. 
States  are  concerned  that  relative  risk  will  reduce  funding  to  their  respective  States. 

(g)  EPA  headquarters  has  sent  a  letter  of  support  for  relative  risk.  Several  regions 
have  provided  favorable  comments  on  the  Relative  Risk  Primer. 

(h)  This  approach  should  not  require  renegotiation  of  all  FFAs. 

(i)  There  should  be  little  if  any  cost  attributable  to  relative  risk.  Changes  in 
schedules  in  FF'As  are  generally  attributable  to  funding  cuts  or  rescissions.  Relative 
risk  has  been  used  as  a  factor  in  determining  the  order  for  executing  work,  but  the 
deficiency  in  funding  is  the  trigger  for  renegotiating  agreements. 

(j)  Cost  for  renegotiation  of  FFAs  has  not  been  factored  into  the  fiscal  year  1996 
budget. 

(k)  The  overall  projected  costs  associated  with  implementing  a  relative  risk  ap- 
proach are  minimal  and  included  as  the  cost  of  doing  business.  The  Department  an- 
ticipates that  sites  will  be  evaluated  at  the  installation  level  in  Restoration  Advisory 
Board  meetings.  Relative  risk  evaluations  can  be  performed  with  data  which  is  al- 
ready available. 
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STATE  AND  FEDERAL  REGULATORY  REQUIREMENTS 

Senator  McCain.  In  its  March  24  testimony  the  Government  Accounting  Office 
(GAO)  cited  McChord  AFB  as  a  case  where  the  cleanup  process  and  costs  have  in- 
creased because  of  regulatory  requirements  for  redundant  documentation  and  the 
performance  of  risk  assessments  that  are  unrelated  to  anticipated  land  use. 

(a)  What  other  DOD  cleanup  sites  have  experienced  similar  problems  with  the 
State  and  Federal  regulators? 

(b)  Is  it  possible  to  calculate  the  increased  costs  associated  with  the  additional 
regulatory  requirements  imposed  at  McChord  AFB?  If  so,  what  are  the  costs? 

(c)  How  might  the  relative  risk  approach  resolve  problems  such  as  those  encoun- 
tered at  McChord  AFB? 

Ms.  Goodman,  (a)  Specific  information  on  other  DOD  sites  which  have  experi- 
enced similar  problems  with  the  State  and  Federal  regulators  is  not  available.  How- 
ever, initiatives  such  as  partnering  with  regulators  are  reducing  occurrences  of  prob- 
lems such  as  those  described  at  MfcChord. 

(b)  If  McChord  had  been  allowed  to  streamline  the  process,  eliminate  multiple  re- 
views, work  plans  and  reports,  the  base  could  have  saved  from  one-third  to  on-half 
of  the  total  Rl/FS  cost,  or  $1  to  $1.5  million. 

(c)  Relative  risk  could  help  reduce  regulatory  requirements  for  redundant  docu- 
mentation and  the  performance  of  risk  assessments  that  are  unrelated  to  antici- 
pated land  use.  Since  we  are  asking  the  Restoration  Advisory  Boards  (RAB)  to  assist 
us  in  evaluating  each  site,  the  members  will  become  familiar  with  the  actual  con- 
taminants, receptors,  and  migration  pathways  at  each  site.  They  will  also  be  instru- 
mental in  determining  whether  a  site  is  High,  Medium,  or  Low  Relative  Risk.  RAB 
members  and  the  regulators,  are  being  asked  to  partner  with  the  DOD  installations. 
This  involvement  on  the  part  of  all  stakeholders  along  with  their  increased  knowl- 
edge of  the  actual  site  conditions  should  reduce  regulator  need  for  redundant  docu- 
mentation and  the  performance  of  risk  assessments  unrelated  to  anticipated  land 
use. 

contaminated  "hot  spots" 

Senator  McCaIN.  In  its  March  24  testimony  the  DOD  stated  that:  "Focusing  more 
attention  on  treatment  of  contaminated  hot  spots  while  seeking  alternative  or  inno- 
vative ways  of  addressing  the  less  contaminated  areas  will  also  provide  more  realis- 
tic, cost  efrective  remedies." 

(a)  What  is  DOD's  definition  of  a  "hot  spot'7 

(b)  To  what  extent  should  practicability  of  treatment  and  cost  be  relevant  in  de- 
termining whether  or  not  to  treat  a  hot  spot? 

(c)  If  cost  is  a  relevant  consideration  in  determining  whether  or  not  to  treat  a  hot 
spot,  to  what  extent  will  it  be  necessary  to  demonstrate  a  reduction  in  actual  risk 
to  human  health  and  the  environment,  as  distinguished  from  theoretical  and  specu- 
lative risk? 

(d)  Presume  site  specific  conditions  are  such  that  containment  of  a  hot  spot  would 
reliably  reduce  or  control  risk  to  human  health  and  the  environment,  while  treat- 
ment would  yield  a  comparatively  minimal  risk  reduction  for  double  the  cost  of  con- 
tainment. In  this  instance,  would  DOD  support  containment  of  hot  spots? 

Ms.  Goodman,  (a)  In  general,  hot  spot  means  a  highly  concentrated  source  of  con- 
tamination or  free  product. 

(b)  Both  cost  effectiveness  and  practicality  of  treatment  should  be  balanced  with 
other  factors  when  considering  whether  or  not  to  treat  a  hot  spot.  Other  factors  to 
be  considered  include  the  long-term  and  short  term  effectiveness  of  the  remedy, 
community  acceptance,  and  the  compatibility  of  the  remedy  with  the  intended  use 
of  the  property. 

(c)  Risk  should  include  the  development  of  realistic  exposure  pathways  with  likely 
target  receptors.  Cost-effectiveness  is  one  of  several  factors  that  need  to  be  consia- 
ered  along  with  protection  of  human  health  and  the  environment,  long-term  and 
short  term  effectiveness  of  the  remedy,  community  acceptance,  and  also  the  compat- 
ibility of  the  remedy  with  the  intended  use  of  the  property. 

(d)  The  selection  of  containment  over  treatment  needs  to  consider  other  factors  in 
addition  to  reliability  and  cost.  The  magnitude  of  the  doubling  would  have  to  be  con- 
sidered— for  example,  the  difference  between  a  $100  thousand  and  a  $200  thousand 
remedy  may  not  be  as  significant  as  a  $10  million  verses  a  $20  when  other  facts 
are  considered  such  as:  remaining  DOD  liability  for  wastes  left  in  place  if  it  is  a 
closing  base,  incompatibility  with  Tuture  land  use,  or  long  term  operation  and  main- 
tenance costs  of  maintaining  the  containment  structure.  Some  EPA  regulators  recog- 
nize that  in  spite  of  the  mandatory  preference  for  permanent  remedies  that  treat 
wastes,  some  situations  do  not  justify  the  expense.  For  example,  most  remedies  for 
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landfills  call  for  on-site  containment  and  an  improvement  of  the  existing  cap  rather 
than  excavation  and  incineration  of  the  material. 

DERA  COST  PROJECTIONS 

Senator  McCain.  In  its  March  24  testimony  the  DOD  stated  that:  "At  the  present 
time  I  would  say  that  we  think  the  cost  estimate  of  cleanup — this  is  environmental 
restoration  of  our  bases — is  in  the  neighborhood  of  $30  billion,  and  that  is  the  best 
estimate  that  we  have  today  based  on  our  annual  report  and  other  figures.  .  .  ." 

(a)  Is  that  $30  billion  estimate  based  on  1995  dollars; 

(b)  Given  the  enormous  impact  of  such  expenditures  upon  the  Federal  budget  and 
the  deficit  how  does  the  DOD  intend  to  ensure  fiscal  accountabiHty  m  relation  to 
State  cleanup  standards  and  remedy  selections? 

(c)  What  is  the  DOD  game  plan  for  getting  a  handle  on  long  term  cost  projections 
for  cleanup? 

Ms.  GrOODMAN.  (a)  Subsequent  to  the  HNSC  testimony,  we  have  released  the  De- 
fense Environmental  Restoration  Program  Annual  Report  to  Congress  for  fiscal  year 
1994.  In  this  report  we  identify  a  total  future  requirement  of  $31  billion  (1995  dol- 
lars). This  figure  includes  site  analysis  and  cleanup  costs  at  operational  and  closing 
bases  and  Formerly  Used  Defense  Sites.  It  does  not  include:  program  administration 
expenses,  support  to  Defense  and  State  Memorandum  oi  Agreements  Program 
(DSMOA)  and  Agency  for  Toxic  Substances  and  Disease  Registry  (ATSDR);  and  po- 
tentially responsible  party  costs. 

(b)  Trie  Com.ponents  and  their  remedial  project  managers  work  with  EPA  and 
State  regulatory  agencies  and  communities  to  develop  remedies  that  both  protect 
human  health  and  the  environment  and  are  cost  effective.  This  is  typically  a  process 
whereby  regulatory  agencies  identify  applicable  standards,  and  the  installation  iden- 
tifies a  preferred  remedy  among  several  options.  The  remedy  selected  is  the  result 
of  discussions  and  negotiations  among  the  parties.  In  cases  where  DOD  remedial 
project  managers  believe  that  State  standards  are  unreasonable,  they  attempt  to  ne- 
gotiate to  a  cleanup  level  or  remedy  that  protects  health  and  is  consistent  with  fu- 
ture land  use.  However,  in  some  cases,  states  and/or  EPA  provide  little  room  for 
flexibility,  yet  are  able  to  veto  DOD's  proposed  remedy. 

(c)  DOD  is  continually  working  to  improve  our  cost  estimating  capability.  We  are 
approaching  it  from  both  a  "top  down"  and  "bottom  up"  approach.  In  the  top  down 
approach,  typical  site  costs  are  applied  to  all  sites  across  DOD  within  a  particular 
site  type.  This  approach  has  the  advantage  of  ensuring  consistent  assumptions  and 
method  for  all  sites,  but  does  not  take  into  account  individual  site  conditions.  The 
bottom  up  estimates  for  each  installation  are  developed  by  our  remedial  project 
managers  who  are  knowledgeable  about  each  site  on  the  installation,  and  can  pre- 
pare estimates  that  reflect  individual  site  conditions. 

LEAD-BASED  PAINT 

Senator  McCain.  The  office  of  DUSD(ES)  has  indicated  that  surveys  are  under- 
way to  evaluate  family  housing  affected  by  lead-based  paint.  Preliminary  review  of 
data  indicated  frequency  of  elevated  blood  lead  levels  is  nigher  for  military  members 
living  in  off-base  house. 

(a)  Given  the  preliminary  DOD  findings,  how  do  you  propose  to  use  the  relative 
risk  approach  in  managing  this  issue? 

(b)  How  will  you  use  the  relative  risk  to  determine  necessary  funding? 

(c)  What  amount  of  additional  fiscal  year  1996  funding  is  projected  for  further 
studies  in  this  area? 

(d)  Are  further  studies  necessary?  If  so,  why? 

Ms.  Goodman,  (a)  and  (b)  Of  approximately  42,000  DOD  children  tested  from  Oc- 
tober 1993  to  March  1994,  we  found  that  only  1.0  percent  of  children  living  on-base, 
and  1.4  percent  of  children  living  off-base  had  blood  lead  levels  greater  than  10  [ig/ 
dl.  Analysis  of  Air  Force  data  for  October-December  1994  indicates  rates  of  0.8  per- 
cent for  children  living  on-base  and  1.0  percent  for  children  living  ofT-base.  These 
rates  for  elevated  blood  lead  levels  are  far  below  the  national  average  of  8.9  percent. 
Since  the  off-base  rates  are  well  below  the  national  average,  the  DOD  children  are 
not  at  excessive  risk.  Accordingly,  DOD  has  not  proposed  any  action  to  reduce  lead 
exposure  in  children  living  off-base  above  that  already  provided  to  the  general  pub- 
lic by  public  health  agencies. 

(c)  and  (d)  With  respect  to  further  studies,  the  Office  of  the  Assistant  Secretary 
of  Defense  for  Health  Affairs  is  considering  allowing  local  medical  commanders  the 
flexibility  to  decide  whether  to  reduce  local  blood  lead  testing  if  they  find  elevated 
blood  lead  levels  occurring  in  less  than  2  percent  of  the  children.  This  decision  is 
based  on  an  analysis  of  cost  and  benefit.  Installation  level  medical  facilities  with 
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few,  if  any,  elevated  blood  lead  levels  in  their  children  have  requested  permission 
to  reduce  the  local  frequency  of  blood  lead  testing.  DOD  agrees  that  the  pain  and 
anxiety  to  children  and  parents  caused  by  drawing  blood  lead  samples  may  be  un- 
necessary in  low  risk  areas. 

RCRA  ENFORCEMENT  ACTIONS 

Senator  McCain.  On  March  24  the  Air  Force  testified  that  enforcement  actions 
under  the  Resource  Conservation  and  Recovery  Act  (RCRA)  could  provide  regulators 
with  a  means  to  compel  the  funding  of  cleanups  out  of  operational  accounts.  It  was 
also  indicated  that  this  had  not  yet  happened  to  the  Air  Force. 

(a)  Specifically,  how  might  this  evolve  within  the  current  statutory  and  regulatory 
framework? 

(b)  Have  the  other  military  services  been  confronted  with  this  situation? 

(c)  Given  the  fact  that  there  have  been  previous  funding  shortfalls,  what  is  the 
likelihood  of  this  situation  arising  as  a  result  of  DERA  shortfalls  in  fiscal  year  1995 
and  fiscal  year  1996. 

Ms.  Goodman,  (a)  Many  DOD  installations  fall  within  the  current  statutory  and 
regulatory  framework  of  RCRA  permitting  requirements  for  hazardous  waste  treat- 
ment, storage,  and  disposal  facilities  (TSDFs).  Under  these  regulations,  TSDF  own- 
ers can  be  required  to  cleanup,  or  perform  "corrective  action"  at,  contaminated  sites. 
Enforcement  actions  can  be  levied  against  TSDFs  when  in  noncompliance  with  cor- 
rective action  schedules  specified  in  TSDF  permits.  Because  the  corrective  action  re- 
quirements are  a  condition  of  the  operating  permit,  enforcement  actions  can  impact 
the  mission  of  an  installation.  RCRA  enforcement  actions  can  include  fines  and  pen- 
alties, cease  and  desist  orders,  permit  modifications,  or  forced  closure  of  the  TSDF. 
Operational  funds  could  be  impacted  if  an  installation  commander  chose  to  fund  cor- 
rective actions  rather  than  risk  impacting  base  operations  through  enforcement  ac- 
tions. 

The  RCRA  permitting  (and  hence  corrective  action)  requirements  can  be  applied 
in  the  following  instances:  (a)  if  the  installation  is  a  f)ermitted  TSDF,  (b)  if  the  in- 
stallation is  operating  under  an  interim  status  permit,  (c)  if  the  installation  had 
ever  begun  the  permit  application  process  even  if  not  pursued  or  withdrawn,  or  (d) 
if  the  installation  can  be  shown  to  have  operated  a  TSDF  without  a  permit  (e.g., 
storage  of  hazardous  waste  for  more  than  90  days).  Most  major  military  bases  come 
within  one  of  these  categories. 

(b)  The  Air  Force  and  Army  have  been  threatened  with  RCRA  enforcement  actions 
if  in  noncompliance  with  corrective  action  requirements  due  to  funding  shortfalls. 

(c)  The  Department  does  not  wish  to  speculate  on  the  likelihood  of  enforcement 
actions.  Establishing  a  good  working  relationship  with  regulatory  agencies  has  been 
a  priority  of  the  Department's  cleanup  program  and  we  will  continue  to  use  these 
relationships  to  deal  with  funding  shortfalls  in  a  cooperative  atmosphere.  However, 
State  regulatoiy  agencies  are  becoming  less  willing  to  cooperate  when  faced  with 
continuing  funding  shortfalls.  A  recent  better  from  the  Governor  of  California  to  the 
Secretary  of  Defense  articulated  California's  intent  to  pursue  enforcement  actions  as 
a  way  of  ensuring  Federal  support  for  environmental  requirements  in  California.  A 
copy  of  this  letter  is  attached. 

State  Capitol, 
Sacramento,  CA,  January  25,  1995. 
Hon.  William  Perry, 
Secretary  of  Defense, 
The  Pentagon, 
Washington.  DC. 

Dear  Secretary  Perry:  I  would  like  to  express  my  deep  concern  about  recent 
actions  at  the  Department  of  Defense  (DOD)  and  in  Congress  regarding  cuts  in 
funding  for  environmental  restoration  of  military  bases. 

The  recent  decision  by  Congress  to  cut  $400  million  from  the  Defense  Environ- 
mental Restoration  Account  (DERA)  for  fiscal  year  1995  continues  a  disturbing 
trend  begun  last  year  when  Congress  rescinded  $507  million  from  the  Base  Realign- 
ment and  Closure  (BRAC)  Account.  California  was  reassured  that  the  BRAC  rescis- 
sion would  not  affect  environmental  work  at  closing  military  bases,  but  work  was 
indeed  scaled  back  at  several  California  military  bases  due  to  the  cut.  The  DERA 
cut  presumably  means  that  DOD  will  seek  to  postpone  or  eliminate  environmental 
work  at  operational  military  bases. 

At  the  same  time,  the  DOD  Comptroller  has  announced  an  additional  $437  mil- 
lion in  cuts  for  cleanup  programs  tnrough  fiscal  year  1997.  Such  actions  can  only 
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encourage  Members  of  Congress  who  would  like  to  redirect  DOD  environmental 
spending  into  more  traditional  defense  programs. 

The  continued  erosion  of  cleanup  funding  inevitably  will  threaten  the  health  of 
armed  services  personnel  and  civilians  who  work  at  military  bases  where  contami- 
nation is  present.  It  will  also  exacerbate  economic  suffering  in  communities  that  are 
struggling  to  redevelop  closing  bases.  If  the  Federal  Government  will  not  meet  its 
cleanup  obligation,  how  can  we  expect  private  industry  to  do  so? 

Caliiomia  expects  DOD  to  comply  with  the  Federal/State  cleanup  agreements  it 
has  signed  at  California  military  bases.  DOD  is  contractually  obligated  to  seek  suffi- 
cient funding  to  permit  environmental  work  to  proceed  according  to  the  schedules 
contain  those  agreements.  California  will  not  hesitate  to  assert  its  right  under  those 
agreements  to  seek  fines,  penalties  judicial  orders  compelling  DOD  to  conduct  re- 
quired environmental  work. 

I  would  be  happy  to  work  with  you  to  strengthen  support  in  Washington  for  full 
funding  of  DOD  cleanup  work.  One  way  to  reduce  oversight  costs  would  be  to  delist 
military  bases  from  the  National  Priorities  List  and  gives  States  the  exclusive  re- 
sponsibility for  overseeing  base  cleanups.  Please  do  not  hesitate  to  contact  me  if  I 
can  be  of  assistance  in  these  areas. 
Sincerely, 

Pete  Wilson. 
cc:  Carol  Browner 
Leon  Panetta 

ROCKY  MOUNTAIN  ARSENAL 

Senator  McCain.  On  March  24,  DOD  testified  that  the  Army's  proposed  remedi- 
ation at  Rocky  Mountain  Arsenal  (RMA)  includes  containment  of  contaminated  soils 
and  groundwater  treatment  that  would  cost  approximately  $2  billion. 

(a)  Please  give  a  summary  of  RMA  factual  data  in  terms  of: 

(1)  size  of  site  locations; 

(2)  principal  contamination's; 

(3)  nature  of  contamination;  and 

(4)  other  data  pertinent  to  remediation,  i.e.  geology  and  hydrogeology. 

(b)  What  trends  are  evident  with  respect  to  the  reduction  of  contamination  in  var- 
ious media? 

(c)  What  is  the  proposed  future  land  use  for  RMA?  How  is  future  use  pertinent 
to  remediation? 

(d)  What  was  the  result  of  the  ATSDR  public  health  assessment  at  RMA?  Be  spe- 
cific. 

(e)  What  Interim  Response  Actions  (IRAs)  have  been  taken  at  RMA? 

(1)  What  effect  did  iKAs  have  on  the  protection  of  human  health  and  the  environ- 
ment? 

(2)  What  was  the  cost  of  IRAs  at  RMA? 

(f)  What  are  the  principal  components  of  the  Army's  remedy? 

(1)  In  relation  to  the  volume  and  nature  of  contaminated  materials,  what  is  the 
reliability  and  implementability  of  technologies  underlying  the  Army's  remedy? 

(2)  What  short  term  risks  to  woricers  and  the  local  community  are  associated  with 
the  Army's  remedy? 

(3)  What  are  the  cost  estimates  for  the  Army's  remedy? 

(4)  What  is  the  estimated  implementation  time  for  the  Army's  remedy? 

(5)  What  are  the  potential  cost  and  time  overruns  related  to  the  Army's  remedy? 
Delineate  the  range  of  possibilities  identified  by  the  Army  and  others. 

(6)  What  factors  drive  these  cost  increases? 

(7)  How  does  the  Army's  remedy  protect  human  health  and  the  environment? 

(g)  What  are  the  cost  estimates  for  other  proposed  remedies  at  RMA? 

(h)  What  remedial  actions  have  been  proposed  by  the  State  of  Colorado  and  the 
Environmental  Protection  Agency  (EPA)? 

(1)  What  is  the  Army's  estimation  of  costs  associated  with  the  remedies  proposed 
by  EPA  and  the  State? 

(2)  What  are  some  of  the  cost  estimates  rendered  by  others  in  relation  to  the  rem- 
edies proposed  by  EPA  and  the  State? 

(3)  What  are  the  range  of  potential  cost  overruns  for  the  remedies  proposed  by 
EPA  and  the  State? 

(4)  What  factors  would  drive  these  cost  increases? 

(5)  In  relation  to  the  volume  and  nature  of  contaminated  materials,  what  is  the 
reliability  and  implementability  of  technologies  underlying  the  remedies  proposed  by 
EPA  and  the  State? 
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(6)  What  short  term  risks  to  workers  and  the  local  community  are  associated  with 
the  EPA/State  proposed  remedies? 

(7)  What  are  the  cost  estimates  for  the  EPA/'State  remedies? 

(i)  What  are  the  actual  risks,  as  opposed  to  the  theoretical  risks,  to  human  health 
and  the  environment  at  RMA? 

j)  How  will  the  Army's  remedy  reduce  actual  risk? 

c)  How  does  DOD  characterize  the  cost/benefit  relationship  under  the  Army's 
remedy? 

(1)  To  what  extent  will  the  EPA/State  proposed  remedies  reduce  actual  risk? 

(m)  How  does  DOD  characterize  the  cost4)enerit  relationship  under  the  EPA/State 
remedies? 

Ms.  Goodman,  (a)  (1)  Rocky  Mountain  Arsenal  is  approximately  17,000  acres  in 
size.  Approximately  15  percent  (or  approximately  2,500  acres)  of  that  land  contains 
contamination  that  may  require  some  type  of  remedial  action.  A  total  of  178  poten- 
tial contamination  sites  were  evaluated  m  the  Remedial  Investigation  and  Risk  As- 
sessment of  which  114  sites  were  evaluated  for  potential  cleanup. 

(2)  Contamination  exists  in  soil,  groundwater  and  structures  with  the  principal 
contaminants  including:  pesticides  (aldrin  and  dieldrin);  metal  (arsenic  and  mer- 
cury); hydrocarbons;  organic  solvents;  Army  chemical  agent;  and  unexploded  ord- 
nance. 

(3)  Soil  contamination  exists  in  production  areas  due  to  spills  and  leaking  sewers, 
and  in  disposal  basins,  landfills,  and  trenches.  Contamination  exists  in  groundwater 
originating  from  source  areas.  Contamination  exists  in  structures  from  production 
operations  and  spills. 

(4)  Groundwater  flows  generally  from  the  southeast  to  the  northwest.  The  climate 
is  semi-arid  with  about  15  inches  of  annual  rainfall. 

(b)  Groundwater  contamination  concentrations  have  decreased  in  central  areas  of 
RMA  primarily  due  to  cessation  of  production  and  manufacturing  and  disposal  ac- 
tivities. In  addition,  significant  reductions  in  contamination  concentrations  have 
been  noted  at  the  bounoaries  and  offpost  due  to  the  operation  of  groundwater  treat- 
ment systems.  While  data  are  not  available  to  establish  similar  trends  in  reduction 
of  soil  contamination,  continued  contamination  of  soil  hais  been  eliminated  with  the 
cessation  of  production  activities  and  implementation  of  interim  response  actions. 

(c)  In  accordance  with  the  Rocky  Mountain  Arsenal  National  Wildlife  Refuge  Act 
of  1992,  the  Arsenal  will  become  a  National  Wildlife  Refuge  upon  completion  of 
cleanup  activities.  Until  such  time,  the  Arsenal  is  being  managed,  as  if  it  were  a 
refuge,  by  the  U.S.  Fish  and  Wildlife  Service.  In  addition,  this  refuge  act  prohibits: 
(1)  the  future  use  of  arsenal  prop)erty  for  residential,  industrial,  or  agriculUiral  pur- 
poses; (2)  the  use  of  groundwater  located  under  or  surface  water  located  on  the  prop- 
erty as  a  source  of  potable  water;  and  (3)  hunting  and  fishing  on  the  property,  ex- 
cept for  limited  non-consumptive  hunting  and  fishing.  The  future  use  of  the  Arsenal 
is  pertinent  to  the  cleanup  in  that  it  establishes  realistic  scenarios  for  the  risk  man- 
ager to  consider  in  making  cleanup  decisions.  There  is  language  in  the  Refuge  Act 
that  indicates  that  the  land  use  snould  not  change  the  cleanup  decision;  however, 
knowing  what  the  future  land  use  will  be  provides  assurance  that  a  future  exposure 
to  contamination  could  not  occur. 

(d)  Agency  for  Toxic  Substances  and  Disease  Registry's  major  conclusions  in  their 
Public  Health  Assessment  (Public  Release)  at  RMA  are: 

(1)  Groundwater  treatment,  interim  remedial  actions,  onpost  land  use  controls, 
and  visitor  restrictions  have  "eliminated  many  possible  onpost  and  offpost  pathways 
of  human  exposure  to  RMA  contaminants." 

(2)  "[GJiven  the  existing  level  of  onpost  controls  and  remediation,  onpost  RMA  is 
considered  to  be  No  Apparent  Public  Health  Hazard"  (emphasis  in  original). 

(3)  Offpost  private  wells  to  the  west  of  RMA  are  considered  to  be  an  Indetermi- 
nate Public  Health  Hazard  (meaning  unknown  and  unquantifiable  at  present)  for 
certain  individuals  who  use  these  wells  for  drinking.  These  individuals  have  refused 
to  connect  to  public  water  supply.  The  vast  majority  of  this  contamination  is  due 
to  sources  other  than  RMA. 

(4)  The  foodchain  pathway  associated  with  the  use  of  some  offpost  irrigation  of 
the  north  of  RMA  is  considered  an  Indeterminate  Public  Health  Hazard  because  a 
low,  unquantified  potential  for  contaminant  uptake  in  garden  vegetables  and  crops 
grown  in  contaminated  offpost  surface  soils.  The  Army  disagrees  with  this  conclu- 
sion drawn  by  ATSDR.  The  foodchain  pathway  was  evaluated  in  the  Offpost  Risk 
Assessment,  which  concluded  that  food  consumption  is  within  EPAs  risk  guidelines. 
Actual  ofi^post  vegetable  samples  were  obtained  and  were  determined  to  be  well 
within  EPAs  risk  guidelines. 

—  All  other  Agency  for  Toxic  Substances  and  Disease  Registry  findings  were  non- 
RMA  related. 
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—  A  final  Public  Health  Assessment  will  be  issued  in  the  future. 

(e)  A  total  of  14  Interim  Response  Actions  have  been  conducted  at  RMA  to: 

—  Improve  and  increase  the  number  of  ground  water  interception  and  treatment 
systems. 

—  Eliminate  pathways  for  shallow  ground  water  contamination  to  migrate  into 
deeper  ground  water  formations. 

—  Remove  and  treat  water  from  former  operational  facilities,  and  to  demolish 
those  facilities. 

—  Monitor  the  ground  water  flowing  under  potential  contamination  sources. 

—  Remove  10.9  million  gallons  of  liquid  from  an  open  evaporation  basin  and  con- 
tainment of  the  resulting  sludge  and  soils  in  a  double  lined  waste  pile.  The  Army 
is  currently  treating  the  10.9  million  gallons  of  liquid  and  will  be  completed  with 
the  project  in  the  summer  of  this  year. 

—  Eliminate  wind  blown  dispersion  of  surface  contamination  through  multiple 
applications  of  dust  suppressant. 

—  Build  and  operate  a  centrally  located  decontamination  pad  and  waste  water 
treatment  facility. 

—  Remove  (and  recycle  to  the  extent  practical)  process  equipment  from  former 
process  buildings,  and  removed  asbestos. 

(1)  The  IRAs  nave  substantially  reduced  human  and  wildlife  risk  by  limiting  expo- 
sure to  contaminants  via  air,  groundwater,  surface  water,  soil,  and  structures.  In 
addition,  the  IRAs  have  reduced  contaminant  volume,  toxicity,  and  mobility  in  air, 
groundwater,  and  soil. 

(2)  Over  $300  million  has  been  spent  on  IRAs  to  date,  with  total  IRA  program 
costs  likely  to  reach  $400  million  when  all  IRAs  are  complete. 

(f)  The  principal  components  of  the  Army's  remedy  include  containment  of  con- 
taminated soil  and  structures  in  a  RCRA  disposal  facility  or  under  a  cap  and  contin- 
ued and  enhanced  control/treatment  of  contaminated  groundwater. 

(1)  The  Army's  remedy  uses  caps  and  landfills,  which  are  proven  and  dem- 
onstrated technologies.  These  technologies  have  consistently  been  selected  for  clean- 
up at  other  sites  involving  large  volumes  of  soil.  Because  of  the  heterogeneity  of  the 
soil  contamination  and  the  presence  of  Army  chemical  agents  and  unexploded  ord- 
nance, containment  technologies  are  safer,  more  reliable  and  easier  to  implement. 

(2)  The  most  highly  contaminated  materials  would  be  contained  in  place  and, 
therefore,  there  would  be  a  minimal  risk  to  workers  and  the  community.  Under  the 
Army  proposal,  risks  related  to  excavation,  transportation,  and  landfilling  of  some 
contaminated  materials  are  relatively  low.  Other  worker  risks  are  related  to  typical 
non-hazardous  construction  activities  (demolition  of  buildings,  trucking  of  fill  mate- 
rial, etc.). 

(3)  Assuming  no  annual  funding  restrictions  (so  that  the  cleanup  can  be  completed 
in  the  optimal  time),  the  Army's  total  cleanup  cost  estimate  is  approximately  $2  bil- 
lion (1995  dollars),  which  includes  costs  to  date  as  well  as  future  costs  to  complete 
the  cleanup.  If  annual  funding  is  constrained  at,  for  example,  $100  million  per  year, 
the  total  cleanup  cost  would  increase  to  approximately  $2.4  billion  (1995  dollars). 
These  costs  do  not  include  infiation  or  potential  cost  growth  of  the  cleanup. 

(4)  With  unconstrained  funding,  the  Army  believes  the  cleanup  could  be  completed 
in  approximately  6  years  afler  the  Record  of  Decision  (ROD),  however,  with  funding 
constrained  at,  for  example  $100  million  per  year,  implementation  would  take  ap- 
proximately 16  years  upon  completion  of  the  ROD. 

(5)  The  potential  cost  range  for  the  Army's  remedy  is  approximately  $2.0  billion 
to  $2.9  billion  (1995  dollars)  not  including  infiation  (but  including  reasonable  esti- 
mates for  all  other  factors  described  in  (6)  below.)  The  potential  timeframe  for  com- 
pletion of  the  Army's  remedy,  based  on  the  same  factors,  would  range  from  6-16 
years. 

(6)  Major  factors  that  drive  the  Army's  cost  and  schedule  uncertainties  include  po- 
tential increases  in  volume  of  soil  to  be  remediated,  regulatory  delays,  and  funding 
limitations  (which  extend  the  implementation  time  and  thus  increase  cost).  Cost  un- 
certainties related  to  design  and  implementation  of  the  cleanup  are  low  because  con- 
ventional containment  technologies  are  used. 

(7)  Human  health  and  the  environment  are  protected  by  eliminating  the  potential 
for  exposure  to,  or  migration  of  contaminants  in  soil  or  structures  and  by  treating 
contaminated  groundwater  to  drinking  water  standards  before  it  moves  beyond  the 
boundary  of  RMA. 

(.^)  The  cost  estimates  for  other  proposed  remedies  range  from  $1.8  billion  to  $5.8 
billion  (1995  dollars),  not  including  any  of  the  cost  growth  factors  discussed  in  (hX4) 
below. 

(h)  The  State  and  EPA  are  advocating  remedial  approaches  that  include  treat- 
ment of  greater  than  1  million  cubic  yards  of  soil,  and  landfilling  of  over  3  million 
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cubic  yards  of  soil.  Even  with  the  removal  and  treatment  of  soils,  the  State/EPA  pro- 
pose a  cap  comparable  to  the  Army's  to  protect  human  health  and  the  environment. 
The  State  and  EPA  generally  agree  with  the  Army's  approach  to  structures;  for 
groundwater,  they  propose  installation  of  additional  groundwater  treatments  sys- 
tems not  called  for  in  the  Arm/s  remedy. 

(1)  Assuming  no  annual  funding  restrictions  (so  that  the  cleanup  can  be  completed 
in  the  optimal  time),  the  Army's  cost  estimate  of  the  State  and  ErA's  remedy  is  ap- 
proximately $2.9  billion  (1995  dollars),  which  includes  costs  to  date  as  well  as  fiiture 
costs  to  complete  the  cleanup.  The  Army  estimates  it  would  take  approximately  14 
years  (without  funding  constraints)  to  complete  the  state  and  EPA  remedy,  u  an- 
nual fbnding  is  constrained  to  $100  million  per  year,  the  total  cleanup  would  take 
approximately  28  years  and  would  cost  approximately  $3.5  billion.  These  costs  do 
not  include  inflation  or  potential  cost  growth  of  the  cleanup. 

(2)  The  State  has  put  forward  an  estimate  for  their  remedy  of  $2.5  billion  (1995 
dollars).  Shell  Oil  Company  has  estimated  that  the  State's  remedy  would  cost  at 
least  $5.8  billion.  In  general,  there  is  agreement  among  the  various  parties  on  the 
engineering  unit  costs  used  in  the  estimates.  The  major  reason  for  the  large  dispar- 
ity in  cost  estimates  is  due  to  the  cost  uncertainties  included  with  treatment-inten- 
sive remedies. 

(3)  The  Army's  estimate  of  the  cost  range  for  the  State  and  EPA's  remedy  is  ap- 
proximately $2.9  billion  to  $5.4  billion.  This  range  does  not  include  inflation  but  in- 
cludes reasonable  estimates  for  all  other  factors  described  in  (4)  below. 

(4)  Factors  that  drive  cost  uncertainties  of  the  State  and  EPA's  remedy  include 
potential  increases  in  volume  to  be  remediated,  regulatory  delays,  uncertainties  in 
performance  of  treatment  technologies,  and  funding  limitations  (which  extend  the 
implementation  time  and  thus  increase  costs).  Cost  uncertainties  related  to  design 
and  implementation  of  the  State  and  EPA's  cleanup  proposal  are  high  because  com- 
plex treatment  technologies  are  used. 

(5)  Soil  treatment  technologies  proposed  by  the  State  and  EPA  are  more  difficult 
to  implement  due  to  the  heterogeneity  of  the  soil  contamination,  material  handling 
problems  because  of  soil  type,  and  the  potential  presence  of  Army  chemical  agent 
and  unexploded  ordnance.  Also,  such  technologies  have  not  been  used  on  the  large 
scale  being  considered  for  RMA  and  may  be  less  reliable.  Even  it  these  technologies 
could  be  used  successfully,  after  treatment,  the  state  and  EPA  remedy  still  relies 
upon  the  same  containment  facilities  (caps  and  landfills)  as  the  Armys  remedy  to 
eliminate  potential  exposures  to  RMA  contaminants. 

(6)  As  part  of  the  State  and  EPA  proposed  remedy,  the  most  highly  contaminated 
materials,  including  Army  chemical  agent  and  unexploded  ordnance,  would  be  exca- 
vated and  treated.  Kisks  related  to  these  activities  would  be  relatively  high.  For  ex- 
ample, the  State  and  EPA's  proposal  would  increase  short-term  risks  to  workers  and 
citizens  due  to  air  emissions  from  excavation  and  treatment  operations.  Odors  from 
an  IRA  excavation  project  in  1989  resulted  in  community  concerns  that  could  reoc- 
cur if  large  scale  excavation  of  highly  contaminated  soil  takes  place.  Risks  associ- 
ated with  the  containment  portions  of  the  State's  remedy  would  be  comparable  to 
Army's  remedy  (i.e.  relatively  low).  Other  worker  risks  are  related  to  typical  non- 
hazardous  construction  activities  (demolition  of  buildings,  trucking  of  fill  material, 
etc.) 

(7)  See  answer  to  (h)  (1,  2,  and  3). 

(i)  There  is  no  present  actual  risk  to  people  on  RMA  because  of  implementation 
of  interim  response  actions  and  access  restrictions  to  contaminated  areas.  ATSDR 
also  concluded  that  ".  .  .  given  the  existing  level  of  onpost  controls  and  remediation. 
Onpost  RMA  is  considerea  to  be  No  Apparent  Public  Health  Hazard"  (emphasis  in 
original).  Actual  risks  have  been  shown  on  the  RMA  onpost  area  to  wilalife,  pri- 
marily due  to  the  higher  contaminated  areas.  In  the  offpost  areas  of  RMA,  health 
studies  conducted  by  Agency  for  Toxic  Substances  and  Disease  Registry  have  shown 
no  cause-effect  relationship  between  RMA  contamination  and  cancerous/non-can- 
cerous health  effects. 

(j)  The  Army's  preferred  remedy  reduces  onpost  actual  risk  to  wildlife  by  consoli- 
dating contaminated  soil  into  landfills  and  providing  new  and  improved  caps  for 
landfills  and  other  source  areas.  While  people  are  not  presently  exposed  to  actual 
risk,  the  Army's  proposed  remedy  will  further  reduce  potential  exposure  to  contami- 
nated soil  and  reduce  the  future  reliance  on  access  restrictions  currently  required. 
In  addition,  the  caps  proposed  under  the  Army's  remedy  completely  prevent  wildlife 
exposure  to  contaminated  areas. 

(k)  DOD  believes  that  the  Army's  proposal  provides  the  most  cost  effective  remedy 
for  protection  of  human  health  and  the  environment.  Other  benefits  include  low 
short  term  risk,  high  confidence  in  implementation,  and  greater  assurance  of  main- 
taining the  budget  and  schedule.  In  addition,  DOD  believes  under  the  Army's  pro- 
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posed  remedy,  long-term  risk  to  human  health  and  the  environment  is  comparable 
to  much  higher  cost  treatment  alternatives. 

(1)  As  with  the  Army's  proposed  remedy,  the  State/EPA  remedy  will  reduce  actual 
risk  by  ultimately  using  containment  of  soils  and  caps  that  prevent  wildlife  and 
human  exposure.  In  addition,  the  State/EPA  proposed  remedy  uses  soil  treatment 
to  reduce  the  amounts  of  contaminants  within  the  containment  facilities.  However, 
the  additional  soil  treatment  may  increase  short-term  actual  risk  to  workers  and  the 
community  because  of  potential  treatment  emissions,  soil  handling  difficulties,  and 
possible  equipment  breakdown. 

(m)  DOD  believes  the  added  cost  of  implementing  the  EPA/State  alternative  does 
not  provide  any  additional  risk  reduction  or  value  added  beyond  the  Army's  remedy. 

BRAC  CLEANUP  FUNDING 

Senator  McCain.  In  the  1990  base  closure  law  and  the  DOD  Authorization  Act 
for  fiscal  years  1992  and  1993,  Congress  provided  separate  accounts  to  fund  cleanup 
of  closing  and  realigning  installations.  Through  fiscal  year  1994,  $1.8  billion  was  ap- 
propriated for  cleanup  of  BRAC  installations. 

(a)  Do  each  of  the  military  services  have  full  funding  for  BRAC  I,  II,  and  III? 

(b)  Where  are  the  shortfalls? 

(c)  What  portions  of  BRAC  funding  have  not  been  obligated? 

Ms.  Goodman,  (a)  Yes,  the  Department  has  budgetea  sufficient  resources  to  fully 
fund  all  BRAC  environmental  requirements.  In  addition,  the  flexibility  of  the  BRAC 
account  enables  DOD  to  reallocate  funds  to  cover  emergent  environmental  require- 
ments at  closing  or  realigning  bases  in  the  event  such  action  is  necessary. 

(b)  We  are  not  anticipating  shortfalls. 

(c)  As  of  November  30,  1994,  the  allocations  and  obligations  for  environmental  re- 
quirements under  the  BRAC  accounts,  were  as  follows  (figures  are  in  millions  of  dol- 
lars): 

nSCAL  YEAR  OF  APPROPRIATION 

IDollaR  in  millions] 

Fiscal  yean 


1991  1992  1993  1994 


BRACI: 

Allocations 302.8 

Obligations 277  8 

BRAC  II: 

Allocations NA 

Obligations  NA 

BRAC  III: 

Allocations NA 

Obligations NA 


$276.5 

$144.4 

$0 

$66.8 

243.5 

82.5 

0 

0 

265.5 

309.0 

266.4 

139.1 

236.3 

240.8 

209.9 

1.0 

NA 

NA 

248.7 

312.2 

NA 

NA 

222.3 

42.9 

Total  allKations  $302.8  $542  0  $543.4  $515.1  $518.1 


Total  obligations  $277.8  $479.8  $323.3  $432.2  $43.9 

CERFA  CLEAN 

Senator  McCain.  Following  the  October  19,  1992  enactment  of  the  Community 
Environmental  Response  Facilitation  Act  (CERFA)  the  military  departments  were 
required  to  identify  uncontaminated  parcels  of  land  or  property  to  facilitate  rapid 
transfer  for  community  reuse. 

(a)  What  are  the  total  number  of  CERFA  sites  that  have  been  identified  for  each 
BRAC  round? 

(b)  What  is  the  total  CERFA  acreage  for  each  BRAC  round? 

(c)  How  many  CERFA  sites  have  been  successfully  turned  over? 

(d)  How  many  CERFA  transactions  involved  property  transfers  to  communities, 
and  how  many  sites  were  sold? 

(e)  What  was  the  purchase  price  for  those  CERFA  transactions  that  involved  a 
sale? 

(0  Identify  the  range  of  transferees  and  purchasers  that  were  involved  in  all 
CERFA  transactions? 
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Ms.  Goodman,  (a)  CERFA  uncontaminated  property  has  been  identifled  for  all 
three  BRAG  rounds  by  acres,  not  by  parcels.  The  acres  proposed  by  the  Department 
and  the  acres  that  the  regulators  concurred  with  are  shown  in  the  table  below. 

(b)  The  status  of  CERFA  uncontaminated  acres  for  both  closing  and  realigning 
bases  is  as  follows: 

AaM  proposed      Acres  concurred 
Base  closure  round  as  CEJ^FA  as  CERFA 

uncontaminated     uncontaminated 

1988  67,905  18,876 

1991  50.804  28,013 

1993  35.738  29,463 


Total  154.447  76.352 

(cMO  The  Department  does  not  specifically  track  CERFA  acres  (or  parcels)  trans- 
ferred. CERFA  property  lines  are  defined  by  the  lack  of  contamination  and  storage 
of  hazardous  substances  and  petroleum.  Property  is  not  usually  transferred  with 
those  same  boundaries.  For  example,  a  parcel  that  is  transferred  may  contain  prop- 
erty: 

(1)  that  is  CERFA  uncontaminated; 

(2)  where  hazardous  materials  were  stored  for  more  than  a  year  (without  a  re- 
lease); 

(3)  where  releases  occurred,  but  contamination  was  below  action  levels;  and 

(4)  where  cleanup  is  complete. 

FAST  TRACK  CLEANUP 

Senator  McCain.  On  March  24  DOD  testified  that  implementation  of  the  Fast 
Track  Cleanup  Program  had  successfully  accelerated  the  BRAG  process.  However, 
in  its  February  1995  Report  on  Environmental  Impact  at  Closing  Bases,  the  Govern- 
ment Accounting  Offices  (GAO)  expressed  a  contrary  opinion.  For  example,  GAO  de- 
termined that  for  BRAG  I  and  II  installations,  regulators  only  concurred  in  34,499 
acres  of  the  121,200  acres  identified  as  uncontaminated. 

(a)  What  is  the  status  of  the  remaining  BRAG  I  and  II  acreage  identified  as 
uncontaminated? 

(b)  Have  the  regulators  reviewed  and  acted  upon  the  remaining  acreage? 

(c)  How  many  sites  have  been  cleaned  up  since  the  inception  of  the  Fast  Track 
Cleanup  Program?  Distinguish  BRAG  I,  II,  and  III  Sites. 

Ms.  Goodman,  (a)  Just  because  a  particular  piece  of  property  does  not  receive  reg- 
ulatory concurrence  for  being  CERFA  uncontaminated,  does  not  preclude  it  from 
being  immediately  available  for  transfer.  As  shown  in  the  table  below,  significant 
acreage  is  deemed  acceptable  for  transfer  because  no  contamination  was  found  or 
the  levels  are  within  acceptable  ranges.  As  shown  below  approximately  60  percent 
of  the  property  at  BRAG  1988  and  1991  closing  bases  is  ready  for  transfer  from  a 
cleanup  standpoint. 

Total  acres  at      *"**  '^'*^""'  ""  "" 
Base  closure  round  1^«  „,  hAi<       "^^^ni")  and  avail- 

closinj  bases         ,^|^  ,„  ^^^j,^, 

1988  148,684  88,343 

1991  98,477  58,333 


Total .-. 247,161  146,676 

Data  as  of  September  30.  1994 

(b)  Since  a  "non-concurrence"  does  not  preclude  the  property  from  being  imme- 
diately available  for  transfer,  it  would  not  be  prudent  for  the  Department  to  spend 
time  and  money  to  further  investigate  the  issue,  especially  if  that  further  investiga- 
tion would  delay  property  transfer.  Also,  some  States,  such  as  the  State  of  Texas, 
have  decided  to  not  concur  with  any  CERFA  proposals. 

(c)  Status  on  the  cleanup  of  sites  is  shown  in  the  table  below.  Since  most  BRAG 
sites  were  in  some  phase  of  cleanup — investigation,  design,  or  remedial  action — 
prior  to  the  start  oi  Fast  Track  Cleanup,  it  is  difficult  to  say  which  sites  were 
"cleaned  up"  after  the  inception  of  the  program. 
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Base  ckBiire  mid                                                                Total  num bee  Number  of  sites  wilt. 

01  srtM  response  complete 

1988  1,053  303 

1991  1.313  227 

1993  1.001  131 


Total 3,367  661 

Note  Data  as  of  September  30,  1994 

It  is  important  to  note,  however,  that  of  the  remaining  sites,  we  anticipate  that 
cleanup  will  be  required  at  only  1,477  sites,  as  shown  in  the  table  below. 


««*«  „_"rr.^  ...."-„  Future  ^ites 


Sites  Sites 

completed  underway 


Analysis/investigation  919  2,437  11 

Design 146  131  1,228 

Cleanup 90  104  1,477 

Note:  Data  as  d  September  30.  1994 

GAO  REPORT  RECOMMENDATIONS 

Senator  McCain.  The  GAO  report  made  the  following  recommendations:  assess 
the  Fast  Track  Cleanup  Program  performance  measures;  approve  sites  for  high  pri- 
ority environmental  funding  only  when  cleanup  or  compliance  is  required  or  cost- 
effective  for  nonfederal  reuse  to  occur;  develop  an  environmental  program  cost  esti- 
mate that  reflects  the  total  financial  impact  of  realignment  and  closure  actions. 

(a)  Has  the  DOD  reviewed  these  recommendations? 

(b)  How  has  the  DOD  responded  to  these  recommendations? 

Ms.  Goodman,  (a)  Yes,  the  Department  has  reviewed  the  GAO  Findings  and  Rec- 
ommendations. 

(b)  The  DOD  response  is  attached. 

Department  of  Defense, 
Office  of  the  Under  Secretary  of  Defense, 

Washington.  DC.  May  11.  1995. 

Ms.  Donna  M.  Heivilin, 

Director,  Defense  Manaeement  and  NASA  Issues, 

National  Security  and  international  Affairs  Division, 

U.S.  General  Accounting  Office, 

Washington,  DC. 

Dear  Ms.  Heivilin:  The  Department  of  Defense  has  reviewed  the  General  Ac- 
counting Office  (GAO)  final  report  GAO/NSIAD-95-70,  "MILITARY  BASES:  Envi- 
ronmental Impact  at  Closing  Installations"  (GAO  Code  70903 1/OSD  Case  9873),  and 
partially  concurs  with  the  report. 

Much  of  the  information  in  the  report  does  not  refiect  the  current  status  of  DoD 
actions  to  address  environmental  cleanup  issues  at  closing  installations.  As  a  result, 
the  report  does  not  fully  describe  the  progress  achieved  by  the  Department,  nor  the 
current  DoD  priorities  in  addressing  environmental  concerns  at  closing  installations. 
The  DoD  has  made  significant  progress  in  cleaning  up  closing  bases,  and  the  Fast 
Track  Cleanup  Program  is  producing  many  positive  results. 

Detailed  DoD  comments  on  the  report  finaings  and  recommendations  are  provided 
in  the  enclosure. 

Very  truly  yours, 

Sherri  W.  Goodman, 

Deputy  Under  Secretary  of  Defense 
(Environmental  Security) 
Enclosure. 

[The  GAO  final  report  GAO/NSIAD-9S-70  (GAO  Code  709031)  OSD  Case  9873; 
"Military  Bases:  Environmental  Impact  at  Closing  Installations"  is  retained  in  com- 
mittee files.] 

long-term  leases 

Senator  McCain.  In  the  National  Defense  Authorization  Act  for  Fiscal  Year  1994 
Congress  allowed  for  long-term  leases  of  property  to  non-Federal  users. 
(a)  How  many  long-term  leases  have  been  signed? 
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(b)  How  many  have  been  signed  since  the  inception  of  the  Fast  Track  Program? 

(c)  What  is  the  total  acreage  covered  by  existing  long-term  leases? 

(d)  What  is  the  average  duration  of  these  types  of  leases? 

(e)  Have  long-term  leases  proven  to  be  an  effective  manner  of  expediting  transfer 
of  BRAC  properties?  What  are  the  problems?  Explain. 

Ms.  Goodman.  The  Department  already  had  authority  to  lease  property  under 
Title  10  use  §2667.  This  provision  also  allowed  for  leases  extending  beyond  5  years 
if  the  Secretary  determined  that  the  lease  was  in  the  "public  interest."  The  National 
Defense  Authorization  Act  for  Fiscal  Year  1994  restated  our  authority  to  lease,  and 
allowed  leases  for  less  than  fair  market  value  if  "a  public  interest  will  be  served." 

(a)  The  Department  has  entered  into  numerous  leases,  as  illustrated  in  the  table 
below: 


Leases  at  BRAC  Installations 
(BRAC  1988,  1991,  &1993) 


Total  Number  of 
Interim  Leases 


97 


Total  Number  of  Leases  in 
Furtherance  of  Conveyance 


20 


Data  as  ot  May  1.  1995 

The  Air  Force  is  the  only  service  with  leases  in  furtherance  of  conveyance,  which 
many  refer  to  as  "long  term  leases."  Since  the  phrases  "long  term"  and  "short  term" 
are  not  defined  by  statute,  we  are  using  the  terms  "lease  in  furtherance  of  convey- 
ance" and  "interim  lease"  to  more  accurately  define  the  type  of  lease. 

(b)  97  interim  leases  and  20  leases  in  furtherance  of  conveyance  have  been  signed 
since  Fast  Track  was  introduced  on  July  2,  1993. 

(c)  The  total  BRAC  acreage  under  interim  lease  is  6,031  acres.  We  have  approxi- 
mately 18,500  acres  leased  in  furtherance  of  conveyance.  It  is  important  to  note, 
however,  that  although  the  acreage  for  interim  leases  appears  small,  many  of  the 
leases,  especially  in  the  Navy,  are  Tor  buildings,  not  land. 

(d)  The  average  duration  of  an  interim  lease  is  1-2  years,  with  a  range  of  1  to 
5  years.  Leases  in  furtherance  of  conveyance  have  an  average  length  of  30  years, 
with  a  range  of  15  to  55  years. 

(e)  Both  interim  leases  and  leases  in  furtherance  of  conveyance  have  proved  to 
be  excellent  tools  for  expediting  reuse,  when  property  cannot  immediately  be  trans- 
ferred. However,  leasing  is  not  necessarily  the  best  way  to  reuse  property.  By  far, 
property  transfer  is  the  most  desirable  alternative  for  both  the  Federal  Government 
and  the  community.  For  DOD,  leasing  requires  an  administrative  effort,  and  also 
increases  the  DOD  liability  under  CERCLA.  According  to  CERCLA,  since  we  are  the 
real  property  owners,  we  are  responsible  not  only  for  the  contamination  and  oper- 
ation of  our  own  activities,  but  also  are  liable  for  the  actions  of  our  tenants.  From 
a  purchaser's  perspective,  a  deed  transfer  is  a  much  more  secure  investment,  and 
will  encourage  more  permanent  development  and  jobs. 

BRAC  CLEANUP 

Senator  McCain.  The  GAO  report  indicated  that  most  sites  at  closing  and  realign- 
ing installations  are  still  beinginvestigated  and  studied. 

(a)  How  many  sites  under  BKAC  I,  11,  and  III  have  been  cleaned  up? 

(b)  What  is  the  status  of  each  of  the  BRAC  I,  II,  and  III  sites  that  have  not  been 
cleaned  up? 

(c)  What  is  the  average  amount  of  time  and  funding  necessary  to  complete  site 
assessments  and  investigations  at  such  sites? 

Ms.  Goodman,  (a)  The  Department  has  3,367  sites  at  BRAC  installations.  Of 
those,  response  is  complete  at  661  sites.  These  numbers  are  displayed  below,  by 
BRAC  round: 


Bas«  closure  round 


Total  nunib«f      Number  of  sites  with 
of  sites  response  complete 


1988 
1991 


1,053 
1,313 


303 
227 


300 


Base  cksiiie  miid 


Total  number      Number  of  sites  with 
ot  sites  response  complete 


1993  1,001  131 


Total 3,367  661 

Note  Data  as  oi  September  30.  1994.        ' 

(b)  As  indicated  by  the  table  below,  we  have  cleanup  or  cleanup  design  underway 
at  a  total  of  235  sites,  as  of  September  30,  1995.  2,437  sites  are  in  the  analvsia' 
investigation  stage.  Of  those  2,437  sites,  we  anticipate  that  actual  cleanup  will  be 
required  at  only  1,477  sites. 


Pkase 


Sites  Sites 

completed  undemay 


Analysis/investigation  919  2,437  11 

Design  146  131  1.228 

Cleanup 90  104  1.477 


Note  Data  as  of  September  30.  1994 

(c)  The  average  cost  of  a  preliminary  assessment  (PA)  is  $16,000.  A  site  inspection 
(SI)  typically  costs  about  $25,000.  These  two  phases  combined  usually  take  less  than 
1  year  to  complete  for  a  typical  site.  A  remedial  investigation/feasibility  study  (RI/ 
FS)  will  take  an  average  of  18  months  to  2  years,  and  cost  an  average  of  $1,300,000. 

HAMILTON  AFB  CLEANUP 

Senator  McCain.  On  March  24  the  Army  testified  that  it  had  completed  negotia- 
tions to  allow  a  ftiture  landowner  at  Hamilton  AFB  to  manage  the  cleanup  of  a  con- 
taminated landfill.  The  Army  has  projected  saving  $2  million  in  cleanup  costs. 

(a)  What  was  the  incentive  for  the  future  landowner  to  accept  such  a  property 
transfer  arrangement? 

(b)  Will  the  future  landowner  absorb  all  future  cleanup  costs?  What  exceptions, 
if  any  are  proposed? 

(c)  How  was  this  transfer  initiated? 

Ms.  (jOODMAN.  (a)  The  future  landowner,  the  New  Hamilton  Partners,  proposed 
the  arrangement  because  they  believed  they  could  better  control  the  schedule  of  the 
cleanup  thereby  ensuring  that  cleanup  actions  would  not  interfere  with  their  con- 
struction development  plans. 

(b)  The  landowner  will  not  absorb  any  future  cleanup  costs.  Under  prevailing  law, 
the  Army  is  responsible  for  contamination  discovered  after  property  transfer,  except 
for  contamination  caused  by  or  as  the  result  of  the  operations  of  the  future  land- 
owners. 

(c)  The  property  transfer  has  not  yet  occurred.  The  Army  anticipates  offering  the 

firoperty  for  transfer  to  the  New  Hamilton  Partners  (NHP)  on  May  1,  1995.  Special 
egislation  was  adopted  in  the  fiscal  year  1995  Defense  Appropriations  Act  that  per- 
mitted the  NHP  to  conduct  the  capping  of  landfill  No.  26  in  accordance  with  Army 
development  plans  and  specifications,  however,  the  NHP  did  not  take  title  to  the 
property  but  only  assumed  responsibility  for  completing  the  landfill  cap. 

SECTION  2905(e) 

Senator  McCain.  Under  the  Provisions  of  Law  Relating  to  Base  Closures  and 
Realignments,  section  2905(e)  of  title  10  of  the  United  States  Code,  allows  DOD  to 
enter  into  an  agreement  for  transfer  by  deed  real  property  or  facilities  at  closed  or 
closing  installations  with  and  person  who  agrees  to  perform  all  necessary  environ- 
mental restoration,  waste  management,  and  environmental  compliance. 

(a)  To  what  extent  has  the  DOD  used  this  provision  to  facilitate  the  Fast  Track 
Program? 

(b)  Describe  the  instances  in  which  the  provision  has  been  the  basis  for  transfer 
of  DOD  property. 

(c)  What  are  some  of  the  lessons  learned  in  the  case  of  the  transfer  at  Hamilton 
AFB? 

(d)  In  what  circumstances  has  this  method  of  transfer  been  used? 

Ms.  (ioODMAN.  (a)  and  (b)  The  authority  under  10  USC  2908,  as  described  above, 
has  not  yet  been  exercised  because  the  authorization  requires  specific  procedures  to 
be  adopted.  Those  procedures  are  being  developed  and  will  be  announced  for  com- 
ment in  the  Federal  Register. 
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(c)  The  actual  property  transfer  at  the  Hamilton  Air  Force  Base  has  not  yet  oc- 
curred and  is  not  being  performed  under  the  authority  provided  in  10  USC  2908 
but  pursuant  to  legislation  specific  to  the  base.  The  Hamilton  AFB  experience  has 
shown  that  there  are  instances  in  which  a  private  party  can  implement  environ- 
mental restoration  faster  and  cheaper  than  might  have  been  done  under  govern- 
ment contracting  and  management  mechanisms.  In  this  case,  the  buyer  and  local 
government  were  ready  to  proceed  with  property  development  prior  to  completion 
of  cleanup  activities,  providing  the  incentive  to  make  it  work.  Close  cooperation  with 
environmental  regulatory  agencies  and  the  pubUc  was  imperative  to  ensure  the  suc- 
cess of  the  buyer-conducted  cleanup. 

(d)  The  Hamilton  AFB  transfer  was  unique;  Congress  created  special  authority  to 
permit  this  transfer  to  occur  prior  to  complete  cleanup.  DOD  has  proposed  that  cur- 
rent law  be  amended  to  permit  earlier  transfer  of  property  at  closing  bases,  such 
as  is  planned  at  Hamilton  AFB. 

PERMITTING  SERVICES  FOR  HAZARDOUS  SUBSTANCES  DISPOSAL 

Senator  McCain.  Under  section  2701(cX3)  of  title  10  the  DOD  is  required  to  pay 
fees  and  charges  imposed  by  State  authorities  for  permit  services  for  disposal  of  haz- 
ardous substances  on  DOD  lands. 

(a)  How  frequently  does  disposal  occur  on  DOD  lands? 

(b)  What  is  the  total  annual  permitting  costs  for  such  disposal? 

(c)  How  are  these  permit  fees  funded? 

Ms.  Goodman,  (a)  The  Army  at  Pine  Bluff,  AR,  has  a  permitted  RCRA-C  landfill. 
The  two  major  waste  streams  that  go  into  it  are  off  spec  product  for  DEMIL  and 
production  waste.  The  frequency  of  use  depends  on  the  operating  schedule.  For  cal- 
endar year  1994,  approximately  1,000,000  lbs.  of  hazardous  waste  was  disposed  in 
the  landfill.  Navy  does  not  dispose  of  hazardous  waste  on  DOD  land.  They  store  and 
treat  hazardous  waste  only.  All  disposal  is  acconiplished  through  Defense 
Reutilization  and  Marketing  Office  and  contractors.  Air  Force  and  DLA  also  do  not 
dispose  of  hazardous  waste  on  DOD  land. 

(d)  The  Army  annual  permitting  costs  are  approximately  $30,000  per  year.  The 
Navy,  Air  Force,  and  DLA  do  not  nave  annual  permitting  costs  for  disposal  of  haz- 
ardous waste. 

(c)  Army  permit  fees  are  funded  through  the  Defense  Business  Operation  Fund 
(Tost  Operating  Funds").  The  Navy,  Air  Force,  and  DLA  do  not  have  annual  per- 
mitting costs  for  disposal  of  hazardous  waste. 

DOD  LIABILITY  FOR  WASTE  HANDLING  CONTRACTORS 

Senator  McCain.  Under  section  2708(b)  of  title  10  each  contract  or  subcontract 
for  the  handling  of  hazardous  waste  from  a  defense  facility  provides  that  upon  re- 
ceipt of  properly  characterized  hazardous  waste  the  contractor  or  subcontractor  shall 
reimburse  the  Federal  (jovemment  for  all  liabilities  incurred.  That  section  does  not 
apply  to  any  contract  or  subcontract  to  perform  remedial  action  or  corrective  action 
under  the  Defense  Environmental  Restoration  Program  (DERP). 

(a)  Subsequent  to  its  enactment,  has  section  2708(b)  language  been  incorporated 
into  contracts  for  the  handling  of  hazardous  waste  that  falls  outside  the  DERP? 

(b)  In  what  instances  has  the  DOD  been  held  liable  for  contractor  receipt  and  han- 
dling of  DOD  hazardous  waste  under  DERP? 

(c)  What  was  the  cost  of  liability  for  fiscal  year  1993  to  fiscal  year  1995? 

(d)  What  is  the  projected  cost  of  liability  for  fiscal  year  1996? 

Ms.  Goodman,  (a)  The  majority  of  the  Department's  non-DERP  hazardous  waste 
handling  and  disposal  contracts  are  administered  by  the  Defense  Logistics  Agency 
(DLA).  DLA  has  included  section  2708(b)  language  of  title  10  in  such  contracts  since 
October  1992. 

(b),  (c),  and  (d)  To  our  knowledge,  DOD  has  not  been  held  liable  for  contractor 
receipt  and  handling  of  properly  characterized  wastes  under  DERP.  As  such,  no 
costs  have  been  incurred  or  are  projected  for  fiscal  year  1996. 

PAYMENT  OF  FINES  AND  PENALTIES  USING  DERA  FUNDS 

Senator  McCain.  Under  section  2703  of  title  10  DERA  funds  may  not  be  used  for 
the  payment  of  fines  and  penalties,  unless  the  act  or  omission  for  which  the  fine 
or  penalty  is  imposed  arises  out  of  a  DERA  funded  activity. 

(a)  Identify  those  instances  and  installations  for  which  fines  and  penalties  were 
paid  out  of  DERA? 

(b)  What  was  the  total  amount  paid  out  of  DERA? 

(c)  What  was  the  legal  basis  for  the  assessment  of  fines  and  jjenalties  that  were 
paid  out  of  DERA? 
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Ms.  Goodman,  (a)  The  only  fine  paid  from  DERA  was  one  for  $500,000  at  the 
West  Virginia  Ordnance  Works  site  in  West  Virginia  as  authorized  in  the  fiscal  year 
1995  Appropriations  Act. 

(b)  The  total  amount  paid  out  was  $500,000. 

(c)  The  fine  was  paid  due  to  violations  a  Federal  Facility  Agreement  pursuant  to 
CERCLA. 

DERTF 

Senator  McCain.  In  March  1995  the  DOD  submitted  a  report  on  the  action  of  the 
Defense  Environmental  Response  Task  Force  (DERTF). 

(a)  What  were  the  funding  sources  for  DERTF? 

(b)  What  was  the  cost  of  DERTF  activities  for  fiscal  year  1994? 

(c)  What  does  DOD  intend  to  do  with  the  DERTF  recommendations? 

Ms.  Goodman,  (a)  The  activities  of  the  DERTF  are  funded  from  the  Base  Closure 
Accounts. 

(b)  The  cost  of  DERTF  activities  for  fiscal  year  1994  was  approximately  $628,000. 

(c)  The  DERTF  findings  and  recommendations  are  reviewed  by  my  Office  and  the 
Components  and  incorporated,  where  appropriate,  into  the  Base  Realignment  and 
Closure  (BRAG)  environmental  program.  Examples  of  actions  taken  by  DOD  on 
DERTF  findings  and  recommendations  include  development  by  DOD  of: 

•  the  guidance  pamphlet  "Fast  Track  to  FOST  [Finding  of  Suitability  to  Trans- 
fer]" providing  information  on  preparing  FOSTs  to  expedite  the  transfer  of  property, 
a  copy  of  whicn  is  attached; 

•  a  BRAC  environmental  menu  structure  within  the  Defense  Environmental  Net- 
work and  Information  Exchange  (DENIX)  to  enhance  communications  among  Clean- 
up Teams;  and 

•  a  brochure  on  resources  available  to  assist  installation  Cleanup  Teams. 

FINES  AND  PENALTIES  UNDER  FFCA 

Senator  McCain.  The  Federal  Facility  Compliance  Act  of  1992  (FFCA)  amended 
the  Solid  Waste  Disposal  Act  by  applying  certain  requirements  and  sanctions  to 
Federal  facilities.  FFCA  expressly  waived  sovereign  immunity  for  civil  and  adminis- 
trative fines  and  penalties. 

(a)  What  amount  of  fines  and  penalties  have  been  assessed  against  each  service 
since  the  enactment  of  FFCA?  Identify  amounts  by  service,  fiscal  year,  and  nature 
of  the  violation. 

(b)  What  amount  of  fines  and  penalties  have  been  paid? 

(c)  To  what  extent  have  regulators  been  willing  to  negotiate  amounts  assessed? 

(d)  Based  on  negotiations,  have  the  regulators  established  a  floor  for  negotiation 
of  assessed  fines  penalties?  What  is  that  iioor? 

(e)  Other  than  payment,  what  have  regulators  agreed  to  accept  in  satisfaction  of 
assessed  fines  ana  penalties? 

(0  What  projects  or  activities  have  been  accomplished  for  this  purpose? 
(g)  What  has  been  the  dollar  value  of  each  of  these  projects  and  activities? 
Ms.  Goodman,  (a) 

Amy  Navy  Marine  Corp«  Air  Force  OlA 

Fiscal  year  1993  $1,641,464      $1,507,650        $176,100      $1,584,840  $2,600 

Fiscal  year  1994  6,252,532        4,460,326  54,724  246,536  81,345 

Fiscal  year  1995 '  307,750  116,570  0  0  0 


Total  $8,201,746      $6,084,546        $230,824      $1,831,376  $83,945 

DOD  TOTAL:  $16,432^37 

'Note:  Firel  6  montlis  only 

Army  violations  have  primarily  been  based  on  alleged  violations  of  technical  regu- 
latory requirements.  The  four  most  common  allegations  made  against  Army  Instal- 
lations by  EPA  or  states  are: 

—  Improper  labeling.  Hazardous  waste  generators  must  label  containers  of  haz- 
ardous waste  with  the  accumulation  start  date  and  the  words  "Hazardous  Waste". 

—  Accumulating  hazardous  waste  in  excess  of  90  days.  Hazardous  waste  genera- 
tors must  dispose  of  hazardous  waste  within  90  days  of  the  accumulation  start  date. 

—  Failure  to  make  a  waste  determination.  The  generator  of  a  solid  waste  must 
determine  if  that  waste  is  hazardous. 
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—  Lack  of  training  and  failure  to  document  training.  Hazardous  Waste  Facility 
personnel  must  be  instructed  in  hazardous  waste  management  procedures  relevant 
to  their  position  by  a  qualified  instructor.  The  installation  must  maintain  records 
of  the  type  and  amount  of  training  given  to  employees. 

Although  the  Army  types  of  violations  found  during  the  first  2  years  under  the 
FFCA  were  largely  "technical"  in  nature,  recent  cases  have  involved  violations  that 
cannot  be  remedied  without  substantial  expenditures  of  funds  on  facility  improve- 
ments or  environmental  remediation.  For  example,  in  January  1995,  Red  River 
Army  Depot  was  fined  $152,380  under  RCRA.  All  but  about  $1,000  of  the  fine  was 
attributable  to  inadequate  facilities  or  failure  to  conduct  required  remediation  or  clo- 
sure activities.  Fixing  the  problems  noted  in  the  Notices  oi  Violation  (NOV)  will  re- 
quire expenditures  of  $500,000  to  $1  million.  Fort  Carson  is  facing  a  potential  fine 
for  RCRA  violations  including  allegations  of  illegal  surface  impoundments  and  fail- 
ure to  close  certain  facilities.  In  addition  to  the  fine  that  is  ultimately  assessed,  res- 
olution of  this  matter  will  be  impossible  without  substantial  expenditures  to  close 
and  remediate  the  surface  impoundments  and  other  waste  disposal  units,  and  to  re- 
place those  facilities  with  acceptable  facilities. 

Air  Force  violations  were  failure  to  properly  label  hazardous  waste  drums,  incor- 
rect documentation,  and  improper  permitting.  Defense  Logistics  Agency  violations 
were  for  cracks  in  a  hazardous  waste  storage  area  floor  and  holding  hazardous 
waste  too  long  prior  to  disposal. 

(b)  Army,  $317,888;  Navy  and  Marine  Corps,  $83,323;  Air  Force,  $167,617;  and 
DLA  $21,500. 

DOD  total:  $590,328. 

The  Navy  is  still  negotiating  with  the  regulatory  agency  in  the  majority  of  situa- 
tions where  fines  have  oeen  assessed.  v 

(c)  Generally,  all  of  the  fine  amounts  assessed  against  Army  facilities  have  been 
the  subject  oi  good  faith  negotiation  by  both  EPA  and  State  regulators.  Of  the  23 
resolved  Army  cases,  17  have  been  settled  for  an  amount  less  than  the  original  fine 
amount.  Five  of  these  cases  were  settled  without  the  imposition  of  any  fine.  For  the 
Navy,  in  most  cases,  the  willingness  to  negotiate  depends  on  the  extent  of  the  viola- 
tion and  working  relationship  between  the  Navy  and  the  regulator.  The  Air  Force 
has  been  able  to  save  $231,765  of  an  original  $399,382  in  assessed  fines  from  regu- 
lators. 

(d)  In  the  majority  of  the  Army  fine  cases,  there  has  been  no  indication  that  the 
regulators,  either  State  or  EPA,  have  established  a  specific  floor  on  the  amount  that 
they  will  settle  for.  EPA's  civil  penalty  policies  mandate  that  any  fine  recapture  any 
significant  economic  benefit  of  noncompliance  that  accrues  to  the  violator.  In  this 
context,  economic  benefit  is  the  time  and  dollar  value  saved  by  the  violator  by  not 
complying  with  Federal  regulations.  With  the  exception  of  one  case  brought  by  EPA 
shortly  alter  the  passage  of  the  FFCA,  however,  EPA  has  not  sought  the  recovery 
of  any  economic  benefit  from  Army  installations.  EPA's  penalty  policies  also  suggest 
that  any  fine  should  be  imposed  at  a  level  which  captures  the  violator's  economic 
benefit  of  noncompliance  plus  some  appreciable  portion  of  the  gravity  component  of 
the  penalty.  The  Navy  and  Air  Force  are  not  aware  of  any  floor.  Assessment  of  fines 
and  penalties  are  not  equal  and  depend  on  the  extent  of  tne  violation. 

(e)  Three  of  the  settled  Army  fine  cases  have  included  an  agreement  by  the  Army 
to  perform  supplemental  environmental  projects  (SEPs).  Several  more  pending 
agreements  will  likely  include  agreement  by  the  Army  to  perform  SEPs.  EPA's  SEP 
policy  allows  violators  to  offset  a  portion  of  their  fine  by  completing  projects  that 
benefit  the  environment.  The  project  must  go  beyond  mere  compliance  with  environ- 
mental laws  and  regulations,  oe  related  to  the  underlying  violation,  and  fall  within 
one  of  five  specified  categories.  SEPs  have  also  been  part  of  settlement  negotiations 
with  State  regulators.  For  the  Navy,  SEPs  have  been  accepted  in  satisfaction  of  as- 
sessed fines  and  penalties  with  a  certain  portion  paid  in  cash  as  punishment  for 
non-compliance  based  on  the  gravity  of  the  violation. 

(0  For  the  Army — 

—  Fiscal  year  1994,  Dugway  Proving  Ground  settled  a  $308,000  fine  from  Utah 
through  payment  of  a  $10,000  fine  and  performance  of  a  SEP  ($165,000).  The  SEP 
consisted  of  re-seeding  areas  of  Dugway  Proving  Ground  destroyed  by  recent 
wildfires. 

—  Fiscal  year  1994,  Fort  Lewis  settled  a  $70,000  fine  (reduced  to  $60,000 
through  negotiation)  by  the  State  of  Washington  through  payment  of  a  $15,000  fine 
and  performance  of  a  SEP  ($45,000).  The  SEP  required  Fort  Lewis  to  hire  an  inde- 
pendent contractor  to  conduct  a  continuous  inspection  program  of  waste  generators 
at  Fort  Lewis  for  1  year. 

—  Fiscal  year  1994,  Iowa  Ammunition  Plant  settled  a  $202,699  fine  (reduced  to 
$139,922  through  negotiation)  by  EPA  through  payment  of  a  $75,704  fine  plus  per- 
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forming  a  $300,000  SEP.  The  SEP  consisted  of  the  installation  of  a  pinkwater  water 
recycling  and  treatment  facility.  Although  the  SEP  was  much  more  extensive  than 
the  $64,218  offset  that  Iowa  AAP  received  for  the  project,  Iowa  personnel  estimated 
that  the  treatment  system  would  save  the  installation  approximately  $52,000  per 
year. 

—  Fiscal  year  1995,  Fort  McCoy  settled  a  $16,875  fine  by  EPA  Region  VI  through 
the  payment  of  a  $6,084  fine  and  performance  of  a  SEP  ($10,791).  The  SEP  con- 
sisted of  the  purchase,  installation  and  operation  of  five  high  pressure,  hot  water 
parts  cleaning  units  which  will  replace  solvent-based  parts  cleanmg  units. 

—  Fiscal  year  1995,  White  Sands  Missile  Range  settled  a  $145,606  fine  (reduced 
to  $76,491  through  negotiation)  by  the  State  of  New  Mexico  through  payment  of  a 
$45,895  fine  and  performance  of  a  SEP  ($64,596).  The  SEP  development  and  imple- 
mentation of  a  hazardous  waste  materials  reutilization  and  minimization  center. 

Navy  does  not  track  SEPs,  but  in  those  instances  where  they  were  aware  of  a 
specific  SEP,  most  were  waste  minimization  projects  with  a  waste  reduction  goal  of 
some  specified  percentage  by  a  particular  year. 

(g)  The  Army  projects  by  dollar  value  are:  (1)  Dugway  Proving  Ground — $165,000, 
(2)  Fort  Lewis— $45,000,  (3)  Iowa  Ammunition  Plant— $300,000,  (4)  Fort  McCoy— 
$10,791,  and  (5)  White  Sands  Missile  Range— $64,596.  The  dollar  value  of  Navy 
SEPs  appears  to  vary  greatly  depending  on  the  extent  of  the  violation  and  the  fines 
assessed. 

EPA  FEDERAL  FACIUTY  INSPECTION  COSTS 

Senator  McCain.  FFCA  also  nrovided  for  DOD  reimbursement  of  the  Environ- 
mental Protection  Agency  (EPA)  !br  Federal  facility  inspection  costs. 

(a)  Since  the  enactment  of  FFCA,  what  has  been  the  total  amount  of  DOD  reim- 
bursement of  EPA? 

(b)  How  many  EPA  inspections  have  been  reimbursed?  Identify  facilities  in- 
spected. 

(c)  What  has  been  the  funding  sources? 

-  Ms.  Goodman,  (a)  For  fiscal  year  1994,  the  Navy  obligated  $400,000  for  fiscal 
year  1994  and  $412,978  for  fiscal  year  1995  to  date.  The  Army  and  Air  Force  budg- 
eted for  this  purpose,  but  to  date  they  have  not  been  billed  by  EPA  for  inspection 
services.  DLA  has  a  2  year  agreement  with  EPA,  has  sent  funds  to  them  to  draw 
upon,  but  no  inspections  have  taken  place  to  date. 

(b)  The  Army  is  awaiting  billing  by  EPA  for  inspections  before  reimbursing  EPA. 
For  fiscal  year  1994,  Navy  reimbursed  $400,000  to  EPA.  No  EPA  inspections  have 
been  reimbursed  by  Air  Force,  however,  1,030  inspections  occurred  on  Air  Force  fa- 
cilities from  various  government  sources  from  July  1993  to  March  1995.  Approxi- 
mately 206  of  them  were  conducted  by  EPA  with  the  remainder  accomplisned  by 
States.  There  have  been  no  DLA  inspections  to  date. 

(c)  The  Army  source  of  funding  will  be  O&M  for  EPA  reimbursement.  The  Navy 
and  Marine  Corps  use  their  O&M  appropriation.  EPA  has  not  been  reimbursed  by 
the  Air  Force.  DLA  would  use  the  Defense  Business  Op)erating  Fund  to  reimburse 
EPA  for  an  inspection. 

munitions  rulemaking 

Senator  McCain.  FFCA  directed  EPA  to  promulgate  regulations,  in  consultation 
with  DOD  and  appropriate  State  officials,  that  define  when  military  munitions  be- 
come a  hazardous  waste. 

(a)  What  is  the  status  of  rulemaking  negotiations  among  the  interested  agencies? 

(b)  At  this  point  in  negotiations,  how  has  EPA  defined  the  point  at  which  military 
munitions  are  treated  as  a  hazardous  waste? 

(c)  If  the  EPA  position  becomes  the  rule,  what  would  be  the  projected  cost  of  con- 
forming current  DOD  practices? 

(d)  Does  the  EPA  position  on  munitions  deviate  from  existing  RCRA  rules  that 
define  when  other  hazardous  materials  become  hazardous  waste?  If  so,  explain. 

Ms.  Goodman,  (a)  The  Department  and  the  EPA  both  have  been  working  closely 
on  the  munitions  rulemaking  effort  since  November  1992.  Both  have  established 
working  groups  to  address  issues  that  need  attention  in  the  rulemaking.  Since  then, 
we  have  provided  a  significant  amount  of  information  and  documents  to  EPA,  and 
also  provided  briefings  and  tours  to  help  them  understand  how  we  conduct  and 
manage  munitions  operations.  Between  us,  we  identified  six  specific  issue  areas  that 
need  attention  in  the  rule.  These  are:  definition  of  when  munitions  become  waste; 
explosive  ordnance  disposal  emergencies;  burning  of  excess  propellant  bags  during 
training;  management  of  ranges;  storage  of  waste  munitions;  and  transportation  oi 
waste  munitions.  We  have  provided  EPA  with  the  Department's  position  on  each  of 
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the  issue  areas  with  a  detailed  legal,  technical  and  anecdotal  analysis  for  each.  In 
February  1995,  we  reviewed  and  provided  comments  to  EPA  on  their  first  draft  of 
the  munitions  rule.  In  March  1995,  we  both  met  with  0MB  regarding  the  Depart- 
ment's positions  on  the  six  identifled  issues.  The  0MB  representative  recommended 
that  the  Department  and  EPA  'm  another  round"  on  the  draft  rule  before  the  rule 
is  forwarded  officially  to  0MB.  If  we  cannot  reach  consensus,  we  can  go  back  to 
0MB  with  any  outstanding  issues. 

In  December  1994,  EPA  was  sued  by  an  environmental  interest  group  for  missing 
the  October  1994  statutory  deadline  to  promulgate  the  rule.  The  suit  does  not  in- 
volve the  Department.  Based  on  negotiations,  EPA  is  considering  October  1995  to 
issue  a  proposed  rule  and  October  1996  to  promulgate  the  final  rule. 

We  will  continue  the  consultation  process  with  EPA  to  try  to  ensure  that  the  rule 
has  value-added,  i.e.,  that  the  cost  is  justified  by  the  added  protection  to  health  and 
environment  above  the  protection  already  offered  by  current  DOD  operating  regula- 
tions and  explosives  safety  standards. 

(b)  Based  on  the  initial  draft  rule  of  February,  EPA  intended  to  proposed  that  mu- 
nitions could  become  hazardous  waste  at  different  points. 

(1)  Unused  munitions  would  be  considered  waste  when  they  were  discarded  by  the 
munition  being:  (i)  abandoned  by  being  disposed  of,  burned,  or  incinerated;  (ii)  re- 
moved from  storage  for  disposal  or  treatment;  (iii)  physically  deteriorated  to  a  point 
that  it  cannot  be  placed  into  serviceable  condition,  recycled,  or  used  for  other  pur- 
poses; (iv)  declared  a  waste  by  an  authorized  military  oflicial. 

(2)  Spent  munitions  would  be  considered  waste  if  they  met  the  current  RCRA  defi- 
nition of  "discarded"  material. 

(3)  Munitions  used  at  ranges  would  be  waste  if  they  were:  (i)  left  in  place  at  the 
time  the  range  was  closed  or  the  property  transferred  from  military  control,  which- 
ever occurred  first;  or  (ii)  fired  off-installation,  unless  rendered  safe  promptly  and 
recovered. 

Also,  although  not  addressed  directly  in  the  draft  rule,  munitions  managed  during 
an  emergency  would  be  hazardous  waste  subject  to  RCRA.  In  addition,  so  far  EPA 
does  not  plan  to  require  EPA  approval  of  State  implementing  regulations.  This 
opens  the  door  for  50  plus  versions  of  the  EPA  rule,  possibly  more  stringent  and 
potentially  very  costly  to  the  Nation. 

(c)  Since  EPA  has  not  finished  deliberations  yet  on  defining  when  military  muni- 
tions would  become  waste,  it  is  difficult  to  assess  the  cost  impact  with  any  certainty. 
We  will  perform  a  thorough  economic  analysis  of  the  impact  on  DOD  when  the  pro- 
posed rule  is  forwarded  to  0MB.  It  will  take  us  several  months  to  complete  the 
analysis. 

There  are  many  difficulties  in  trying  to  estimate  the  cost  impact  of  this  rule- 
making. For  example,  EPA  wants  to  regulate  clearance  of  ranges  under  RCRA.  Even 
under  current  practices,  range  clearance  costs  are  extremely  difficult  to  estimate. 
Cost  would  depend  on  many  factors  such  as,  type  and  amount  of  munitions  used, 
geology,  hydrology,  topography,  proposed  use  for  the  property  aft^r  clearance,  and 
other.  The  cost  to  conduct  UXO  clearance  at  Jefferson  Proving  Ground  (JPG),  for 
example,  ranges  from  $110  per  acre  to  a  depth  of  one  half  foot  to  $87,624  per  acre 
to  a  depth  of  10  feet.  These  costs  are  based  on  explosives  safety  (not  on  environ- 
mental requirements)  for  restricted  end-use  aft«r  property  clearance,  and  are  re- 
flected in  1992  dollars.  (Source:  Draft  report  by  Mason  &  Hanger,  Batelle  and  ARS 
on  "U.S.  Army  Jefierson  Proving  Ground  Cleanup  and  Reuse  Options,"  dated  June 
1992.)  At  this  time,  we  have  no  cost  estimates  for  clearance  of  water  ranges  but  we 
suspect  that  these  will  be  higher  than  land  clearance  costs. 

We  believe  that  a  full  blown  regulatory  impact  analysis  should  be  performed  by 
EPA  because  they  propose  to  require  restoration  of  ranges  under  RCRA  authority. 
The  cost  implications  of  applying  nCRA  to  range  clearance  operations  have  not  been 
analyzed  previously  in  the  regulatory  impact  analysis  for  the  RCRA  Corrective  Ac- 
tion rule  nor  for  the  National  Contingency  Plan. 

(d)  The  underlying  premise  of  Section  107  of  the  Federal  Facility  Compliance  Act 
(FF(3A)  is  that  waste  military  munitions  should  be  handled  differently  from  the  typ- 
ical RCRA  hazardous  waste.  Military  munitions  are  unique,  unlike  the  industrial 
hazardous  waste  that  RCRA  regulations  were  designed  to  address.  When  dealing 
with  military  munitions,  the  primary  and  foremost  concern  is  safety  from  the  inher- 
ent explosive  hazards  associated  with  the  munitions,  irrespective  of  whether  thev 
are  a  product  or  a  waste.  During  debate  on  the  FFCA,  Congressman  Lent  noted, 
"EPA  must  give  precedence  to  the  explosives  safety  rules  of  the  Department  of  De- 
fense while  the  munitions  are  still  in  explosive  form.  We  cannot  afford  to  increase 
the  possibility  of  catastrophic  accident  as  we  attempt  to  limit  the  possibility  of 
chronic  environmental  degradation."  (138  Cong.  Rec.  H9140,  September  23,  1992). 
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The  Department,  therefore,  expects  the  rule  to  treat  military  munitions  dilTerently 
from  RCRA  waste. 

Specifically,  the  Department  believes  that  EPA's  initial  draft  deviates  from  cur- 
rent RCRA  regulations  as  follows: 

(1)  Proposing  that  "intent  to  discard"  is  demonstrated  when  munitions  are  re- 
moved from  storage  for  treatment  or  disposal. 

(2)  Proposing  that  physical  deterioration  or  damage  would  cause  a  munition  to  be- 
come a  waste. 

(3)  Proposing  to  regulate  munitions  on  closed  or  closing  ranges,  therefore  increas- 
ing the  scope  of  RCRA  to  cover  materials  that  are  placed  on  the  land  incident  to 
their  normal  and  intended  use. 

(4)  Regulating  activities  otherwise  excluded  from  RCRA  based  on  the  location  of 
such  activity.  For  example,  permits  would  be  required  for  Explosive  Ordnance  Dis- 
posal (EOD)  ranges  that  are  used  repeatedly  for  destruction  of  munitions  recovered 
during  emei^ency  operations.  Currently,  this  activity  is  exempt.  EOD  ranges  are 
used  for  safety  considerations. 

(5)  Allowing  transportation  of  waste  munitions  along  a  public  road  without  having 
to  comply  with  RCRA  transporter  requirements,  if  the  property  on  both  sides  of  the 
road  is  owned  or  controlled  by  the  owner  of  the  waste  generating  facility. 

We  believe,  however,  that  most  of  these  requirements  would  impose  unnecessarily 
restrictive  and  potentially  costly  requirements  on  our  operations  without  adding 
protection  to  human  health  or  the  environment.  Military  munitions  are  designed  for 
a  specific  and  deadly  purpose.  Manufacturing,  storage,  handling,  transportation,  and 
use  dictate  strict  adherence  to  explosives  safety  principles.  The  Department,  by  stat- 
ute, promulgates  and  enforces  strict  explosives  safety  standards.  We  will  continue 
our  effort  to  help  EPA  understand  and  recognize  the  unique  nature  of  military  mu- 
nitions and  acknowledge  the  extensive  DOD  controls  that  are  in  place  already. 

ENVIRONMENTAL  IMPACTS  ON  READINESS 

Senator  McCain.  What  are  the  readiness  impacts  if  an  installation  commander 
fails  to  comply  with  environmental  strictures?  Provide  concrete  examples. 

Ms.  Goodman.  Non-compliance  with  environmental  requirements  has  tradition- 
ally been  linked  to  the  legal  conseqruences  that  can  result,  such  as  potential  civil 
and  criminal  liabilities.  However,  tnere  may  be  significant  readiness  impacts  as 
well.  Under  the  environmental  laws,  failure  to  comply  can  result  in  the  shut  down 
of  operations.  Naval  Air  Rework  Facility,  Pensacola,  FL  was  threatened  with  a  stop- 
page of  critical  work  due  to  Clean  Water  Act  violations.  Luckily,  there  was  no  shut 
down.  Although  this  has  not  occurred,  the  shut  down  of  a  Defense  Logistics  Agency 
fuel  terminal  could  prevent  fueling  of  ships,  planes,  and  land  vehicles. 

The  Army  has  experienced  shutdown  first  hand  at  Radford  Army  Ammunition 
Plant  (AAP)  in  Radford,  VA.  Radford  AAP  did  not  upgrade  their  surface  impound- 
ments by  the  required  date  to  meet  the  minimum  technology  requirements,  under 
the  Resource  Conservation  and  Recovery  Act  (RCRA).  The  Radford  APP  commander 
and  plant  manager  ceased  plant  operations  on  March  28,  1994,  and  furloughed  961 
workers.  The  workers  were  recalled  to  duty  on  March  29,  1994.  Production  at 
Radford  did  not  resume  until  April  4,  1995. 

Failure  to  comply  with  applicable  laws  and  regulations  and  properly  manage  our 
natural  resources  can  lead  to  the  loss  of  access  to  training  lands.  For  example,  the 
Marine  Corps  trains  as  it  fights.  Access  to  a  variety  of  landscapes  in  order  to  real- 
istically train  is  critical  to  the  Marine  Corps  as  it  directly  relates  to  combat  readi- 
ness. The  Marine  Corps  spends  about  $35,000  a  year  at  Quantico,  VA  to  monitor 
the  water  quality  of  Cannon  Creek  and  monitor  the  population  of  the  endangered 
dwarf  wedge  mussel.  If  water  quality  degrades  due  to  an  increase  of  silt  or  chemi- 
cals in  the  water  column,  then  the  population  of  this  endangered  species  would  de- 
cline. The  Marine  Corps  trains  upstream  of  this  endangered  species  population  with 
tracked-vehicles.  Sediment  control  and  land  stabilization  measures  are  employed  in 
an  attempt  to  reduce  soil  erosion  to  a  level  that  would  naturally  occur.  If  soil  erosion 
is  not  curtailed,  then  the  area  will  lose  the  characteristics  which  make  it  desirable 
for  tracked-vehicle  training.  Monitoring  the  creek  indicates  that  water  quality  has 
not  declined.  Population  monitoring  of  the  mussel  indicates  it  is  thriving.  These  in- 
dicators tell  the  Marine  Corps  that  its  land  management  practices  are  keeping  soil 
erosion  levels  at  an  acceptable  rate.  Therefore,  a  high  tempo  of  tracked-venicle 
training  can  continue. 

Non-compliance  can  also  negatively  impact  the  health  and  safety  of  the  men  and 
women  living  and  working  on  our  installations,  causing  lost  work  hours.  In  addition, 
the  perception  that  individual  health  and  safety  are  not  being  adequately  addressed 
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can  also  result  in  lower  rates  of  personnel  retention.  High  personnel  turnover  and 
lost  work  hours,  regardless  of  the  reason,  directly  impact  readiness. 

Finally,  non-compliance  can  also  have  financial  consequence  that  teike  resources 
away  from  readiness.  In  these  times  of  declining  budgets,  every  dollar  needs  to  be 
carefully  applied.  The  military  can  ill  afford  unnecessary  expenditures  for  environ- 
mental fines  and  penalties,  responding  to  lawsuits  resulting  from  questionable  envi- 
ronmental practices,  or  cleaning  up  contamination  that  can  be  avoided.  Every  dollar 
used  for  these  purposes  comes  at  the  expense  of  military  readiness. 

Many  DOD  installations  depend  on  ground  water  supplies  for  their  drinking 
water.  Contamination  of  this  water  source  could  have  significant  impacts  on  our  re- 
sources and  our  ability  to  operate.  For  example.  Marine  Corps  Base  Camp  Pendle- 
ton depends  upon  the  groundwater  as  its  drinking  water  source  and  has  over  600 
underground  storage  tanks  on  a  base.  The  base  is  in  the  midst  of  a  major  effort  to 
remove  and  close  these  tanks  in  accordance  with  Federal,  State,  and  local  regula- 
tions, as  required  by  RCRA.  Some  of  these  tanks  have  been  found  to  be  leaking. 
Delays  in  the  removal  of  these  tanks  could  significantly  impact  the  quality  of  the 
groundwater  and  require  the  base  to  upgrade  water  treatment  facilities  or  look  for 
other  sources  of  water,  much  more  costly  and  technically  complex  alternatives  than 
tank  closure.  Funding  spent  on  remediation  projects  or  the  purchase  of  water  in  this 
scenario  would  come  directly  at  the  expense  of  military  reaainess. 

NON-COMPLIANCE  DUE  TO  LACK  OF  FUNDING 

Senator  McCain.  Can  an  installation  commander  reasonably  delay  environmental 
compliance  based  on  an  assertion  of  inadequate  funding?  If  not,  why?  What  are  the 
long  term  implications? 

Ms.  Goodman.  We  know  of  no  provisions  of  law  that  would  prevent  regulators, 
particularly  state  regulators,  from  assessing  fines  for  violations,  based  on  the  inabil- 
ity of  a  commander  to  secure  the  appropriate  funding.  In  some  cases,  the  installa- 
tion can  negotiate  agreements  with  tne  regulators  to  delay  requirements.  However, 
this  is  just  a  delay.  The  bills  will  still  come  due. 

The  ability  to  successfully  negotiate  agreements  to  delay  requirements  is  largely 
attributable  to  the  good  faith  DOD  has  developed  with  some  regulators  because  our 
commitment  to  environmental  security.  This  has  been  accomplished  through  tan- 
gible evidence  of  DOD's  commitment  in  the  form  of  the  investment  in  the  environ- 
mental security  budget.  A  blanket  reliance  on  the  inability  to  secure  funding  would 
create  an  atmosphere  of  distrust  between  commanders  and  regulators.  It  is  likely 
that,  in  the  absence  of  adequate  funding,  the  relative  level  of  good  faith  that  DOD 
has  developed  with  the  regulating  community  will  diminish,  risking  a  substantial 
increase  in  both  the  frequency  and  amount  of  fines  and  penalties  assessed. 

Non-compliance  coupled  with  a  lack  of  demonstration  of  any  commitment  to  fix 
problems  would  also  likely  increase  the  possibility  that  DOD  personnel  would  be 
subject  to  criminal  liability.  Commanders  in  the  field  could  be  forced  to  use  portions 
of  O&M  funding  to  avoid  civil  penalties  and  even  personal  criminal  liability.  This 
diversion  of  funds  would  adversely  affect  military  readiness. 

CONSERVATION  AND  POLLUTION  PREVENTION  PROGRAMS 

Senator  McCain.  On  March  24  DOD  testified  that  pollution  prevention  reduces 
future  compliance  costs.  It  was  also  stated  that  conservation  ensures  land  and  water 
access  for  military  operations  and  training. 

(a)  How  are  the  conservation  and  pollution  prevention  programs  related  to  compli- 
ance? Provide  concrete  examples. 

(b)  To  what  extent  does  compliance  drive  pollution  prevention  and  conservation? 
Provide  examples. 

(c)  Describe  the  problem  that  Fort  Bragg  is  having  with  management  of  its  endan- 
gered species. 

(d)  Does  Fort  Bragg  have  an  adequate  budget  for  the  management  of  its  endan- 
gered species?  If  not,  explain. 

Ms.  Goodman,  (a)  As  I  stated  previously,  DOD  installations  must  comply  with  ex- 
isting laws  specifically  related  to  pollution  prevention,  and  natural  and  cultural  re- 
sources conservation.  The  laws  governing  conservation  include  the  Endangered  Spe- 
cies Act  (ESA),  which  is  a  law  of  major  significance  affecting  military  department 
facilities  and  operations.  Section  7  of  the  Act  directs  Federal  agencies  to  utilize  their 
authorities  to  conserve  listed  species.  Toward  that  end,  programs  to  protect,  man- 
age, and  where  possible,  enhance  recovery  of  listed  species  and  their  habitats  are 
budgeted  for  and  supported  by  all  Departments. 

Another  law,  the  Clean  Water  Act,  Section  404,  is  concerned  with  wetlands  con- 
servation and  it  prohibits  discharge  of  dredged  or  fill  material  into  "waters"  of  the 
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United  States  without  a  permit  from  the  U.S.  Army  Corps  of  En^neers.  The  Corps 
issues  permits  and  takes  enforcement  actions  pertaining  to  activities  in  designated 
wetlands  areas,  and  DOD  installations  must  comply  with  the  same  requirements  as 
other  permit  applicants  do. 

The  National  Historic  Preservation  Act  of  1966,  as  amended  in  1992,  is  the  basic 
Federal  law  that  governs  preservation  of  historic  and  archaeological  resources  of  na- 
tional, regional,  State,  ana  local  significance.  The  1992  amendments  codified  Federal 
agency  responsibility  for  historic  properties,  which  the  military  departments  have 
implemented  through  their  programs  to  identify,  evaluate,  and  protect  these  re- 
sources on  their  installations. 

And,  the  National  Environmental  Policy  Act  (NEPA)  of  1969  governs  all  DOD  ac- 
tivities that  may  have  an  alTect  on  the  environment,  including  conservation  and  pol- 
lution prevention.  It  stipulates  all  major  Federal  projects  will  be  evaluated  for  their 
impact  on  the  environment.  The  NEPA  is  a  major  environmental  law  that  requires 
information  to  be  provided  to  decisionmakers  before  actions  are  taken.  This  require- 
ment facilitates  important  up-front  planning  and  good  communications,  by  which 
DOD  can  integrate  its  troop  readiness  mission  with  natural  resources  stewardship 
goals  and  avoid  internal  conflicts  and  ineffective  efforts. 

Compliance  is,  of  course,  a  principal  reason  to  pursue  pollution  prevention.  Com- 
.  pliance  can,  however,  be  achieved  in  a  variety  of  ways.  One  can  comply  by  ceasing 
a  damaging  operation,  by  modifying  a  harmful  process  or  by  simply  doing  less  of 
some  controlled  function.  Pollution  prevention  seeks,  over  the  long  run,  to  modify 
our  design  of  systems  to  eliminate  pollution  problems  in  the  design  stage.  Ideally, 
the  approach  covers  the  entire  life  cycle  of  a  system  from  design  and  test  and  pro- 
duction through  operation,  maintenance  and  disposal  of  components  at  the  ena  of 
system  life.  Over  the  nearer  term,  pollution  prevention  seeks  the  more  cost  effective 
approach  to  remedying  specific  problems.  An  example  of  this  approach  is  our  phar- 
macy program  for  toxic  substances  where  materials  are  issued  and  accounted  for  in 
just  the  amounts  needed  for  a  particular  application.  That  is,  instead  of  issuing  a 
55-gallon  drum  of  paint  removing  solvent,  we  might  issue  only  a  quart  for  a  small 
application.  Any  amount  left  over  would  be  returned  to  the  central  control  point  for 
subsequent  reissue.  This  lowers  compliance  costs  by  reducing  the  generation  and 
disposal  of  toxic  controlled  substances,  as  well  as  initial  procurement  costs.  An 
adoed  benefit  is  that  we  also  save  money  on  the  controlled  suTbstance  by  reusing  any 
amounts  left  over.  Still  another  example  is  our  ozone  depleting  substances  (ODS) 

f»rogram.  Our  program  promotes  phaseout  of  ODSs  with  a  strong  R&D  program  to 
ina  acceptable  substitutes  while  maintaining  operations.  We  are  meeting  readiness 
needs  by  storing  ODSs  for  future  use  in  weapons  systems  for  which  no  substitute 
for  the  ODSs  has  been  identified.  Both  of  these  initiatives  help  us  to  comply  with 
legal  requirements  while  preventing  pollution.  The  longer  term  pollution  prevention 
"solution"  to  these  problems  is  to  find  an  environmentally  benign  replacement  for 
solvents  that  contain  toxic  chemicals  and  environmentally  acceptable  replacements 
for  the  ODSs. 

(b)  DOD  must  comply  with  environmental  laws  and  regulations  that  stipulate  cer- 
tain actions  are  to  be  taken  to  protect  resources,  or  that  promote  the  incorporation 
of  pollution  prevention  actions.  However,  many  of  these  actions  should  be  taken,  ir- 
respective 01  any  specific  statutory  requirement,  in  order  to  reduce  current  operating 
costs  and  potential  future  liabilities  or  to  provide  a  more  realistic  and  safe  training 
environment. 

Environmental  laws  indicate  how  hazardous  materials  will  be  stored,  used,  and 
disposed.  These  precautions  are  necessary  to  protect  human  health  and  the  environ- 
ment, but  they  increase  the  cost  of  doing  business.  Changing  materials  or  processes 
through  the  pollution  prevention  program  makes  good  business  sense  and  often  im- 
proves performance.  For  example,  the  change  from  solvent  cleaners  to  high  pressure 
washers  for  engine  parts  has  eliminated  an  expensive  hazardous  stream  flow,  re- 
sults in  a  final  product  with  fewer  rejects,  improves  turnaround  time,  and  reduces 
worker  exposure  to  hazardous  chemicals. 

It  is  certainly  in  our  best  interest  to  do  more  than  what  is  minimally  required 
by  existing  statutes  governing  the  management  of  natural  and  cultural  resources. 
For  example,  studying  the  migratory  patterns  of  birds,  or  their  hunting  and  nesting 
areas,  permits  the  diversion  of  low  flying  aircraft  to  avoid  highly  destructive 
birdstrixes.  Proper  management  of  training  areas  reduces  soil  erosion,  allows  recov- 
ery of  vegetation,  and,  in  general,  provides  a  more  realistic  training  environment. 
Understanding  where  resources  are,  and  where  they  are  not,  permits  more  eflective 
use  of  training  areas  and  avoids  sudden  interruption  of  training  if  a  resource  is  acci- 
dentally disturbed.  Eflbrts  to  recover  species  have  effectively  avoided  designating 
portions  of  ranges  as  critical  habitat,  with  the  associated  reduction  in  the  ability  oT 
the  military  to  use  them. 
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(c)  During  the  period  from  October  1991  through  August  1992,  Fort  Bragg  units 
reported  an  endangered  species,  the  red-cockaded  woodjjecker  (RCW),  was  auecting 
their  training  negatively.  This  effect  was  attributed  to  the  temporary  closure  of  key 
training  facilities  such  as  multi-purpose  and  aerial  gunnery  ranges.  As  a  result, 
these  units  had  to  travel  to  other  installations  to  conduct  their  normal  training  at 
an  increased  cost. 

In  response  to  the  UJS.  Fish  tmd  Wildlife  Service  "jeopardy"  biological  opinion  in 
1990,  Fort  Bragg  now  limits  training  activities  in  RCW  cluster  sites  to  transient  foot 
traffic,  restricts  all  vehicular  traffic  to  pre-existing  trails  and  roads,  and  prohibits 
troops  from  constructing  obstacles,  cutting  pine  trees,  employing  smoke,  or  digging 
in  cluster  sites  or  endangered  species  habitat. 

These  restrictions  inhibit  realistic  training,  to  some  degree.  Combat  leaders  have 
to  avoid  these  locations;  soldiers  begin  to  adopt  training  tactics  inconsistent  with 
Army  doctrine;  units  are  diverted  to  existing  trails  and  roads;  and  engineer  units 
earth  moving  training  is  constrained. 

Fort  Bragg  is  working  with  the  USFWS  to  relax  restrictions  on  its  training  activi- 
ties since  many  of  them  are  not  at  all  harmful  to  the  RCW.  In  conjunction  with  the 
USFWS,  they  have  set  a  reasonable  RCW  population  goal,  and  have  developed  a 
management  plan  to  attain  and  sustain  that  population.  Fort  Bragg  has  devoted 
considerable  resources  to  RCW  conservation  since  1989  and  employs  15  civilians  full 
time  to  manage  the  endangered  species  program.  Fort  Bragg  is  also  leading  an  ef- 
fort to  involve  state  and  private  landowners  in  cooperative  management  efforts,  and 
continuous  coordination  with  the  USFWS  is  the  rule. 

In  this  regard,  the  Marine  Corps  has  successfully  accommodated  both  endangered 
species  and  troop  training  requirements,  without  adverse  impacts  at  Marine  Corps 
Base  Camp  Lejeune.  Camp  Lejeune  was  the  first  DOD  installation  to  consult  with 
the  USFWS  in  accordance  with  the  Endangered  Species  Act,  and  this  resulted  in 
implementation  of  a  number  of  measures  to  protect  the  RCW.  Lejeune  marked  off 
woodpecker  habitat,  developed  a  list  of  authorized  and  prohibited  activities  within 
these  areas,  and  lengthened  timber  rotations  for  pines  to  increase  the  number  of 
trees  suitable  for  nesting  cavity  formation.  It  engaged  North  Carolina  State  Univer- 
sity to  study  base  RCW  populations  and  gather  data  on  home  range  and  habitat 
use,  and  on  the  factors  having  potential  adverse  impacts.  Results  of  these  efforts 
have  been  used  to  support  the  environmental  documentation  required  for  range  en- 
hancements, construction,  and  training  activities. 

Camp  Lejeune  also  formed  a  working  group  of  representatives  from  its  counsel, 
training  and  operations,  and  environmental  management  departments.  They  have 
prepared  a  long-range  plan  to  integrate  RCW  recovery  goals  with  training  objectives 
to  reduce  training  restrictions  on  lands  supporting  the  species.  As  a  result,  the 
USFWS  agreed  to  reduce  the  acreage  marked  for  species  habitat  protection  by  about 
half.  The  USFWS  also  agreed  to  favorably  consider  lifting  otner  restrictions  on 
training  once  the  plan  was  fully  implemented.  Important  elements  of  this  plan  in- 
clude reestablishing  long  leaf  pine  stands  in  areas  that  historically  supported  this 
timber  type,  and  working  with  other  Federal  and  State  land  managers  to  develop 
a  regional  population  recovery  plan.  Camp  Lejeune's  experience  clearly  dem- 
onstrates how  the  military  mission  and  threatened  and  endangered  species  issues 
can  both  be  successfully  accommodated. 

(d)  The  Army  has  provided  sufficient  budgetary  resources  to  Fort  Bragg  for  instal- 
lation natural  resource  specialists  to  manage  endangered  species  very  eiiectively  for 
many  years.  With  these  resources.  Fort  Bragg  has  conducted  surveys,  inventories, 
research,  and  lai]ge-scale  habitat  manipulation  to  accomplish  soecific  reasonable  and 
prudent  alternatives  required  in  the  "jeopardy  opinions"  issued  by  the  United  States 
Fish  and  Wildlife  Service  (USFWS).  Their  efforts  are  producing  very  satisfactory  re- 
sults. Since  1989,  endangered  species  habitat  has  been  greatly  improved,  surveys 
and  inventories  have  accumulated  valuable  planning  information,  and  research  has 
enabled  them  to  prioritize  requirements.  Ultimately,  Fort  Bragg  expects  to  integrate 
the  results  into  a  holistic  management  framework  focusing  on  the  endangered  spe- 
cies ecosystem. 

LEGACY  OVERSEAS 

Senator  McCain.  The  Senate  Armed  Services  Committee  staff  asked  DOD  to  pro- 
vide information  regarding  the  use  of  Legacy  funds  outside  the  United  States.  Par- 
ticular interest  was  expressed  in  relation  to  Legacy  money  that  was  directed  to  a 
natural  resources  program  in  Russia.  While  DUSD(ES)  acknowledged  that  fiscal 
year  1994  Legacy  funds  were  provided  in  support  of  a  Russian  program,  the 
DUSD(ES)  response  failed  to  describe  the  nature  and  extent  of  support.  Instead, 
DUSD(ES)  indicated  that  the  fiscal  year  1994  Legacy  Program  budget  of  $50  million 
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was  used  to  fund  nine  projects  outside  the  United  States  in  the  amount  $2.2.  mil- 
lion. It  was  also  stated  that*a  majority  of  the  $2.2  million  was  allocated  to  projects 
at  U.S.  bases  in  Germany  and  Panama. 

(a)  How  exactly  was  the  $2.2  million  used? 

(b)  What  installations  in  Germany  and  Panama  received  the  money? 

(c)  How  much  money  per  installation? 

(d)  How  much  money  went  to  the  natural  resources  management  program  in  Rus- 
sia? Describe  the  program. 

(e)  How  did  DOD  get  involved  in  funding  a  Russian  program? 

(0  Since  the  inception  of  the  Legacy  Program,  how  many  foreign  countries  have 
either  directly  or  indirectly  benefited  from  Legacy  funds? 

(g)  What  countries?  How  were  the  funds  used.  Be  specific. 

Ms.  Goodman,  (a)  Before  responding  to  your  specific  questions  on  the  Legacy  Re- 
source Management  Program,  I  believe  some  general  background  would  be  useful. 
The  Legacy  Resource  Management  Program  was  created  by  the  Defense  Appropria- 
tions Act,  1991,  in  November  1990.  Legacy  has  always  been  guided  by  the  nine  (see 
attached)  original  legislative  purposes  detailed  in  the  19£fe  enabling  legislation. 
These  nine  guiding  principles  (see  attached)  have  become  the  hallmark  of  DOD's 
proactive  conservation  strategy  that  has  enabled  DOD  to  be  a  recognized  leader  in 
the  conservation  of  lands  it  owns  or  manages,  especially  in  the  areas  of  inventories, 
monitoring  efforts  and  management  plans. 

Since  its  inception.  Legacy  nas  focused  on  completing  installation  natural  and  cul- 
tural resources  inventories  and  developing  long-term  management  plans  that  sup- 
port DOD's  overall  conservation  strategy  to  monitor,  maintain,  and  restore  its  land, 
air,  and  water  resources  for  the  long-term  military  mission.  Legacy  has  supported 
DOD's  strategic  environmental  mission  by  addressmg  conservation  issues  both  here 
and  abroad,  with  the  vast  majority  of  funding  supporting  environmental  steward- 
ship efforts  on  installations  in  the  continental  United  States.  Funding  for  U.S.  pos- 
sessions and  territories  have  focused  on  projects  in  Guam,  Puerto  Rico,  Johnson 
Atoll,  Kwajalein  Atoll,  Northern  Marianas  Island,  and  the  Marshall  Islands.  Fund- 
ing for  projects  on  DOD  installations  located  on  foreign  soil  have  been  limited  to 
four  countries:  (Jermany,  Panama,  Italy,  and  Greenland. 

Concerning  your  specific  Question  on  how  the  $2.2  million  was  used  in  fiscal  year 
1994,  $1,409  million  was  allocated  for  seven  projects  on  U.S.  military  installations 
in  the  Republic  of  Panama  as  follows:  $251,000  for  four  cultural  resources  inven- 
tories and  histories,  $884,000  for  natural  resources  inventories,  $90,000  for  develop- 
ment of  a  marine  science  education  program  for  DOD  dependent  schools,  and 
$184,000  for  monitoring  migratory  and  resident  land  bird  papulations;  $725,000  was 
allocated  for  four  threatened  and  endangered  species  survey  on  a  U.S.  military  in- 
stallation in  (Jermany,  and  $125,000  for  a  T&E  species  survey  in  Italy.  In  general, 
these  projects  support  the  military  mission  through  documentation  of  baseline  infor- 
mation that  is  currently  lacking  on  these  facilities.  It  is  of  the  utmost  importance 
for  DOD  to  continue  to  be  a  responsible  steward  of  lands  we  manage  in  host  coun- 
tries to  ensure  continuance  of  our  vital  training  activities  on  lands  that  offer  realis- 
tic settings  in  strategic  areas.  If  lands  become  overused  and  degraded  or  mission 
activities  create  unstable  conditions  that  lead  to  training  restrictions,  DOD  readi- 
ness is  jeopardized.  Practicing  sound  natural  and  cultural  stewardship  abroad  in- 
creases opportunities  for  DOD  mission  activities  in  these  countries  while  ensuring 
quality  of^Iife  for  base  personnel  and  their  families. 

(b)  U.S.  installations  in  Germany  that  were  allocated  Legacy  funds  are  417th  BSB 
Wuerzburg,  Hohenfels  Training  Areas,  Schweinfurt  and  Grafenwoehr  Training 
Areas,  and  Rhine  Ordnance  Barracks.  AH  DOD  installations  in  Germany  received 
funds  for  threatened  and  endangered  species  surveys. 

All  DOD  installations  in  Panama  were  included  in  the  comprehensive  natural  re- 
sources survey.  In  addition,  all  Army  installations  were  included  in  the  historic 
buildings  survey  and  archival  recordings  and  histories  projects. 

(c)  For  fiscal  year  1994,  $1,409  million  was  allocated  for  seven  projects.  Eighteen 
DOD  facilities  in  Panama  benefited  from  the  fiscal  year  1994  Legacy  allocation  of 
$884,000  to  survey  natural  resources  on  DOD  lands  in  the  Republic  of  Panama. 
They  are:  Forts  Sherman  (including  the  Pina  Range),  Davis,  Gulick,  Clayton,  Kobbe, 
Amador,  Army  Ammunition  Plant,  Corozal,  Semaphor  Hill,  Arrajan  Tank  Farm, 
Farfan  Radio  Station,  Rodman  Naval  Station,  Summit  Radio  Station,  Galeta  Naval 
Station,  Albrook  Air  Force  Base,  Balboa  West  Range,  and  Howard  Force  Base.  All 
Army  installations  in  Panama  are  beneficiaries  of  the  $251,000  that  Army  Legacy 
has  contributed  to  cultural  resources  inventories  and  histories.  The  $90,000  for  de- 
velopment of  a  marine  science  education  program  for  DOD  dependent  schools  and 
the  $184,000  Regional  Biodiversity  and  Conservation  of  Neotropical  Birds  project 
both  benefit  all  the  military  services  in  the  Republic  of  Panama. 
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Four  facilities  in  Germany  received  Legacy  project  funds:  Rhine  Ordnance  Bar- 
racks received  $200,000;  Schweinfurt  and  Grafenwoehr  Training  Areas  received 
$200,000;  Hohensfels  Training  Area  received  $300,000;  and  the  417th  BSB 
Wuerzburg  received  $25,000  for  surveys  at  various  training  sites. 

The  Legacy  funded  effort  in  Italy  supported  a  threatened  and  endangered  species 
survey  at  Leghorn  Ammunition  Storage  Area  at  a  cost  of  $125,000. 

(d)  No  Legacy  funding  was  committed  for  a  program  in  Russia.  Legacy  did,  how- 
ever, support  a  project  to  bring  to  the 'United  States  a  select  group  of  Former  Soviet 
Union  (FSU)  protected  areas  specialists  for  integrated  training  with  DOD  military 
and  civilian  natural  resources  personnel.  After  a  week-long  workshop  on  a  wide- 
range  of  natural  resources  management  and  enforcement  issues,  and  an  introduc- 
tion to  other  land  management  agencies  in  the  United  States,  the  individuals  were 
sent  to  preselected  military  sites  that  had  adjacent  borders  with  another  federal 
land  management  agency.  This  gave  both  DOD  military  and  civilian,  and  FSU  pro- 
fessionals, an  opportunity  to  discuss  different  land  management  strategies  and  to 
share  information  on  proolem  solving  and  future  options  for  protecting  and  stabiliz- 
ing natural  resources.  Legacy  support  for  this  effort  was  $233,000. 

(e)  As  stated  above,  DOD  did  not  fund  a  Russian  program.  Rather,  we  supported 
a  one-time  integrated  training  opportunity  that  benefited  the  U.S.  military  as  well 
as  offering  FSU  protected  areas  specialists  a  unique  chance  to  experience  natural 
resources  management  in  the  United  States,  particularly  on  military  bases.  Benefits 
from  this  type  of  project  extend  beyond  the  actual  experience  and  include  mitigating 
or  avoiding  the  impacts  of  adverse  environmental  actions  leading  to  international 
instability  and  working  on  a  preventive  basis  to  forestall  transnational  environ- 
mental issues  that  could  lead  to  future  Somalia-like  engagements. 

(0  DOD  installations  in  five  foreign  countries  have  received  Legacy  funds.  Projects 
in  Germany  and  Italy  supported  natural  resources  stewardship  projects  aimed  at 
identifying  threatened  or  endangered  species  on  installation  lanas  under  DOD  man- 
agement. Projects  in  Panama  Canal  Zone,  and  completing  base  natural  resources 
surveys  to  record  the  natural  history  evident  on  these  same  facilities.  The  Legacy 
projects  in  Greenland  and  Canada  supported  cultural  resource  surveys  at  Thule  Air 
Force  Base  and  the  BAR-1  Distant  Early  Warning  (DEW)  Station  in  Yukon,  Can- 
ada. 

(g)  As  stated  above,  DOD  installations  in  four  foreign  countries  have  received  Leg- 
acy funds.  Projects  in  Germany  include  four  threatened  and  endangered  species  sur- 
veys at  Rhine  Ordnance  Barracks,  Schweinfurt  and  Grafenwoehr  Training  Areas, 
Hohenfels  Training  Area  and  training  facilities  under  the  417th  BSB  Wuerzburg. 
The  Legacy  funded  effort  in  Italy  supported  a  threatened  and  endangered  species 
survey  at  Leghorn  Ammunition  Storage  Area.  These  surveys  support  DOD  natural 
resources  conservation  strategy  to  identify  threatened  and  endangered  species  on  in- 
stallations to  better  plan  for  and  avoid  potential  adverse  impacts. 

Eighteen  DOD  facilities  in  Panama  were  included  in  the  natural  resources  survey. 
They  are:  Forts  Sherman  (including  the  Pina  Range),  Davis,  Gulick,  Clayton,  Kobbe, 
Amador,  Army  Ammunition  Plant,  Corozal,  Semaphor  Hill,  Arrajan  Tank  Farm, 
Farfan  Radio  Station,  Rodman  Naval  Station,  Summit  Radio  Station,  Galeta  Naval 
Station,  Albrook  Air  Force  Base,  Balboa  West  Range,  and  Howard  Air  Force  Base. 
The  military  installations  in  Panama  harbor  more  species  than  any  lands  of  com- 
parable size  managed  by  DOD  anywhere  in  the  world  and  this  survey  will  assist 
with  current  and  future  strategic  land  management  strategies  including  base  train- 
ing activities. 

The  project  at  the  BAR-1  DEW  Station  in  Irvavik  National  Park,  Yukon,  Canada, 
was  a  detailed  cultural  resources  survey  in  partnership  with  Parks  Canada  on 
methods  to  preserve  and  record  the  removal  of  these  manned  remote  sites.  The  new 
Cultural  Resource  Management  Policy  of  Parks  Canada,  combined  with  Legacy  Leg- 
islative Purpose  No.  9,  promoted  and  guided  this  project.  Thule  Air  Force  Base  in 
Greenland  consisted  of  a  cultural  resources  survey  to  sample  areas  of  known  historic 
and  prehistoric  occupation.  Native  Inuits  were  relocated  from  the  Defense  area  in 
1951  prior  to  the  base  construction.  A  goal  of  the  survey  was  to  locate  known  occu- 
pation sites  that  existed  in  areas  slated  for  new  construction  in  order  to  initiate  pre- 
construction  planning  to  address  potential  adverse  impacts. 

TECHNOLOGY  NEEDS  DEVELOPMENT 

Senator  McCain.  How  are  needs  developed? 

(a)  Who  is  responsible  for  the  development  of  needs? 

(b)  How  involved  are  the  users  at  this  point? 

(c)  Describe  the  process  in  which  these  needs  are  translated  into  technical  require- 
ments for  environmental  technologies? 
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Ms.  Goodman.  The  needs  are  developed  in  a  comprehensive  fashion  involving  the 
DOD  organizations  faced  with  meeting  our  environmental  challenges. 

(a)  The  military  services  provide  my  office,  specifically  the  Assistant  Deputy 
Under  Secretary  of  Defense  (Environmental  Technolo©')  with  their  needs  or  require- 
ments for  environmental  technologies  in  the  areas  oT  remediation  or  cleanup,  con- 
servation of  resources,  compliance  with  statutes  and  laws,  and  the  further  preven- 
tion of  pollution.  The  DOD  Environmental  Technology  Requirements  Strategy 
(ETRS)  is  developed  based  upon  this  input  and  serves  as  the  basis  for  planning  to 
identify  and  prioritize  technology  needs  of  the  Department.  The  ETRS  is  then 
passed  to  the  Director,  Defense  Research  and  Engineering  (DDR&E)  in  order  that 
the  scientific  and  technology  communities  of  the  Department  and  services  can  ad- 
dress these  requirements.  In  addition,  this  also  serves  as  guidance  for  the  selection 
of  demonstration  and  validation  efforts. 

b)  The  users  are  critical  in  the  development  of  the  requirements.  They  are  in- 
volved in  individual  requirements  as  they  go  forward  to  the  R&D  community  and 
will  follow  the  progress  at  each  step  of  the  development  through  full  scale  imple- 
mentation. 

(c)  The  requirements  are  formally  presented  by  DUSD(ES)  in  a  document  called 
the  Environmental  Technology  Requirements  Strategy.  The  latest  issue  was  pub- 
lished this  March.  The  ETRS  is  created  by  taking  the  needs  statements  generated 
by  the  users  through  a  combination  of  data  calls,  interviews  and  personal  experience 
and  rolling  them  into  a  data  base.  Once  the  data  base  is  formulated,  then  represent- 
atives of  the  services  order  the  needs  into  a  prioritized  set  of  technology  require- 
ments and  forward  to  my  office  and  used  as  described  above. 

DECISIONMAKING  PROCESS 

Senator  McCain.  Describe  the  process  in  which  decisions  are  made  as  to  which 
technologies  are  funded. 

(a)  Are  criteria  used?  If  so,  what  are  they? 

(b)  How  are  priorities  established? 

(c)  Are  Restoration  Advisory  Boards  (RAB)  involved? 

Ms.  Goodman.  The  specific  process  by  which  decisions  are  made  concerning  which 
technologies  are  funded  varies  by  service  and  by  program.  For  the  service  programs, 
decisions  are  made  by  various  internal  organizations  depending  upon  what  stage  of 
research  and  development  is  being  funded.  For  example,  basic  research  efforts  are 
under  the  cognizance  of  the  service  research  ofiices  (Army  Research  Office,  Office 
of  Naval  Research,  Air  Force  Office  of  Scientific  Research)  while  demonstration  and 
validation  is  normally  managed  by  the  Service  Systems  Commands.  Within  the 
Strategic  Environmental  Research  and  Development  Program  (SERDP),  projects  go 
through  a  multiple  screening  process.  The  process  includes  review  and  approval  by 
the  services,  followed  by  the  Technical  Thrust  Area  Working  Groups  (TTAWG),  fol- 
lowed by  the  SERDP  Scientific  Advisory  Board  (SAB),  the  SERDP  Executive  Work- 
ing Group,  and  finally  the  SERDP  Council.  The  TTAWG's,  one  for  each  thrust  area, 
are  composed  of  technical  experts  from  DOD,  DOE,  EPA,  DNA  and  the  services.  The 
SERDP  SAB,  which  is  a  mandated  board  established  by  the  SERDP  legislation,  is 
composed  of  eminent,  objective  scientists  who  are  recognized  leaders  in  their  respec- 
tive fields.  The  SERDP  SAB  reviews  and  approves  all  programs  in  excess  of 
$900,(X)0  and  all  new  starts.  Within  the  Environmental  Security  Technology  Certifi- 
cation Program  (ESTCP),  a  two  phase  peer  review  process  is  used.  Projects  are  re- 
viewed by  Doth  the  technical  and  end  user  communities.  Representatives  from  the 
services  and  Defense  agencies  as  well  as  external  technical  reviewers  are  involved. 
Regardless  of  which  office  is  responsible  for  progranmiatic  decisions,  selections  are 
made  by  qualified  technical  professionals. 

(a)  The  principal  criteria  used  for  selection  of  a  technology  for  research  and  devel- 
opment are  the  ability  to  address  a  DOD  high-priority  requirement,  and  scientific 
merit.  Environmental  requirements  are  developed  by  the  Deputy  Under  Secretary 
of  Defense  for  Environmental  Security.  Those  technologies  that  address  a  DOD  need 
compete  on  the  basis  of  effectiveness,  efficiency  and  payback.  A  technology  must 
show  the  promise  of  significant  improvements  over  existing  technologies  in  terms 
of  efficiency  and  cost. 

(b)  The  priorities  for  SERDP  are  those  that  meet  the  mission  needs  of  the  DOD 
in  cleanup,  compliance,  maintenance  of  facilities,  conservation  and  in  pollution  pre- 
vention during  the  acquisition  <Tcle  as  laid  out  in  the  DOD  Environmental  Tech- 
nology Requirements  Strategy.  Those  for  ESTCP  also  include  technical  maturity, 
mission  priority,  cost  effectiveness,  return  on  investment  as  well  as  meeting  the 
mission  needs  of  the  DOD. 
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(c)  Restoration  Advisory  Boards  are  only  involved  to  the  extent  that  they  work 
with  the  bases  where  remediation  technologies  will  be  demonstrated. 

ENVIRONMENTAL  REQUIREMENTS 

Senator  McCain.  How  is  tasking  of  the  developers  accomplished? 

Ms.  Goodman.  In  the  broadest  sense,  environmental  requirements  are  developed 
by  the  Deputy  Under  Secretary  of  Defense  for  Environmental  Security.  These 
prioritized  requirements  form  the  foundation  of  the  tasking  to  the  Research,  Devel- 
opment, Demonstration,  Test  and  Evaluation  community.  Based  on  the  prioritized 
requirements,  the  Director,  Defense  Research  and  Engineering  oversees  the  develop- 
ment of  the  Tri-Service  Environmental  Quality  Research  and  Development  Strategic 
Plan  (known  as  the  "Green  Book".)  This  document  provides  a  detailed  road  map  for 
technologies  from  basic  research  through  implementation.  Each  of  the  funding  agen- 
cies (DOD  Components,  SERDP,  ESTCP)  then  select  performers  through  competi- 
tive processes  designed  to  ensure  that  the  best  possible  performers  are  funded. 

TECHNOLOGY  IMPLEMENTATION  PROCESS 

Senator  McCain.  Describe  the  implementation  process  for  the  technologies  devel- 
oped under  this  program. 

(a)  How  many  technologies  have  been  implemented  thus  far? 

(b)  What  are  the  implementation  success  criteria? 

Ms.  Goodman.  Technologies  developed  under  SERDP,  ESTCP,  ARPA,  or  the  serv- 
ice programs  are  implemented  at  full  scale  at  the  user  level.  In  most  cases,  tech- 
nologies are  developed  in  the  Department's  Science  and  Technology  (S&T)  programs 
and  are  transferred  to  full  scale  implementation  through  field  demonstrations  and 
validations  (Dem'Val).  These  DenWal  activities  provide  realistic  tests  of  the  tech- 
nologies to  assess  their  cost  and  performance  for  the  user  community.  Technologies 
developed  outside  the  Department  (in  other  Federal  agencies  or  the  private  sector) 
that  are  not  commercially  available  can  also  be  transferred  through  the  DemA^al 
programs.  In  addition,  advanced  technology  that  involves  only  a  sub-system  can 
sometimes  be  transitioned  directly  from  the  S&T  programs  by  technology  insertion 
into  existing  programs. 

(a)  A  large  number  of  technologies  have  been  implemented  across  the  Department. 
Full  scale  examples  include  the  Air  Force  bioventing  activities  and  the  Army's 
biore mediation  of  explosives,  both  of  which  may  significantly  reduce  the  cost  for  our 
cleanups.  Under  ESTCP,  over  18  new  field  demonstrations  have  already  been  initi- 
ated during  this  first  year  of  the  program. 

(b)  The  implementation  success  criteria  for  all  programs  are  improvements  in 
terms  of  effectiveness,  efficiency,  and  cost  savings  with  the  overarching  goal  of  risk 
reduction.  In  addition,  for  ESTCP,  there  is  a  cost  validation  requirement  that  will 
measure  whether  the  new  technology  is  more  cost  effective  than  the  one  it  is  in- 
tended to  replace. 

COORDINATION  TO  AVOID  DUPLICATION 

Senator  McCain.  Describe  any  coordination  efforts  with  other  agencies,  Federal 
laboratories,  or  State  and  local  governments  to  avoid  duplication. 

Ms.  Goodman.  The  overall  coordination  of  DOD  environmental  programs  with 
those  of  other  Federal  agencies  is  through  the  Committee  on  Environment  and  Nat- 
ural Resources  Research  (CENR)  under  the  National  Science  and  Technology  Coun- 
cil (NSTC.)  DOD  is  actively  involved  in  the  CENR  and  each  of  its  subcommittees. 

There  are  two  DOD  programs  where  there  is  interface  among  DOD,  DOE  and 
EPA.  The  Strategic  Environmental  R&D  Program  (SERDP)  and  the  Environmental 
Security  Technology  Certification  Program  (LSTCP)  both  have  mechanisms  in  place 
to  formally  interface  with  the  other  agencies.  SERDP  is  a  joint  program  among  the 
three  agencies,  with  all  three  submitting  proposals,  providing  proposal  evaluators 
and  witn  representatives  on  the  Executive  Council  overseeing  the  program.  This 
assures  that  SERDP  will  be  able  to  select  among  the  best  of  the  performing  labs 
for  its  projects. 

The  ESTCP  program  operates  by  having  government  activities  propose  projects 
for  demonstration/validation  of  environmental  technologies.  The  program  started  in 
fiscal  year  1995  and  for  that  year,  we  limited  the  proposers  to  military  activities. 
However,  we  have  used  technologists  from  DOE  ana  EPA  labs  as  evaluators  to  as- 
sure that  we  were  funding  original  work.  In  addition,  we  are  asking  the  Environ- 
mental Management  Directorate  of  DOE  to  propose  technology  projects  for  ESTCP 
as  well  so  that  we  can  expand  the  base  for  project  evaluation  and  leverage  DOE 
investments. 
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The  Keystone  of  both  SERDP  and  ESTCP  is  the  composition  of  the  technical 
working  groups  that  review  the  proposals.  The  experts  in  each  of  the  working 
groups  review  proposals  from  all  organizations  with  tne  specific  charter  of  selecting 
proposals  that  best  meet  the  R&D  needs.  Concurrently,  a  secondary  objective  is  to 
eliminate  duplication  and  seek  opportunities  to  combine  proposals  to  form  stronger 
alliances.  Each  of  the  service/agency  representatives  are  not  only  subject  matter  ex- 
perts, but  are  also  knowledgeable  about  the  projects  funded  within  their  respective 
agencies.  Many  of  the  same  members  serve  on  the  working  groups  of  both  oi  these 
programs. 

In  addition  to  federal  cooperation,  my  office  is  a  participant  in  the  Develop  Inno- 
vative On-site  Technologies  (DOIT)  process  of  the  Western  Governors  Association 
along  with  the  Departments  of  Energy  and  Interior  and  the  EPA.  DOIT  enables 
State  and  to  a  limited  extent  local  governments  to  participate  in  cleanup  technology 
planning. 

TECHNOLOGIES  DEVELOPED 

Senator  McCain.  Identify  any  technologies  that  have  been  developed  under  this 
program  and  either  have  been,  are  currently  being,  or  will  be  commercialized? 

Ms.  Goodman.  The  underlying  goal  of  any  environmental  technology  developed  by 
the  Department  of  Defense  is  to  answer  a  requirement  from  the  Environmental 
Technology  Requirements  Strategy  (ETRS)  in  accordance  with  the  program  de- 
scribed in  in  the  Tri-service  EQ  K&D  Strategic  Plan  (green  book.)  With  this  as  the 
goal,  commercialization  of  a  technology  is  secondary  to  the  needs  of  DOD.  There 
nave  been  however,  a  number  of  technologies  developed  by  DOD  that  have  seen 
commercialization.  Some  examples  are:  improved  versions  of  the  Site  Characteriza- 
tion and  Analysis  Penetrometer  System  (SCAPS)  and  the  Rapid  Optical  Screening 
Tool,  which  both  provide  quick  on  site  cost  effective  methods  for  detecting  and  meas- 
uring sub-surface  contamination  at  cleanup  sites,  and  the  Base  Catalyst  Decomposi- 
tion Process,  which  is  a  low  temperature  alternative  to  incineration  for  destroying 
PCBs. 

In  fiscal  year  1995,  we  started  the  Environmental  Security  Technolo©^  Certifi- 
cation Program  (ESTCP.)  The  purpose  of  ESTCP  is  to  demonstrate  and  validate  en- 
vironmental technologies  for  full  scale  implementation.  Although  the  main  goal  of 
the  program  is  to  provide  technologies  for  DOD's  own  problems,  the  focus  of  ESTCP 
will  provide  information  on  cost  and  performance  that  will  facilitate  private  sector 
commercialization  of  the  technologies. 

COST  BENCHMARKING 

Senator  McCain.  If  the  goal  of  the  Environmental  Technology  Program  is  to  im- 
prove the  DOD  capability  to  cost  effectively  meet  its  environmental  obligations,  de- 
scribe any  cost  benchmarking  efforts  which  can  be  used  later  to  determine  the  suc- 
cess of  the  program. 

Ms.  Goodman.  Current  cost  is  an  important  benchmark  for  Defense.  Moreover, 
many  of  the  programs  now  contain  requirements  to  evaluate  Return  on  Investment 
(ROI)  and  life  cycle  costs.  For  the  projects  in  the  ESTCP  program,  which  are  all  val- 
idation and  demonstration  efforts,  cost  is  a  critical  part  of  the  validation  oortion. 
Each  project  must  establish  an  "as  is"  cost  basis  for  the  current  state  of  technology 
where  one  exists.  Then,  as  an  integral  part  of  the  demonstration  of  the  new  tech- 
nology, it  must  show  what  the  "will  be"  costs  are  if  the  new  technology  is  success- 
fully implemented. 

ROi  process 

Senator  McCain.  What  is  the  process  used  to  determine  the  return  on  investment 
(ROD  of  the  developed  technologies?  Are  there  any  minimum  ROI  limits  applied  in 
determining  if  a  tecnnology  is  funded? 

Ms.  Goodman.  For  ESTCP,  ROI's  can  be  developed  based  on  the  cost  analysis  de- 
scribed above  that  will  be  done  on  each  technology.  ROI  will  be  the  amount  saved 
per  site  times  the  number  of  likely  sites  divided  by  the  cost  of  the  demonstration 
and  implementation.  Where  no  technology  currently  exists  (there  is  no  current  cost 
for  existing  technology)  ROI  is  replaced  by  cost  to  implement.  ESTCP  projects  are 
required  to  have  a  minimum  ROI.  All  projects  must  pay  back  the  investment  within 
five  years  or  less  through  cost  savings  and  improved  efficiencies. 

ENVIRONMENTAL  TECHNOLOGY  PROGRAM  REVIEW 

Senator  McCain.  Describe  the  review  process  that  the  DUSIXES)  uses  for  the  En- 
vironmental Technology  Program. 
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(a)  How  oflen  are  they  conducted? 

(b)  Who  are  the  evaluators?  Are  non-DOD  personnel  involved  in  the  review? 

Ms.  Goodman.  The  responsibility  for  the  DOD  environmental  technology  program 
is  shared  by  the  DUSD(ES)  and  the  Director,  Defense  Research  and  Engineering 
(DDR&E).  The  DDR&E  has  responsibility  for  all  DOD  science  and  technology  (fund- 
ing categories  6.1,  6.2,  and  6.3)  programs,  including  the  environmental  technology 
program.  DUSD(ES)  has  responsibility  for  the  development  process  from  demonstra- 
tion/validation (budget  category  6.4)  through  implementation. 

(a)  and  (b)  The  science  and  technology  (S&T)  program  undergoes  a  variety  of  re- 
view processes.  Each  of  the  funding  organizations  (the  DOD  components,  ESTCP, 
SERDP)  hold  their  own  reviews.  These  reviews  vary  from  informal  reviews  within 
the  funding  office  to  formal  reviews  by  external  reviewers.  In  addition,  for  the 
SERDP  projects  in  excess  of  $900,000,  there  are  formal  reviews  by  nationally  recog- 
nized, objective  scientists.  Regardless  of  the  process,  all  programs  are  reviewed  by 
the  funding  agency  annualW. 

In  addition,  both  my  office  and  DDR&E  hold  annual  reviews  of  the  entire  pro- 
grams within  our  respective  areas  of  responsibility.  In  the  past,  these  reviews  were 
conducted  by  technical  experts.  Now,  the  reviews  are  being  conducted  by  panels  of 
technical  experts,  and  the  user  community.  For  environmental  technology,  the  re- 
view panels  are  composed  of  eminent  scientists  drawn  from  various  organizations 
such  as,  the  National  Science  Foundation,  DOE,  private  industry  and  the  OSD  staff. 

CLEANUP  COST  REDUCTION  THROUGH  TECHNOLOGY 

Senator  McCain.  In  March  24,  1995  testimony,  DOD  indicated  that  its  best  esti- 
mate of  the  cost  of  environmental  restoration  of  military  bases  was  in  the  neidibor- 
hood  of  $30  billion.  How  much  of  this  reflects  advancements  in  environmental  tech- 
nologies? If  it  does  not  reflect  technology  advancement,  how  much  reduction  can  be 
expected  from  the  development  of  new  environmental  technologies? 

Ms.  (jOODMAN.  The  $30  billion  number  does  not  include  the  benefit  of  technology 
improvements  yet  to  be  developed.  Savings  are  expected  due  to  use  of  advanced 
technology  that  we  plan  to  move  out  of  the  laboratory  and  into  the  field.  For  these 
technologies  to  be  implemented  they  must  be  properly  demonstrated  and  validated 
so  that  the  regulatory  community  will  approve  there  use.  It  is  difficult  to  estimate 
the  expected  savings  prior  to  the  demonstration  where  the  validated  cost  and  per- 
formance data  are  to  be  collected. 


[Questions  for  the  record  with  answers  supphed  follow:] 
Questions  Submitted  by  Senator  John  McCain  for  Witnesses  of  Panel  I 

dsmoa 

Senator  McCain.  DOD  has  requested  about  $21  million  to  fund  Defense  and  State 
Memoranda  of  Agreements  (DSMOAs).  DSMOAs  provide  for  DOD  reimbursement  to 
States  and  U.S.  territories  for  regulatory  oversignt  costs.  DOD  has  testified  that  it 
supports  these  reimbursements  because  they  enable  State  regulatory  performance 
and  help  to  avoid  legal  confrontations.  Why  should  we  continue  to  use  the  DOD 
budget  to  fund  State  regulatory  activities  that  are  driven  by  Federal  mandates  im- 
posed by  a  non-Defense  Federal  agency? 

Ms.  Goodman.  The  Federal  mandate  in  Question  is  primarily  the  Comprehensive 
Environmental  Response,  Compensation  ana  Liability  Act  (CERCLA),  42  U.S.C.  Sec- 
tion 9601  et  seq.  Sections  120  an  121  of  CERCLA  specifically  address  Federal  facili- 
ties. CFRCLA  Section  120  requires  States  to  be  afforded  the  opportunity  to  partici- 
pate in  planning  and  selecting  a  remedial  action  in  accordance  with  Section  121 
which,  in  turn,  provides  for  the  substantial  and  meaningful  involvement  by  each 
State  in  the  initiation,  development  and  selection  of  remedial  actions. 

The  Superfund  Amendments  and  Reauthorization  Act  of  1986  (SARA),  Section 
211  (title  10  U.S.C.  Section  2701  et  seq.),  amended  CERCLA  and  authorized  the  De- 
fense Environmental  Program  (DERP).  SARA  Section  2701(a)(2)  requires  DERP  to 
be  carried  out  subject  to,  consistent  with,  CERCLA  Section  120.  SARA  Section  2705 
requires  that  the  State  receive  prompt  notice  of  a  release  or  threat  of  release,  and 
that  the  State  have  adequate  opportunity  for  timely  review  and  comment  upon  a 
proposed  DOD  action  before  initiation  of  such  action.  The  DSMOA  is  authorized  by 
Section  2701(d),  which  allows  DOD  to  enter  into  agreements,  on  a  reimbursable  or 
other  basis,  with  States  to  help  carry  out  the  DOD  DERP  responsibilities.  In  provid- 
ing support  for  regulatory  oversight  costs,  the  DSMOA  fosters  the  State  involvement 
required  by  CERCLA  and  SARA  above,  and,  in  the  process,  establishes  a  basis  for 
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cooperation  between  DOD  and  the  States.  This  cooperation  has  both  improved  the 
DOU  relationship  with  the  States,  and  significantly  contributed  to  more  timely,  and 
less  costly  DOD  cleanups. 

The  following  reasons  provide  a  substantial  basis  for  continuing  to  fund  the 
DSMOA  Program  from  the  DOD  budget. 

a.  Coordination  (through  the  DSMOA)  between  DOD  and  the  States/territories 
has  resulted  in  the  determination  that  items  previously  thought  to  have  been  re- 
quired were,  in  actuality,  not  required.  Furthermore,  such  coordination  has  resulted 
in  cost  avoidances  to  the  taxpayer  by  use  of  more  efficient  cleanup  technology. 

b.  Resolution  of  disagreements  at  the  lowest  level  possible  is  another  reason  for 
continuing  to  reimburse  State  regulatory  activities.  The  dispute  resolution  provi- 
sions under  the  DSMOA  have  not  been  used  since  this  program  was  implemented. 
The  States  and  territories  agree  as  a  condition  of  the  DSMOA  that  they  will  go 
throiigh  a  dispute  resolution  process  before  initiating  enforcement  action. 

c.  The  DSMOA  Program  provides  DOD  with  an  efficient  method  of  working  with 
State  regulatory  organizations  through  a  single  point  of  contact. 

d.  Discontinuing  DSMOA  Program  funding  would  have  a  serious  impact  on  DOD 
restoration  plans.  Although  there  may  be  a  perception  that  States  would  use  alter- 
nate mechanisms  (such  as  fees  or  penalties  for  enforcement  actions)  to  maintain 
their  environmental  structures  and  recoup  the  lost  funding,  most  States,  in  fact, 
would  eliminate  their  Federal  facilities  group  and  add  the  workload  to  the  remain- 
ing environmental  structure.  States  have  estimated  that  this  would  lengthen  their 
ability  to  respond  by  3  to  10  times. 

e.  As  I  mentioned  previously,  SARA  Section  2705  requires  that  the  State  receive 
prompt  notice  of  a  release  or  threat  of  release,  and  that  the  State  have  adequate 
opportunity  for  timely  review  and  comment  upon  a  proposed  DOD  action  before  ini- 
tiation of  such  action.  If  DOD  proceeds  with  its  remediation  efforts  at  a  site  in  order 
to  maintain  its  set  time  schedule,  and  such  action  does  not  have  State  concurrence, 
DOD  may  potentially  incur  significant  liability.  The  DSMOA  works  to  ensure  the 
State's  timely  review  of  and  concurrence  with  remediation  action. 

FEDERAL  FACILITIES  COMPUANCE  ACT  OF  1992 

Senator  McCain.  Federal  Facility  Compliance  Act  of  1992  expressly  waived  sov- 
ereign immunity  for  civil  and  administrative  fines  and  penalties.  What  has  the  DOD 
done  to  reduce  the  costs  and  inequities  associated  with  protracted  negotiations  for 
assessed  violations  that  are  primarily  minor  administrative  deficiencies? 

Ms.  Goodman.  The  Department  of  Defense  is  first  committed  to  complying  with 
the  environmental  laws  and  regulations,  such  as  the  Resource  Conservation  and  Re- 
covery Act.  An  important  tool  to  ensure  compliance  is  the  self-assessment  program. 
It  is  Department  policy  to  conduct  self-assessments  with  internal  installation  staff 
at  each  installation  once  every  year  and  to  conduct  self-assessments  with  external 
staff,  such  as  from  a  major  command,  at  major  installations  every  three  years.  Self- 
assessments  are  a  means  to  identify  and  correct  potential  instances  of  non-compli- 
ance before  regulatory  inspections. 

Second,  the  Department  has  begun  discussions  with  the  Environmental  Protection 
Agency  (EPA)  on  two  points  to  streamline  negotiations  for  fines  assessed  by  Federal 
EPA.  The  first  is  to  agree  to  exchange  documentation  as  early  as  possible  in  the 
process,  preventing  protracted  discussions.  It  should  be  noted  that  most  EPA  re- 

gons  are  already  exchanging  documents  early  so  this  is  a  problem  in  only  a  few 
egions.  The  second  point  is  to  allow  fines  assessed  by  Federal  EPA  against  Federal 
agencies  to  be  completely  offset  with  Supplemental  Environmental  Projects  (SEPs). 
Fines  paid  to  States  or  local  agencies  are  used  to  pay  for  the  agencies'  environ- 
mental programs  while  fines  paid  to  the  Federal  Government  are  sent  to  the  U.S. 
Treasury.  Allowing  Federal  agencies  to  completely  offset  fines  with  SEPs,  will  en- 
sure that  the  funds  are  used  to  correct  environmental  problems. 

FINES  AND  PENALTIES 

Senator  McCain.  Once  BRAC  95  is  over  isn't  there  a  possibility  that  some  States 
will  no  longer  have  incentive  to  hold  back  on  fines  and  penalties?  Isn't  it  possible 
that  some  States  may  even  seek  to  maximize  fines  and  penalties  in  order  to  fiind 
their  own  programs? 

Ms.  Goodman.  While  it  is  difficult  to  comment  on  State  enforcement  strategies, 
which  are  privileged,  the  Department  has  found  that  the  States  have  been  increas- 
ing their  inspections  of  installations  over  the  past  few  years,  up  12  percent.  How- 
ever, the  regulators  are  finding  fewer  instances  of  non-compliance.  In  fact,  new  en- 
forcement actions  have  decreased  almost  44  percent. 
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Senator  McCain.  If  the  States  do  maximize  fines  and  penalties  won't  this  pose 
a  threat  to  the  DOD  budget  and  the  Federal  deficit? 

Ms.  Goodman.  Fines  and  penalties  are  based  on  a  number  of  factors,  including 
the  threat  to  the  public  and  the  environment,  the  frequency,  and  overall  compliance 
record.  As  long  as  the  Department  continues  to  comply  with  RCRA,  conduct  self- 
assessments,  and  correct  deficiencies  in  a  timely  manner  and  the  Department  con- 
tinues to  challenge  unreasonable  fines  and  penalties,  the  State  and  local  regulators 
will  have  limited  opportunity  to  threaten  the  DOD  budget.  Total  fines  paid  to  date 
by  DOD  are  only  $590,328. 

Senator  McCain.  If  the  notion  of  FFCA  fines  and  penalties  is  retained  might  it 
be  more  effective  to  allow  assessments  only  for  violations  that  actually  trigger  the 
need  for  corrective  cleanup  actions? 

Ms.  Goodman.  At  this  poiht,  there  is  no  indication  that  there  is  a  need  to  change 
the  current  structure  of  fines  and  penalties  under  FFCA. 

SERVICE  PERSPECTIVE  ON  FFCA 

Senator  McCain.  What  is  the  service  and  DLA  perspective  on  FFCA? 

Ms.  Goodman.  We  are  encouraged  that  many  States  are  more  motivated  to  have 
facilities  in  full  compliance  rather  than  accept  fines  while  the  facility  remains  out 
of  compliance.  DOD  should  have  the  option  to  completely  offset  federally  imposed 
fines  with  Supplemental  Environmental  Projects.  Environmental  self-assessment 
programs  are  the  cornerstone  of  DOD  efforts  to  reduce  the  opportunities  for  States 
to  assess  penalties.  Self-assessments  also  assist  installations  in  building  and  justify- 
ing budget  requests  and  exploring  pollution  prevention  alternatives. 

EPA  REIMBURSEMENT 

Senator  McCain.  DOD  testified  that  EPA  is  receiving  reimbursement  for  its  par- 
ticipation in  the  BRAC  Fast  Track  Program.  What  amount  of  reimbursement  has 
been  paid  to  EPA  to  date? 

Ms.  Goodman.  The  Department  provided  EPA  with  $7  million  in  fiscal  year  1994 
and  $6.4  million  in  fiscal  year  1995. 

Senator  McCain.  Why  is  EPA  being  reimbursed  [for  participation  in  the  BRAC 
Fast  Track  Program]? 

Ms.  Goodman.  The  funds  enable  EPA  to  provide  environmental  expertise  to 
streamline  and  accelerate  the  cleanup  process.' They  are  being  used  for  a  dedicated 
£nt)up  of  cleanup  professionals  who  support  each  major  closing  or  realigning  base. 
Personnel  incluoe  EPA  members  to  BRAC  Cleanup  Teams  and  experts  in  such  areas 
as  hydrogeology,  health  risk  assessment  and  toxicology  ecological  risk  assessment, 
engineering,  conununity  relations,  field  work  support  (sampling  and  site  assess- 
ment), ana  identification  of  Community  Environmental  Response  Facilitation  Act 
(CERFA)  uncontaminated  parcels.  Administrative,  management,  and  legal  support 
are  also  provided  to  address  regulatory  complexities  and  policy  issues.  The  Depart- 
ment agreed  to  provide  the  funding  to  EPA  rather  than  have  them  program  for  the 
requirements  because  these  are  costs  uniquely  associated  with  Base  Closure,  espe- 
cijuly  under  the  general  policy  that  the  party  responsible  for  having  caused  contami- 
nation should  pay  all  the  costs  associated  with  its  remediation. 

SERVICES'  FISCAL  YEAR  1996  DERA  BUDGET  REQUEST 

Senator  McCain.  The  fiscal  year  1996  DERA  request  is  $1,622  billion.  What  was 
the  total  amount  of  the  original  fiscal  year  1996  DERA  budget  request  submitted 
to  OSD  by  the  services? 

Ms.  Goodman.  As  detailed  in  the  Future  Years  Defense  Program  which  accom- 
panied the  fiscal  year  1995  budget,  the  initial  amount  allocated  for  DERA  in  fiscal 
year  1996  was  $2.1  billion.  The  components  submitted  a  request  for  that  amount 
to  OSD. 

OSD  FISCAL  YEAR  1996  DERA  BUDGET  REQUEST 

Senator  McCain.  What  was  the  original  OSD  fiscal  year  1996  DERA  budget  re- 
quest submitted  to  0MB? 

Ms.  Goodman.  OMB  conducted  their  review  with  OSD  on  the  $2.1  billion  that  the 
components  requested. 

RELATIVE  RISK 

Senator  McCain.  The  DOD  fiscal  year  96  DERA  budget  request  was  based  on  a 
new  approach  to  site  characterization  referred  to  as  relative  risk.  Apparently  site 


318 

evaluations  have  not  been  completed  at  BRAC  installations.  Will  the  element  of  cost 
efTectiveness  be  factored  into  the  relative  risk  evaluation?  Why? 

Ms.  Goodman.  The  relative  risk  site  evaluation  framework  is  a  conceptual  tool 
to  assess  relative  risk  at  sites  or  areas  of  concern  in  the  Defense  Environmental 
Restoration  Program.  The  goal  of  the  framework  is  to  ensure  that  sites  with  higher 
human  health  or  ecological  risk  (relative  to  other  sites)  are  generally  considered 
first  in  the  priority  setting  process.  We  are  applying  relative  risk  site  evaluation  to 
all  of  our  sites  at  active  ana  BRAC  bases,  and  will  complete  our  initial  site  evalua- 
tions this  summer  for  our  active  bases,  and  this  fall  for  BRAC  bases.  Cost  effective- 
ness is  a  risk  management  factor  which  can  be  applied  with  others  to  help  in  se- 
?iuencing  the  work  after  the  relative  risk  evaluations  have  been  completed.  Cost  ef- 
ectiveness  is  a  critical  factor  in  decisions  on  cleanup  alternatives  and  removals. 

Senator  McCain.  Although  the  regulators  have  supported  the  relative  risk  ap- 
proach in  concept  what  assurance  do  you  have  that  they  will  support  its  implemen- 
tation in  fiscal  year  1996? 

Ms.  Goodman.  In  a  Government  Accounting  Office  (GAO)  report  entitled  Environ- 
mental Cleanup:  Too  Many  High  Priority  Sites  Impede  DOD's  Program,  May  3, 
1994,  GAO  concluded  that  the  current  method  by  which  regulators  and  the  DOD 
determine  which  sites  to  cleanup  first  results  in  (1)  too  many  similar  priorities 
where  too  little  gets  done,  or  (2)  instances  where  DOD's  worst  sites  are  not  getting 
priority  attention.  The  report  further  stated  that  the  current  approach,  based  on 
regulation-driven,  rather  than  risk-driven  requirements,  leads  to  significant  cost 
growth  that  strains  limited  resources  and  forces  diflicult  choices.  The  relative  risk 
evaluation  framework  provides  a  methodology  for  considering  relative  risk  first  and 
then  balancing  other  risk  management  factors  including  regulatory  status,  cost  ef- 
fectiveness, environmental  justice,  and  others  to  determine  sequencing  priorities. 

DOD  anticipates  continued  support  by  having  the  regulators  work  with  us  to 
make  decisions  on  risk  and  recommendations  on  management  factors  to  be  applied 
for  prioritization.  In  an  April  4  letter,  the  Environmental  Protection  Agency  looked 
forward  "...  to  continuing  to  work  with  DOD  on  refining  the  relative  risk  approach. 
It  appears  to  be  a  very  promising  means  of  establishing  risk  at  a  base."  EPA  Kegion 
9  in  an  April  7  letter  stated: 

[TJne  massive  acreage,  number  of  contaminated  sites,  and  diversity  of  con- 
taminants present  at  Federal  facilities  demand  that  we  set  priorities  for  use  of 
funds  withm  base  boundaries  (both  NPL  and  non-NPL)  as  well  as  between 
bases. 

RELATTIVE  risk  at  BRAC 

Senator  McCain.  How  long  will  it  take  to  complete  these  [relative  risk]  evalua- 
tions at  BRAC  I,  II,  and  III  sites? 

Ms.  Goodman.  Relative  risk  evaluations  at  BRAC  sites  are  ongoing.  The  length 
of  time  to  complete  these  evaluations  for  BRAC  I,  II,  and  III  sites  will  vary  from 
service  to  service  but  all  are  expected  to  have  at  least  the  first  iteration  completed 
before  this  fall.  Thereafter  the  evaluations  should  be  updated  on  an  ongoing  basis. 

MILITARY  DEPARTMENTS'  IMPLEMENTATION  OF  RELATIVE  RISK 

Senator  McCaIN.  The  statements  of  the  services  express  support  for  the  relative 
risk  approach.  Are  the  services  prepared  to  implement  this  approach  in  fiscal  year 
1996? 

Ms.  (jOODMAN.  The  services  are  already  implementing  this  approach  for  fiscal 
year  1996.  The  fiscal  year  1996  Environmental  Restoration,  Defense  budget  request 
was  prepared  with  relative  risk  signed  to  each  site  for  which  funds  are  budgeted. 
The  services  are  now  updating  their  relative  risk  evaluations  at  all  environmental 
restoration  sites  including  those  at  BRAC  installations. 

CBO  RECOMMENDATIONS  AND  RELATIVE  RISK 

Senator  McCain.  The  Congressional  Budget  Office  (CBO)  recent  report  on  DOD 
cleanup  recommended  the  delay  of  more  costly  and  diflicult  cleanup  projects  that 
are  not  a  threat  to  human  health  and  the  environment  in  order  to  allow  for  the  de- 
velopment of  more  efficient  technologies.  Will  the  relative  risk  approach  incorporate 
the  CBO  recommended  course  of  action?  How? 

Ms.  (jOODMAN.  The  relative  risk  evaluation  framework  already  incorporates  the 
CBO  recommended  course  of  action  to  delay  the  more  costly  and  difficult  cleanup 
projects  that  are  not  a  threat  to  human  health  and  the  environment  in  order  to 
allow  for  the  development  of  more  efficient  technologies.  The  relative  risk  site  eval- 
uation framework  generates  a  High,  Medium,  or  Low  rating  for  each  potentially  con- 
taminated site  at  an  installation.  The  rating  is  based  on  a  qualitative  evaluation 
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of  contaminants,  pathways,  and  human  or  ecological  receptors  in  three  media  most 
likely  to  result  in  significant  exposure:  groundwater,  surface  water  sediment,  and 
surface  soils.  Each  medium  is  evaluated  using  three  key  factors  that  provide  an  esti- 
mate of  the  relative  risk  that  a  site  poses  to  numan  health  and/or  the  environment. 
These  factors  are  the  contaminant  hazard  factor  (contamination  at  the  site),  the  mi- 
gration pathway  factor  (a  way  for  the  contamination  to  move),  and  the  receptor  fac- 
tor (people  or  animals  that  are  likely  to  come  in  contact  with  the  contanunation). 
Since  sites  are  categorized  into  High,  Medium,  or  Low,  a  rational  and  consistent  ap- 
proach can  be  usea  to  delay  more  costly  or  difficult  cleanup  projects  with  Medium 
or  Low  relative  risk.  It  may  be  possible  to  conduct  a  removal  or  interim  action  at 
a  High  relative  risk  site  to  reduce  risk  and  then  defer  remaining  project  work  until 
a  new  technology  is  available. 

LX)WER  RELATIVE  RISK  SITES 

Senator  McCain.  Ms.  Kandaras'  written  testimony  addresses  an  excellent  point 
related  to  the  relative  risk  approach,  and  that  is  DERA  vulnerability  to  funding  ad- 
justments based  on  the  relative  risk  prioritization  of  sites.  The  rationale  for  funding 
nigh,  medium  and  low  risk  sites  is  to  maintain  flexibility  within  a  stable  program. 
What  would  be  the  actual  impact  if  all  low  risk  and  some  medium  risk  sites  were 
not  funded?  Describe  the  short-term  and  long-term  impacts? 

Ms.  Goodman.  Short  term  impacts  will  be:  cleanup  projects  would  have  to  be  di- 
vided and  reduced  in  scope  based  on  arbitrary  decisions  rather  than  on  sound  engi- 
neering judgment;  contamination  will  continue  to  spread;  contracts  may  have  to  be 
canceled  causing  additional  costs;  other  management  factors  such  as  environmental 
justice,  ecological  impacts,  economic  concerns,  etc.  will  not  be  considered;  sites  will 
not  be  addressed  in  the  most  efficient  manner  (a  project  to  do  soil  removals  may 
not  be  able  to  address  low  or  medium  sites  in  the  same  vicinity  increasing  costs  by 
having  to  mobilize  the  contractor  more  than  once  and  potentially  having  a  larger 
cleanup  at  a  later  date);  and  decreased  management  and  workyears  efficiency.  Long 
term  impacts  will  be  that  projects  will  increasingly  be  pushed  into  the  outyears  in- 
creasing costs  accordingly.  Nlany  contaminated  areas  will  increase  in  size  rather 
than  naturally  attenuating.  The  same  dollar  may  buy  less  in  the  future  than  it  does 
today.  In  addition,  some  sites,  although  low  or  medium  relative  risk,  are  high  prior- 
ity to  our  vulnerable  communities.  The  flexibility  of  executing  projects  related  to 
these  sites  enables  an  installation  to  maintain  a  good  working  relationship  with  its 
neighbors. 

LIABILITY  UNDER  RCRA 

Senator  McCain.  DOD  and  service  statements  have  indicated  that  less  than  full 
DERA  funding  may  trigger  fines  and  penalties  under  the  Resource  Conservation 
and  Recovery  Act  (RCRA).  The  interagency  cleanup  agreements  have  force  majeure 
provisions  that  provide  for  renegotiation  based  on  unanticipated  funding  shortages. 
Absent  an  element  of  bad  faith  or  some  indication  that  D(jD  failed  to  request  ade- 

Suate  funding,  renegotiation  of  these  agreements  should  be  a  viable  option.  Are 
►OD  and  the  services  suggesting  that  FFCA  fines  and  penalties  may  be  used  as  a 
means  to  bind  DOD  to  interagency  cleanup  agreements? 

Ms.  Goodman.  Cleanup  agreements  that  include  "Funding"  and  "Force  Majeure" 
clauses  similar  to  those  model  clauses  agreed  to  between  DOD  and  EPA  for  inclu- 
sion in  CERCLA  interagency  agreements  would  excuse  performance  delays  occa- 
sioned by  funding  shortfalls  (so  long  as  a  timely  request  for  such  funds  was  made). 
Not  all  RCRA  agreements,  however,  include  these  clauses.  Moreover,  State  regu- 
lators may  be  unwilling  to  include  these  clauses  in  future  agreements.  Absent  these 
clauses,  O&M  funds  could  be  put  at  risk  if  DERA  funds  were  insufficient  to  meet 
legal  obligations.  This  conclusion  would  be  made  all  the  more  obvious  if  the  DERA 
"fence"  is  removed,  making  the  Defense  Environmental  Restoration  Account  no  more 
than  a  place  holder  for  funds  that  may  eventually  be  used  for  other  than  environ- 
mental purposes. 

Senator  McCain.  Would  DOD  challenge  such  State  action? 

Ms.  Goodman.  The  Department  has  worked  hard  to  develop  effective  working  re- 
lationships with  State  regulators;  consequently,  the  Department  hopes  that  funding 
shortfalls  could  be  dealt  with  cooperatively,  without  resort  to  legal  action. 

Senator  McCain.  What  about  the  partnering  that  has  been  done  in  the  context 
of  Restoration  Advisory  Boards?  Will  this  prove  to  be  an  ineffective  tool  in  this  con- 
text? 

Ms.  Goodman.  The  partnering  and  work  with  communities  through  RABs  that 
the  Department  has  been  doing  has  been  extremely  successful  so  far  in  working 
through  cleanup  schedule  renegotiations  during  prior  budget  reductions  and  the  re- 
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scission.  In  large  part  this  has  been  because  stakeholders  believe  that  we  are  com- 
mitted to  an  adequate  environmental  restoration  schedule.  There  are  increasing 
signs  that  States  and  communities  will  be  less  cooperative.  We  stand  by  our  commit- 
ments to  our  vulnerable  communities  and  will  continue  to  use  these  tools  to 
prioritize  the  use  of  funds  made  available. 

COST  TO  COMPLETE  CLEANUP 

Senator  McCain.  DOD  testified  that  the  total  DERA  cleanup  would  cost  about 
$30  billion.  What  are  the  total  number  of  active  and  Formerly  Used  Defense  Sites 
(FUDS)  that  £ire  the  basis  for  this  cleanup  estimate? 

Ms.  Goodman.  The  cost  estimate  discussed  in  testimony  and  presented  in  the  De- 
fense Environmental  Restoration  Program  Annual  Report  to  Congress  for  Fiscal 
Year  1994  is  $31  billion  dollars.  This  figure  was  developed  at  the  installation  level, 
and  includes  costs  associated  with  site  investigation  and  cleanup.  It  does  not  include 
other  costs  such  as  program  administration  and  support  to  tne  Agency  for  Toxic 
Substances  and  Disease  Registry  and  the  Defense  ana  State  Memorandum  of  Agree- 
ment program.  The  $31  billion  includes  costs  for  11,785  sites  at  operational  and 
closing  installations  and  3,177  Formerly  Used  Defense  Sites  where  work  is  now  un- 
derway or  planned.  These  are  sites  that  are  currently  in  the  program. 

DEVOLVEMENT  OF  DERA 

Senator  McCain.  It  is  this  subconmiittee's  understanding  that  DOD  has  decided 
to  devolve  the  DERA  account  to  the  services.  How  and  when  will  this  occur? 

Ms.  Goodman.  The  Department  devolved  the  planning,  progranuning,  and  budget- 
ing responsibilities  for  environmental  restoration  to  the  Military  Departments  be- 
ginning with  the  fiscal  year  1997  budget. 

Senator  McCain.  Will  DOD  retain  any  element  of  oversight  in  the  Defense  Envi- 
ronmental Remediation  Program?  If  so,  to  what  degree? 

Ms.  Goodman.  The  Office  of  the  Secretary  of  Defense  will  remain  closely  involved 
in  oversight  of  the  environmental  restoration  program  in  three  ways.  First,  the  De- 
partment is  planning  to  have  four  separate  transfer  accounts  to  replace  the  Defense 
Environmental  Restoration  Account  (DERA);  one  for  each  Military  Department 
(Army,  Navy,  and  Air  Force)  as  well  as  one  for  Defense-Wide  programs.  This  last 
account  will  include  the  Defense  Agencies,  the  Formerly  Used  Defense  Sites  (FUDS) 
program,  and  Office  of  the  Secretary  of  Defense  oversight.  Second,  we  will  maintain 
traditional  oversight  and  accountability  responsibilities  through  DOD  Directives,  In- 
structions and  program/budget  reviews.  Third,  the  Defense  Finance  and  Accounting 
Service  is  in  the  process  of  implementing  accounting  reports  to  help  us  accomplish 
required  oversight. 

Senator  McCain.  Are  the  services  prepared  to  take  on  the  additional  responsibil- 
ities associated  with  [devolvement]? 

Ms.  Goodman.  OSD  has  worked  with  the  Military  Departments  in  developing 

Blans  for  and  assessing  impacts  of  devolvement  alternatives.  We  feel  the  Military 
•epartments  are  prepared  to  execute  a  devolved  program. 

obligation  of  fiscal  year  1995  LEGACY  FUNDS 

Senator  McCain.  The  Legacy  Resource  Management  Program  supports  protection 
of  natural  and  cultural  resources  on  DOD-owned  lands.  The  DOD  fiscal  year  1996 
budget  request  for  Legacy  funding  is  $10  million.  In  fiscal  year  1995,  DOD  re- 

2 nested  $10  million  for  Legacy  and  Congress  appropriated  $50  million.  The  OSD 
lomptroller  originally  released  about  $10  million,  and  then  recently  released  an- 
other $20  million  of  the  fiscal  year  1995  Legacy  funds.  How  much  of  the  $20  million 
that  was  recently  released  has  been  obligated? 

Ms.  Goodman.  The  first  allocation  of  fiscal  year  1995  Legacy  funds  was  made  to 
the  Military  Departments  on  December  21,  1994.  To  date,  $2.7  million  has  been  ob- 
ligated. The  second  allocation  of  $20  million  was  made  in  mid-April  1995  and  obliga- 
tion data  through  May  is  not  yet  available.  I  anticipate  all  funding  to  be  obligated 
by  August. 

FISCAL  YEAR  1996  LEGACY  PROJECTS 

Senator  McCain.  Identify  the  Legacy  projects,  and  the  amount  of  each  project,  re- 
lated to  the  fiscal  year  1996  budget  request. 

Ms.  Goodman.  The  fiscal  year  1996  President's  Budget  contains  $10  million  for 
Legacy  as  supported  by  the  attached  project  listing.  The  Military  Departments,  how- 
ever, nave  been  requested  to  submit  updated  candidate  projects  by  September  1, 
1995.  These  projects  will  be  prioritized,  based  upon  the  lollowing  criteria:  Legacy 
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proposals  must  demonstrate  support  of  the  military  mission,  either  by  addressing 
military  readiness  or  quality  of  life  issues,  or  be  required  by  law.  They  must  also 
relate  to  the  Legacy  legislative  purposes,  and  must  provide  tangible  products,  re- 
sults and  benefits  to  DOD  as  a  result  of  1-year  funding.  These  proposals  will  be  re- 
viewed and  prioritized  by  an  independent  panel  prior  to  final  approval  and  rec- 
ommendation for  funding. 
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Iftaatfai  and  euiMM 


ENVIRONMENTAL  INFORMATION  EXCHANGE 

Senator  McCain.  One  of  the  responsibilities  of  the  Strategic  Environmental  Re- 
search and  Development  Program  (SERDP)  Council  is  to  promote  the  maximum  ex- 
change of  information  and  ensure  a  minimum  amount  of  duplication  among  inter- 
ested entities.  Is  there  a  computerized  database  that  tracks  public  and  private  sec- 
tor technology  developments?  What  is  the  status  of  the  database  development? 

Ms.  Goodman.  There  is  no  known  computerized  database  that  tracks  public  and 
private  sector  technology  developments.  The  SERDP  promotes  the  exchange  of  infor- 
mation through  a  variety  of  methods  including  newsletters  and  a  home  page  on  the 
Internet.  In  addition,  the  SERDP  held  its  first  annual  symposium  this  spring  with 
the  primary  objective  of  information  and  technology  exchange. 

There  is  no  current  effort  within  the  SERDP  or  the  DOD  to  develop  a  database 
that  tracks  public  and  private  sector  technology  development. 

SCAPS 

Senator  McCain.  The  Site  Characterization  and  Analysis  Penetrometer  System 
(SCAPS)  is  new  SERDP  technology  that  has  the  estimated  capability  of  reducing 
site  investigation  costs  by  50  percent  or  more  for  every  contaminant  for  which  a 
chemical  sensor  is  available.  Does  SCAPS  have  dual  use  applicability? 

Ms.  Goodman.  Yes.  Many  of  the  sites  that  DOD  must  clean  up  are  contaminated 
with  the  same  chemicals  as  those  present  on  industrial  and  other  private  sector 
cleanup  sites.  A  SCAPS  sensor  that  can  detect  one  of  these  common  contaminants 
would  have  use  both  in  and  out  of  DOD. 

Senator  McCain.  Does  SCAPS  have  commercial  applicability  for  oil  companies? 

Ms.  Goodman.  Yes.  One  of  the  main  sensor  classes  being  developed  is  for  petro- 
leum, oils  and  lubricants  (POL).  These  materials  are  omnipresent  in  oil  company 
facilities.  The  restoration  of  oil  company  properties  could  benefit  from  improved 
characterization  technology.  It  is  doubtful,  however,  that  SCAPS  would  be  useful  for 
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oil  exploration  companies  as  new  oil  flelds  are  found  at  depths  far  below  the  pro- 
jected capability  of  SCAPS. 

SERDP  AND  SCAPS 

Senator  McCain.  Did  SERDP  seek  private  sector  funding  for  this  project? 

Ms.  Goodman.  The  existing  version  of  SCAPS  has  been  successfully  commer- 
cialized through  licensing  agreements.  Current  SERDP  activities  address  new  sen- 
sor development.  As  part  of  these  efforts,  one  Cooperative  Research  and  Develop- 
ment Agreement  (CRADA)  is  in  place,  one  joint  commercialization  efTort  is  in  place 
and  further  licensing  agreements  are  being  explored. 

environmental  technology  programs 

Senator  McCain.  Each  of  the  military  services  have  their  own  environmental 
technology  programs.  How  do  the  services  avoid  duplication  of  technology  develop- 
ments among  themselves  and  with  SERDP? 

Ms.  Goodman.  The  Tri-Service  Environmental  Quality  R&D  Strategic  Plan  is  the 
document  that  coordinates  SERDP  and  all  of  the  services'  R&D  efforts.  It  is  not  just 
a  compendium  of  ongoing  work  but  rather  a  joint  effort  to  build  a  program  where 
non-duplicative  R&D  is  undertaken  to  support  all  military  customers.  The  basis  of 
each  technology  area  is  an  environmental  requirement.  From  this,  a  strategy  or 
"roadmap"  to  meet  the  recruirement  is  planned  and  then  individual  technologies  and 
investigators  are  assigned.  This  approach  provides  a  customer-oriented  focus  that 

f)revents  the  R&D  program  from  devolving  into  a  series  of  fixes  to  individual  prob- 
ems  or  duplicative  R&D  among  the  various  programs. 

ozone  depleting  substances 

Senator  McCain.  The  services  are  pursuing  technology  in  the  area  of  ozone  de- 
pleting substances.  In  the  area  of  ozone  depleting  substances,  what  is  the  overall 
status  of  service  technology  in  relation  to  the  phase  out  of  such  substances? 

Ms.  Goodman.  All  of  the  services  have  phase  out  programs  for  both  weapon  sys- 
tems and  installations.  The  services  are  preparing  a  report  to  Congress  outlining 
their  programs,  including  the  research  programs  to  find  replacement  nonozone  de- 
pleting substances  for  weapon  systems.  This  report  should  be  available  in  July  1995. 

Senator  McCain.  Are  there  going  to  be  problems  with  the  phase  out? 

Ms.  Goodman.  Yes,  there  will  be  problems,  but  none  that  we  can  not  overcome. 
Only  one  use  has  been  identified  that  requires  an  essential  use  exemption  from  the 
Montreal  Protocol — this  is  for  one  of  the  missile  programs.  A  reserve  of  ozone  deplet- 
ing substances  has  been  established  to  ensure  sufficient  supplies  are  available  for 
the  useful  life  of  all  other  weapon  systems. 

Senator  McCaIN.  What  is  DLA's  perspective  on  this  issue? 

Ms.  Goodman.  DLA  is  establishing  and  managing  the  reserve  of  ozone  depleting 
substances.  All  identified  service  requirements  will  be  met  by  reclamation,  and  as 
necessary,  by  procurement,  and  held  in  the  reserve  until  needed  by  the  services. 

STATE  standards 

Senator  McCain.  One  of  the  big  issues  in  environmental  remediation  is  the  un- 

Kredictable  costs  associated  with  stricter  State  standards  and  remedy  selections.  At 
IcChord  AFB,  for  example,  if  the  base  had  been  allowed  to  streamline  the  process, 
eliminate  multiple  reviews,  work  plans  and  reports,  the  base  could  have  saved  about 
one-third  to  one-half  of  the  remedial  investigation  of  feasibility  study  costs,  or  about 
$1  to  $1.5  million.  How  does  the  Air  Force  hope  to  avoid  such  unnecessary  costs 
for  the  cleanup  activities  that  remain  at  McChord  AFB? 

Ms.  Goodman.  The  Air  Force  hopes  to  avoid  unnecessary  costs  for  remaining 
cleanup  activities  at  McChord  AFB  by  working  with  the  State  and  Federal  regu- 
lators to  reduce  duplicative  submittals  of  work  plans,  reports,  and  reviews. 

STATE  STANDARDS  AND  STREAMLINING 

Senator  McCain.  What  is  DOD  doing  to  streamline  the  cleanup  process  at  all  its 
facilities? 

Ms.  Goodman.  The  Department  is  pursuing  closer  working  relationships  with  reg- 
ulatory agencies  to  increase  communication  in  the  planning  process  and  build  trust. 
Partnering  efibrts  and  greater  use  of  face-to-face  meetings  has  helped  significantly. 
We  are  also  using  the  Restoration  Advisor  Boards  (RABs)  to  assist  us  and  the  regu- 
latory agencies  in  identifying  priorities  and  focusing  on  risk-reducing  actions.  The 
Relative  Risk  Site  Evaluation  Primer  method  also  helps  to  focus  project  managers 
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on  the  highest  relative  risk  problems.  DOD  is  also  applying  principles  from  the  Fast 
Track  Cleanup  at  closing  bases  to  its  active  installations. 

STATE  STANDARDS 

Senator  McCain.  Have  DLA  and  the  other  services  run  into  similar  problems  at 
their  installations  [as  the  Air  Force  has  had  at  McChord  AFB]? 

Ms.  Goodman.  Yes,  DLA  and  the  Military  Departments  have  had  similar  prob- 
lems at  their  installations.  We  are  using  the  streamling  efforts  described  in  response 
to  previous  to  try  to  address  them. 

RAB  FUNDING 

Senator  McCain.  The  Restoration  Advisory  Boards  (RABs)  have  been  touted  as 
the  answer  to  concerns  related  to  costly  State  standards  and  remedies.  DOD  esti- 
mates that  it  has  already  expended  several  million  dollars  on  RABs.  What  amount 
of  the  fiscal  year  1996  budget  will  be  used  to  fund  RABs? 

Ms.  Goodman.  We  do  not  have  this  information  at  the  present  time. 

Senator  McCain.  What  activities  will  be  subject  to  funding  [for  RABs]? 

Ms.  Goodman.  Funding  for  RABs  will  provide  administrative  support,  including 
steul  up  costs;  RAB  meeting  notification,  materials,  facilitation  and  logistics;  xerox- 
ing and  information  dissemination.  We  anticipate  that  it  will  also  fund  technical  as- 
sistance for  public  participation. 

DLA  USE  OF  RABS 

Senator  McCain.  To  what  extent  has  DLA  utilized  RABs?  Is  it  practical? 

Ms.  Goodman.  The  Defense  Logistics  Agency  has  established  RABs  at  BRAC  clos- 
ing locations  and  at  other  installations  where  needed  based  on  DOD  guidance.  The 
DLA  RABs  are  consistent  with  DOD's  partnering  concept  and  have  been  effective 
in  addressing  the  interests  of  all  stakeholders  in  the  cleanup  effort. 

ROCKY  mountain  ARSENAL 

Senator  McCain.  How  effective  has  the  RAB  concept  been  at  Rocky  Mountain  Ar- 
senal? DOD  and  the  Army  have  testified  that  the  Army's  proposed  remediation  at 
Rocky  Mountain  Arsenal  would  cost  about  $2  billion.  The  State  proposed  remedi- 
ation could  result  in  an  additional  $1  billion  or  more  expenditure.  What  was  the  re- 
sult of  recent  negotiations  between  the  Army  and  the  State  of  Colorado? 

Ms.  Goodman.  The  Rocky  Mountain  Arsenal  RAB  was  established  in  October 
1994  in  accordance  with  DOD  guidance.  Since  the  transition  from  Technical  Review 
Committee  to  RAB,  public  involvement  has  increased.  Whereas  input  from  citizens 
historically  had  been  requested  only  after  a  cleanup  recommendation  had  been 
made,  it  is  now  being  sought  earlier  in  the  process.  In  November  1994,  during  nego- 
tiations between  the  Army,  EPA  and  State,  RAB  members  were  asked  to  become 
involved  early  in  the  decision  making  process  to  ensure  that  their  issues  were  un- 
derstood and  considered.  The  Army  believes  that  the  RAE  has  improved  communica- 
tion between  the  Arsenal  and  the  community,  and  is  facilitating  progress  toward  the 
ultimate  cleanup. 

The  latest  round  of  remedy  negotiations  for  the  Rocky  Mountain  Arsenal  (RMA) 
cleanup,  held  May  9-11,  1995  among  the  Army,  the  EPA,  the  State  of  Colorado, 
Shell  Oil  Co.,  and  the  Fish  and  Wildlife  Service,  resulted  in  a  tentative  conceptual 
agreement.  Final  conceptual  agreement  is  contingent  upon  the  resolution  of  a  num- 
ber of  issues.  Components  of  the  tentative  conceptual  agreement,  besides  continu- 
ation of  the  groundwater  boundary  treatment  plants,  include  a  variety  of  proven 
technologies  such  as  excavation,  landfilling,  capping,  solidifying  and  dewatering  con- 
taminated soil.  We  are  currently  working  out  the  cost  figures  for  the  tentative 
agreement,  but  our  initial  estimates  place  the  total  Arsenal  cleanup  cost  at  approxi- 
mately $2  billion. 

Senator  McCain.  What  are  the  Army's  future  plans  regarding  the  RMA  proposed 
remedy  and  negotiations  with  the  States? 

Ms.  Goodman.  The  Army,  State  and  other  parties  are  currently  involved  in  nego- 
tiations to  resolve  the  remaining  issues  and  reach  a  final  conceptual  agreement  on 
a  remedy.  The  parties  are  hopeful  these  issues  will  be  resolved  by  mid-June,  1995. 
A  final  conceptual  agreement  on  a  remedy  would  ultimately  be  incorporated  into  a 
detailed  analysis  of  remedial  alternatives  and  a  propxjsed  plan  pursuant  to  the 
CERCLA  and  State  RCRA  legal  processes  for  making  final  remedy  selections. 

Senator  McCain.  Is  the  State  proposed  remedy  [at  RMA]  logically  related  to  the 
proposed  fiiture  land  use?  Why  not? 
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Ms.  Goodman.  The  remedy  contained  in  the  tentative  agreement  among  the 
State,  EPA,  Army  and  other  parties  is  logically  related  to  the  proposed  future  land 
use.  In  accordance  with  the  Kocky  Mountain  Arsenal  Wildlife  Reiuge  Act  of  1992, 
the  Arsenal  will  become  a  National  Wildlife  Refuge  upon  completion  of  cleanup  ac- 
tivities. In  addition,  this  act  prohibits  the  future  use  oi  Arsenal  property  for  residen- 
tial, industrial  or  agricultural  purposes  and  the  use  of  groundwater  located  under 
or  surface  water  located  on,  the  property  as  a  source  of  potable  water.  All  parties 
are  optimistic  that  the  outstanding  issues  associated  with  the  tentative  conceptual 
agreement  will  be  worked  out  and  agreement  will  be  reached. 

ENVIRONMENTAL  SECURITY  LEGISLATIVE  PROPOSALS 

Senator  McCain.  DOD  testified  that  the  administration  had  some  pending  legisla- 
tive requests.  List  and  provide  copies  of  all  pending  administration  legislative  re- 
quests pertaining  to  environment  that  would  affect  DOD. 

Ms.  Goodman.  The  following  is  a  list  of  Environmental  Security's  legislative  pro- 
posals (copies  of  proposals  attached): 

—  FedersJ  Facility  Listing  Limitation 

—  Federal  Facility  Listing  Deferral 

—  Remedy  Selection  Reforms 

—  Transfers  of  Uncontaminated  Property 

—  Clarification  of  Covenant  Application  to  Leases 

—  Contents  of  Certain  Deeds  and  Leases 

—  Environmental  Restoration  Transfer  Requests 

—  Clarification  of  funding  for  Environmental  Restoration  Activities  at  Installa- 
tions to  be  Closed  or  Realigned 

—  Contracts  for  Certain  services  at  Installations  being  Closed 

—  Repeal  of  Prohibition  of  Contracting  for  Firefighting  and  Security  Guard  Func- 
tions at  Military  Facilities 

—  Repeal  of  Annual  Report  to  Congress  on  Contractor  Reimbursement  Costs  of 
Environmental  Response  Actions 

—  Payment  of  Civil  Penalties  -  Loring  Air  Force  Base 

—  Payment  of  Civil  Penalties  -  MA  Military  Reservation  and  F.E.  Warren  AFB 
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A 

LEGISLATIVE  PROPOSAL 

SUB.TECT  OF  LEGISLATION;  Federal  Facility  Listing 

LEGISLATIVE  SECTION  BEING  MODIFIED:  Section  120(d)(2)  (42  U.S.C  9620(d)(2)) 

SECTIONAL  ANALYSIS:  Current  law  prevents  EPA  from  deferring  listing  of  Federal  Facility 
N?L  sites  even  when  State  actions  are  underway  under  RCRA  or  other  state  authority.  The  effect 
of  the  current  law  is  a  duplication  of  effort  and  thai  Federal  Facilities  are  treated  differently  than 
private  sites.  This  amendment  provides  EPA  the  necessary  discredonary  authority.  The 
amendment  will  have  the  following  effect  on  section  120(d)(2): 

(2)  include  such  facilides  on  the  national  Priorities  List  maintained  under  such  plan  if  the 
facility  meets  such  criteria.  Such  criteria  shall  be  applied  in  the  same  manner  as  the 
criteria  are  applied  to  facilities  which  are  owned  or  operated  by  other  persons.  Evaluation 
and  lisdng  under  this  subsccdon  shall  be  completed  not  later  than  30  months  after  such 
date  of  enactmenL  Upon  receipt  of  a  peddon  from  the  Governor  of  any  state,  the 
Administrator  shall  make  such  evaluadon  of  any  facility  included  in  the  docket.  Upon 
identificaiion  of  parcels  of  uncontaminated  property  pursuant  to  suisection  120(h)(4), 
the  President  may  provide  notice  that  the  listing  does  not  include  the  identified  clean 
parcels. 

PROPOSED  LEGISLATIVE  LANGUAGE:    see  attached 

JUSTIFICATION:  This  proposed  change  will  provide  EPA  the  ability  to  provide  nodce  that 
clean  pordons  of  an  NPL  listed  federal  facility  are  not  on  the  NPI_  This  provision  will  remove 
financial  disincendves  for  selling  uncontaminated  parcels  of  closing  bases  listed  on  the  NPL  that 
are  cleaned  up  while  remediadon  continues  on  other  pordons  of  the  facility 

Problem:  Secdon  120(d)  of  CERCLA  does  not  dearly  link  NPL  listing  with  clean  parcel 

determinadon  made  under  Sec.  120(h)(4).  Even  when  clean  parcel  detcrminadons  are  made,  ±e 
parcel  may  still  be  listed  on  the  NPL.  The  effect  has  been  to  discourage  transfer  of  clean  parcels- 

ExpeCTcd  Improvemenn  Allows  the  redefining  of  NPL  boundaries  when  areas  are 

determined  to  be  uncontaminated.  It  will  also  facilitate  base  closure  by  avoiding  the  sdgma  of 
NPL  listing  at  portions  of  facilides  that  are  not  on  the  NPL 

BUDGET  IMPACT:    Will  increase  incentives  for  transfer  of  tmcontaminated  pordons  of 
closing  iiutallations  determined  to  be  cleazL 

•Section  XXX  -  Federal  Facility  Listing 

Secdon  120(d)(2)  of  CERCLA  is  amended  by  adding  at  the  end  of  the  subsection  the  following 
ixw  language: 

"Upon  identification  of  parcels  of  uncontaminated  property  pursxiant  to  subsection 
120(h)(4) .  the  President  may  provide  nodce  that  the  listing  does  not  include  the 
identified  clean  parcels." 
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B 

LEGISLATIVE  PROPOSAL 


SUBJECT  OF  LEGISLATION;  Federal  Facility  Listing  Deferral 

LEGISLATIVE  SECTION  BEING  MODIFIED;  Section  120(d)(2)  (42  U.S.C  9620(d)(2)) 

SEci  lONAL  AN.ALYSIS:  Current  law  prevents  EPA  from  deferring  listing  of  Federal  Facility 
NFL  sites  even  when  State  actions  are  underway  under  RCRA  or  other  state  authority.  The  effect 
of  the  current  law  is  a  duplication  of  effort  and  that  Federal  Facilities  are  treated  differendy  than 
private  sites.  This  amendment  provides  EPA  the  necessary  discreaonary  authority. 

PROPOSED  LEGISLATIVE  LANGUAGE;    see  attached 

JUS  1  li- IC.^TION;  This  proposed  change  will  provide  EPA  the  abilin'  to  defer  listing  a  federal 
facility  on  the  NPL.  EPA  would  sail  have  the  ability  to  intervene  in  the  event  the  state  fails  to 
take  action  against  the  federal  agency  in  a  timely  manner.  This  provision  would  not  affect 
facilides  already  on  the  NPL  but  is  designed  to  affect  those  currently  being  ranked  using  fiata 
often  8  years  old.  Many  of  DoD's  facilides  currently  under  consideranon  for  Usting  have  ongoing 
actions  under  state  oversighL  In  the  event  the  section  regarding  referral  or  authorizadon  is 
eliminated  from  H.R.  3800,  this  language  provides  EPA  the  ability  to  utilize  their  RCRA  deferral 
policy  for  federal  facilides. 

Problem:  Section  120(d)  of  CERCLA  requires  EPA  to  list  federal  facilides  after  a 

preliminary  assessment  if  the  facility  meets  die  eligibility  standards  contained  in  sexaion  105  of 
CERCLA.  EPA  has  interpreted  this  to  mean  if  a  site  scores  high  enough  for  inclusion  and  has 
not  considered  other  extenuating  factors  such  as  work  completed  pursuant  to  other  state  or 
federal  law.  The  effect  has  been  to  transfer  sites  ftxjm  state  jurisdiction  to  federal  and  state 
jurisdicdon  in  mid-course,  delaying  cleanup  and  causing  unnecessary  dupllcanoo  of  oversight 
and  conflicting  direcdon  to  DoD. 

Exixcted  Liiuiovernent:  DoD  will  be  able  to  complete  cleanup  more  expedidously  at  non- 

NPL  sites  and  reduce  program  costs  that  signiflcanUy  increase  after  listing  of  a  facility  on  the 
NPL.  It  will  also  facilitate  base  closure  by  avoiding  the  sdgma  of  NPL  listing  at  fadlides 
cuirendy  being  cleaned  up  under  state  oversight. 

BUDGET  IMPACT:    Will  avoid  significant  increases  in  cleanup  budgets  by  avoiding 
duplicadon  of  effort  and  delay  in  cleanups  associated  with  transfening  oversight  from  state  to 
federal. 

Section  XXXX  -  Federal  Facility  Listing  Deferral 

Amend  secdon  120(d)(2)  of  CERCLA  by  inserting  after  the  word  "persons"  the  following: 

-  -  **provided.  however,  that  an  appropriate  factor  as  referred  to  in  secdon  105(a)(8)(A)  may 
include  the  extent  to  which  the  federal  land  holding  agency  has  arranged  with  the 
Administrator  or  the  relevant  stale  agency  to  respond  to  the  release  or  threatened  release 
ptirsuant  to  other  legal  authority." 
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c 

LEGISLATIVE  PROPOSAL 

SUB.TECT  OF  LEGISLATION:   Remedy  Selection  Refonns  from  HR  4916 

LEGISLATIVE  SECTION  BETNG  MODIFIED:  Section  121(d)  and  section  121  (b)  of  the 

Comorehensive  Enviromnental  Response  Compensation  and  Liability  Aa  of  1980,  as  amended 
(42  U.S.C.  9621  Co)  and  (d). 

SECTIONAL  ANALYSIS:    These  two  provisions  are  excerpts  firjm  HR  49 1 6  secdons  50 1 
and  2022.  Section  50 1  establishes  a  more  reaiisdc,  standardized  approach  in  detennimng  risk 
assessments  when  developing  cleanup  standards.  Section  502  modifies  the  existing  cleanup 
decision  process  by  adding  considenuion  of  futnre  land  use  and  generic  remedies,  and  limidng 
the  requirement  for  permanent  remedies  that  treat  waste  to  hot  spots. 

PROPOSED  LEGISLATIVE  LANGUAGE:  Attached 

■TUSTIH  CATION:  The  language  was  included  in  both  the  House  and  Senate  versions  of  the 
Supcrfund  Reform  Act  last  Congress  and  was  nearly  idendcal  in  bodi  versions.  The  language 
was  developed  after  ncgodations  with  a  broad  based  coalidon.  the  current  round  of  base  clostires 
will  be  subject  to  the  exisdng  law  until  a  new  law  is  passed.  Passage  of  a  new  bill  this  Congress 
is  expected  but  not  before  the  final  determinadon  of  which  installation  will  be  included  on  this 
round  of  BRAC 

Problem:    The  current  law  requires  the  development  of  risk  assessments  that  are  overly 
conscrvadve  yielding  overly  protecdve  remedies  at  high  cost.  The  current  remedy  selecnon 
process  also  requires  the  use  of  permanent  remedies  that  treat  wastes.  The  mandatory  preference 
for  permanent  remedies  that  treat  wastes  can  conflict  with  reuse  plans.  A  typical  remedy  for 
contaminated  soils  is  excavadon  and  incineradoo  —  even  if  these  soils  are  underneath  a  runway 
proposed  for  reuse  as  an  airport. 

Expeaed  ImpTOvcrnent:   DoD  will  be  able  to  select  more  appropriate  irmedies  that  are 
reaiisdcally  protecdve  of  human  health  and  the  environment  (but  not  overly  protecdve)  and,  have 
considered  the  reuse  of  the  property. 

BUDGET  IMPACT:     Cost  avoidance  will  be  realized  after  promulgadon  of  revisions  to  the 
implementing  regidanons  and  will  be  phased  in  over  at  least  five  years  after  passage.  Remedy 
seiecdon  is  expected  to  be  faster  decreasing  the  time  necessary  to  conduct  smdies. 
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11  TITLE  V— REMEDY  SELECTION 

12  AND  CLEANUP  STANDARDS 

13  SEC  501.  CL£ANU?  STANDARDS. 

14  Section  121(d)  (42  17.S.C.  9621(d))  is  amended  as 

15  follows: 

16  (1)  In  paragraph  (3),  hy  msertmg  •*»  4010(c) 

17  if  appropriate"  after  "3005". 

18  (2)  B7  redesignating  pargraphs  (3)  and  (4)  as 

19  .  paragraphs  (9)  and  (10),  mpeetivejy. 

20  (3)  By  striking  ont  the  inbseetion  heading  and 

21  designation  and  tH  that  fbCowi  throng^  the  end  of 

22  paragraph  (2)  and  inserting  in  Ben  thereof  the  Ibl- 

23  lowing:  • 

24  "(d)  Establishment  or  TKOTZcnyz  Concentxa- 

'25  TiON  Levels. — 
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1  ''(I)  KaTIOKAL  OQILB  FOB  THE  PBOTSCnOK 

2  OF  EUHAN  ESALTH  ^20)  THE  ZKVZSONICENT.— In 

3  ^      order  to  provide  eoosistent  and  eqoivilent  protection 

4  of  human  health  •▼"^  the  environment  to  all  eommn- 

5  siiies,  iiithin  18  monthi  after  the  enactment  of  the 

6  .     Guperftmd  Keform  Act  of  1994,  the  Administrator 

7  ahall  promulgate  national  goals  to  be  applied  at  aH 

8  facilities  snlgect  to  remedial  action  imder  this  Act. 

9  National  goals  fbr  hnman  health  ahaH  be  espressed 

10  as  a  singie,  numerical  level  for  diemical  carcinogens 

11  and  a  single,  numeric^  kvd  for  noncardnogens,  re- 

12  spectively.  The  national  goak  shall  provide  the  basis 

13  for  protective  eoncentntion  levels  miless  the  achieve- 

14  ment  of  such  goals  is  technicaSj  Infeasible  or  nnrea- 

15  Bonablj  costly  ponmant  to  sobsection  (b).  In  a  ease 

16  in  winch  the  President  aelects  a  reme^  that  does 

17  not  achieve  the  national  goals,  the  Fr«sident  ahaQ 

18  publish  an  explanation  of  the  basis  fiar  that  dedsion. 

19  The  national  goals  ahaQ  be  developed  and  promnl- 

20  gated  in  accordance  with  aedions  561  throoi^  570 

21  of  title  5,  United  States  Code  (common^  referred  to 

22  as  the  'Negotiated  Bnlemaldng  Act*). 

23  ^(2)  8CX>FS  IND  FUBPOSE  OF  KATIOHIL  XZSE 

24  PBOTOCOL.— The  Administrator-  shall  promulgate  a 

25  national  risk  protocol  fbr  condneting  risk  assess- 
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1  menu  ixnder  Hiis  JueL  The  ^■♦^'^•1  j^  protocol 

2  shall  be  used  for  xisk  assessments  mdei^ying  deter- 

3  ininations  of  the  need  tat  remedisl  aetson,  the  estsb- 

4  lishment  of  protecizTe  eoneentrstkn  levds  of  cS^emi- 

5  eals,andtheeTah2at2onrfremedisIs]temstivM.7^ 

6  goal  of  the  national  risk  protocol  is  to  promote  resl- 

7  istic  estimates  that  ndther  '^^^^^**  nor  eiaggertte 

8  .    the  risks  or  potential  risks  posed  hy  a  fadlx^  at 

9  "which  hazardous  substances  have  been  disposed  of  or 

10  otherwise  come  to  be  located.  The  national  risk  pro- 

11  tocol  shall  be  developed  and  promnlgated  in  accord- 

12  ance  with  sections  561  throned  570  of  title  5,  Unit- 
IB  ed  States  Code,  to  the  extent  the  Admimstrator 

14  deems  appropriate.  The  national  risk  protocol  shall 

15  establish,  to  the  extent  appropriate  and  practicable, 

16  the  following: 

17  **(Jl)  Standardized  exposure  scenarios  de- 

18  fining  e]q)osare  pathways  for  a  range  of  jsurt' 

19  '  stricted  and  restricted  land  oses. 

20  ^(B)  Standardized  fbnnulae  or  metbodolo- 

21  giesfbp— 

22  ~^6)  evaluating  the  ea^osure  pathways 

23  of  concern  imder  the  standardized  expO' 

24  --  sure  scenarios  established  -under  aubpara- 

25  graph  (A);  and 
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1  "Gi)  developing,  eonsstent  inth  the 

2  national  goals  under  paragr^li  (1)»  ebemi- 

3  ;r  eal  eoneentration  levda  protectzve  of  reeep- 

4  tors  CDzrent^  and  reasonab^  antidpated 

5  to  be  closed  Tia  the  i^atliwayi  inehided  m 

6  fnf}i  tftnariof  fbr  iht  100  oontaminants 

7  most  freqaently  occnzring  at  fanlftys  ad- 

8  dressed  under  this  Act  fbr  idiich  adeqaate 

9  tooddty  xnfbrmation  is  available. 

10  **{€)    Methodologies    fbr    fadlity-tpecific 

1 1  evahiations  of  ecological  lisks. 

12  **{3)    8TANIUBDIZED    F0BMULA2    OB    HETH- 

13  ODOLOGlES.^'Standardized  fbnnnlae  or  methodolo- 

14  gies  established  under  sabparagraphs  (A)  and  (B)  of 

15  paragraph  (2)  shall  indnde  the  fbBowing: 

16  "(A)  National  constants  fbr  tpecific  ehar- 

17  acteristics  of  indxvidoal  ehemieals  not  expected 

18  to  Taz7  from  Ciei&ty  to  fieiHtgr. 

19  •  **CB)  Facility-spedfie  Tarisbles  fbr  physieal 

20  eharacteristies  of  the  tuSity  and  other  fiactors. 

21  Criteria  fbr  identifying  such  Tsriables  ahaH  is- 

22  chide  the  followisg: 

23  .  **(i)  "Whether  a  characteristic  or  factor 

24  can  be  o^ectxve^  measured  based  on  ae- 

25  tsal  fadlitj  data  or  reasonably  estimated 
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1  based  on  credible  Kieniifie  itiidies  when 

2  fiadlxty-measared  data  eazmot  "be  reason- 

3  ,y  ably  obtained. 

4  ^(H)  *Wbetber  the  tSeeU  of  a  fsbar-' 

5  acteristie  or  &ctor  are  adentaficaiy  mSl- 

6  understood. 

7  *'(iii)'Whether  the  intact  of  the  char- 

8  actezi^e  or  &ctor  on  estimations  of  xisk 

9  or  protective  concentration  kvels  is  signifi- 

10  cant 

11  "(C)  £:q)OSQre  factors  itlated  to  demo- 

12  graphics  (indndin;  aeparate  exposnre  fsctors 

13  for  sensitive  subpopulations  to  be  applied  where 

14  relevant),  actlvi^  patterns,  and  xaataral  eon- 

15  ttraints.  Befanlts  or  ranges  of  defanh  Tahies 

16  shall  be  established  for  neh  &ctors  and  vaed 

17  unless  verifiable  data  are  presented  that  the  de- 

18  fanlts  are  significantly  different  from  aetoal  &• 

19  cility  conditions.  In  inch  eases,  the  Tahies  shall 

20  be  determined  on  a  Bte-spedfie  basis  after  eon- 

21  sideration  of  any  views  txprtMud  by  the  Com- 

22  muni^  Worldng  Grot^,  if  available,  and  the  af- 

23  fected  eomnmmty. 

24  "(4)  iLPPUCATION  OF  KATI0K4L  BISK  PROTO- 

25  COL. — (A)  The  Preadent  shall  conduct  an  analyss 
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1  at  each  fanlity  to  determine  ivhich  tiposait 

2  sarios,  patliways,  and  eontasunants  are  xdevint  to 

3  r     that  facility.  THiere  ttandardized  Ibnxmlae  cr  ineth- 

4  odologies  fbr  addressing  each  relevant  ■cfnarios, 

5  pathways,  and  pontaminants  are  arailable,  thej  diaH 

6  benaed. 

7  ^(B)  Standardized  ibrmnlae  or  methodologies 

8  for  ezposore  pathways  that  do  not  exist  or  are  not 

9  reasonabfy  anticipated  to  enst  in  the  fhtare  at  a  £a- 

10  cility  shaB  not  be  applied  in  establishing  protective 

11  concentration  levels  fbr  the  fMeSity, 

12  **iC)  TVhere  standardized  fcnnnlae  or  Aeth- 

13  odologies  for  particular  exposure  scenarios,  exposore 

14  pathways,  or  chemicals  are  unavailable,  £acility-spe- 

15  cific  risk  assessment  shall  be  used. 

16  ''(S)  COKSZDESXTIOKS  ZK  XS7JLBLXSHZN0  TES 

17  KATIOKIL  Biss  PBOTOCOL.— (A)  In  developing  the 

18  national  risk  protocol  under  paragraph  (2),  the  Ad- 

19  siinistrator  shall  evahiate  and,  to  the  degree  appro- 

20  priate  and  practicable— 

21  . .  "(M  Identify  appropriate  sources  of  tosidty 

22  •  •  information; 

23  ^(ii)  define  the  nse  of  probabilistic  model- 

24  ing; 
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1  **G2)  SdentaQr  eriteria  iar  the  wdteAkm  and 

2  mpplicadon  of  transport  and  Uit  models; 

3  ''(it)  define  the  ue  of  higii  end  and  eentral 

4  tenden^  csposore  caaes  and  asson^tioos; 

5  "(t)  define  the  «ae  of  population  xiak  eiti- 

6  Tnat^  in  a^^ditaoii  to  Indzvidnal  xitk  oftunatet; 

7  **i'n)  define  appropriate  approaches  for  ad- 

8  dressing  cmnnlatzve  xisks  posed  hj  nultlple 
.  9  contaminants  or  innltiple  esposnre  pathways; 

10  and  ' 

11  ^(^)  establish  appropriate  aampling  ap- 

12  proaches  and  data  quality  itqoireznents. 

13  ''(B)  The  national  risk  protocol  shall  establish 

14  guidelines  for  all  risk  assessments  conducted  under 

15  paragraph  (2),  indading  those  hy  ivhich  protective 

16  concentration  levels  are  established,  nhich  result  in 

17  final  protection  at  the  90th  exposure  percentile  of 

18  the  a^ected  population  defined  hy  the  President 

19  ^(6)    PHASZKO  JXD  rPIXATZKO   OF   rSS   KA.- 

20  TIOKAL  Siss  PSOTOCOL.— The  national  risk  protocol 

21  th't'n  be  developed  in  accordance  -with  a  schedule  pn>- 

22  mulgated  by  the  Administrator  inthin  90  days  after 

23  the  date  of  enactment  of  the  Superfimd  Eefbnn  Act 

24  of  1994.  The  national  risk  protocol  may  be  devel* 

25  oped  and  promulgated  in  phases  as  determined  ap- 
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1  propziate  ty  tlie  Admizustrstor.  The  £ni2  protoool 

2  shall  be  promTiIgated  irathin  18  noathi  after  the  t&- 

3  Actment  of  foeh  Aet  The  Adzninktntor  alio  ahall 

4  detennine  an  appropriate  approach  azid  ichethile  for 

■r 

5  eniuring  that  the  national  ziak  protoool  remaina  ca> 

6  Tent  with  emerging  adenoe  and  relevant  ikgenqr  pol* 

7  i^. 


19  S£C.602.KZ3IZDY5EL£CnON. 

20  Section  121(b)  (42  VS.C.  9621(b})  ii  amended  to 

21  read  as  foQowi: 

22  "(bjGENTlULltOlXS.— 

23  ''(1)  SnxcnoK  or  pboixctivx  bzhedxss.— 

24  Bemedies  aeleeted  at  individual  fadlities  thaQ  be 

25  protective  of  hnman  health  and  the  environment  and 
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1  provide  lo23{*tenn  vdiabOity  at  reiBonaMe  eost.  A  rt» 

2  medial  action  may  aclueve  protection  of  fanman 

3  health  azid  the  emnmment  throng  treatznent  that 

4  '      redaees  the  toxieitj,  in6talil7»  or  fohxme  of  hazard- 

5  oas  sobstaziees,  polhitaixti,  or  eontamizianta;  eontain- 

6  inent  or  other  cngiTwmng  eontroli  to  fiznit  cipocnre; 

7  a  eombination  of  treatment  and  oontainment;  or' 

8  other  methods  of  protection.  The  method  or  methods 

9  of  remediation  appropriate  for  a  gxren  facility  shall 

10  be  determined  throng  the  evahiation  of  remedial  al- 

11  tematzves  and  the  selection  process  imder  para- 

12  graphs  (2)  azid  (3).  TThezi  determining  the  appro> 

13  priate  remedial  method,  treatment  is  to  be  preferred 

14  for  hot  spots  as  defined  onder  paragraph  (3)(B). 

15  This  preferezice  shall  not  apply  to  materials  that  do 

16  not  eozistitate  hot  ^ots. 

17  ''(2)  Land  rsE. — CA)  In  selecting  a  remedy, 

18  the  Preadent  shall  take  into  aecoont  the  reasonably 

19  anticipated  fotnre  uses  of  lazid  at  a  fsdlity  as  re- 

20  qaired  by  this  Act  In  identii^ozig  reasonably  antid-* 

21  pated  ftitore  land  uses  the  President  shall  ^y^^mr 

22  factors,  which  genersQy  shall  iochde  the  following: 

23  **&  Any  eozisezisas  recommezidation  of  the 

24  Commnziity  Working  Groop  azid  any  other 

25  Tiews  ez^ressed  hy  members  of  the  affected 
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1  eozxuDimity  except  tint,  vith  reipect  to  a  Fed- 

2  era!  funlity  tdiadnled  &r  dofore  or  ntHgn- 
3'  nent,  the  Praddezxt  iSiaS  ecmader  az^  joint 

4  eoncensos  noommendation  cf  the  OHimuinlty 

5  "Workizig  Group  and  a  yedevelopment  anthnity 

6  which  has  been  ottihTithM  for  toch  fbdlxty. 

7  Tu)  The  land  ue  hisioiy  of  the  tkiS^ 

8  and  gnzronnding  propertaes,  the  current  land 

9  nses  of  the  Polity  and  imroonding  properties, 

10  recent  development  patterns  in  the  area  where 

11  the  facility  is  located,  and  population  prqjee> 

12  tions  for  that  area. 

13  ''(iii)  Federal  or  State  land  use  designa- 

14  tions,  inchading  Federal  Polities  and  national 

15  paries,  State  ground  water  or  soifaee  water  i«- 

16  "  charge  areas  established  nnder  a  State's  eom- 

17  prehensxve  protection  plan  fbr  ground  water  or 

18  surface  water,  and  recreational  areaa. 

19  "(iv)  The  eurrent  land  use  soning  and  fii- 

20  tore  land  Tise  plans  of  the  local  government 

21  with  land  nse  regolatoiy  aothozity. 

22  ^(t)  The  potential  for  economic  redevdop- 

23  sent. 

24  **^  The  prcodmity  of  the  eonlamination 

25  to     residenoes,     sen&tzve     populations     or 
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1  eooiystems,   satoral  retooroet,   or  areas  of 

*  2  uniqae  historic  or  ealtonl  «?g^^ff<*«tM»^ 

.  3     ^  -    **fni)  CoxTcnt  plans  fbr  tiie  fkdiity  hy  the 

4  property  owner  or  owners,  not  inchidizi;  poten- 

5  tisl  Tohmtazy  xemedial  measaret. 

6  **(B)  Li  devtlagang  its  reoomznendation,  the 

7  Comznonity  Woridng  Qrxjap  shall  oon&der  fietors 
^8  (ii)  through  (tu)  of  sobparagraph  (A),  and  the 
9  President  shall  give  substan^  weight  to  that  rec- 

10  onunendadon  where  oonsensos  is  reached,  or  lob- 

11  stantial  weight  to  the  views  of  the  affected  eonunn- 

12  nity  whtTt  the  Conmmnity  Working  Gronp  does  not 

13  reach  consensus  in  accordance  with  section  117(g). 

14  ^(C)  AH  infozmation  eonsidered  ^  the  Tna- 

15  dent  in  evaluating  reasonably  anticipated  ftiture  land 

16  nses  nnder  this  paragr^h  shall  be  included  in  the 

17  administrative  record  under  section  113(k). 

18  *'i3)  Afpbopblliz  btivfdtaTi  .acnoN.— (A) 

19  The  President  shall  identify  and  select  an  ^pro- 

20  priate  reme^  that  prevents  eq>osures  in  excess  of 

21  protective  concentration  levels  established  nnder  sob- 

22  section  (d)  by  haTwTinTig  the  fbBowing  factors: 

23  ^(i)  The  effectiveness  of  the  reme^,  in- 

24  eluding  its  implementabiliQr. 
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1  ''(ii)  The  lon^-tenn  rdiibility  of  the  Tcm-' 

2  '  ed7,  that  Is,  its  eapftbHity  to  achieve  hng-ienn 

3  .  protection  cf  Imznan  health  wad  ^at  curiran- 

4  inezit  eozuddexizi^  tht  prefereace  tor  trefttzsezxt 

5  of  hot  ^>ott. 

6  ''Cm)  Aisj  thort-tenn  xisk  poeed  hj  the  im- 

7  plementation  of  the  rtnady  to  the  affected  oom- 

8  inmiity,  to  those  engaged  in  the  elesnnp  cfEbrt, 

9  and  to  the  enviromnent. 

10  "iiv)  The  aeeeptabOi^  of  the  remedj  to 

11  the  affected  eonmmnity. 

12  "(v)  The  reasonableness  of  the  eost  of  the 

13  remedy. 

14  "(B)  Hot  spots.— The  fbBowing  shall  Kppiy  to 

15  the  remediation  of  hot  ^ots: 

16  ''(i)  For  pQjposes  of  this  section,  the  term 

17  'hot  spot'  means  a  discrete  area  within  a  Polity 

18  that  contains  hazardous  aabstanees,  polhitants 

19  or  contaminants  that  are  present  in  hig^  eon- 

20  oentrations,  are  hig^y  mobile,  or  eannot  be  rdi- 

21  ably  contained,  that  would  present  a  ngnificant 

22  risk  to  hunan  health  or  the  environment  shoald 

23  exposure  oocar.  The  Freadent  shall  develop 

24  'guidelines  fbr  the  identification  of  hot  ipoti. 

25  Such  guidelines  shall  recommend  appropriate 
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1  field  izivestigations  thit  jnH  not  require  eilraor> 

2  dinazi^y  eomplex  or  eost^  measures. 

3  ^@)  Li  detenmnis^  in  appropriate  remedv 

4  •  fbr  hot  wpotMf  the  Frecdent  shall  oonsder  ^ 

5  tMctart  nnder  sobparagr^h  (A).  TTxth  respect 

6  to  the  &etor  in  daaae  (t),  the  Pendent  shall 

7  use  a  highifr  threshold  tar  evaluating  the  na- 
.  8  sonableness  of  costs  fbr  hot  spot  treatment  rel- 

9  ative  to  the  remediation  of  non*hot  spot  mate- 

10  rials. 

11  "(m)  The  Pre&dent  shall  select  a  reme<fy 

12  reqairin;  treatment  of  materials  constituting 

13  hot  spots  unless  an  ^^ropriate  treatment  tech- 

14  nology  is  imavailahle  or  Is  irulable  orfy  at  im- 

15  reasonable  cost  In  inch  inxtxnrtt,  the  Fresi- 

16  dent  shall  select  an  interim  containment  reme^ 

17  fbr  such  hot  ^ot  solgect  to  adequate  monitor- 

18  ing  and  puUie  reporting  to  ensure  its  continued 

19  integri^  and  shall  review  the  interim  contain- 

20  ment  remedy  in  accordance  irith  subsection  (e). 

21  \7hen  the  appropriate  treatment  technolog7  ^ 

22  comes  svailable,  as  detennined  by  the  ^esi- 

23  dent,  that  reme^  shall  be  eonsdered  in  accord- 

24  ance  with  this  section. 
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1  ^07)  KotwithfUndmg  iht  pretence  of  a 

2  hot  tpot,  the  Pendent  xnaj  aeleet  a  finil  eon- 

3  taiimsent  rezne^  far  hot  wpatM  at  ^•^^«  and 

4  TTiiT^iTig  sites  or  ■^^w^***'  fuSxtaet  mder  tite  fbl- 

5  lowing  drcnmstisoet:        —--•••• 

6  ^(I)  The  hot  ^>ot  is  imaB  nlatzFe  to 

7  the  orersH  ^dhnne  of  waste  or  eontamzna- 

8  tion  being  addressed,  the  hot  tpot  it  aot 

# 

'  9  readOy   identifisble   and   accessible,   and 

10  'without  the  pretence  of  the  hot  tpot  eon- 

11  taimnent  would  ha^e  been  telected  at  the 

12  appropriate  remedy  xmder  ttibparagrtph 

13  (A)  for  the  larger  body  of  waste  or  area  of 

14  contamination  in  which  the  hot  wpot  it  k>- 

15  eated. 

16  "(H)  The  Tolmne  and  area!  extent  of 

17  the  hot  tpot  is  cxtraordinazy  eompared  to 

18  other  facilities,  and  it  it  highly  nnSke^ 

19  dne  to  the  nze  and  other  eharaeteristiet  of 

20  the  hot  tpot  that  any  treatment  technology 

21  win  be  developed  that  eonld  be  hnple- 

22  mented  at  reasonable  eost 

23  "Where  final  containment  for  a  hot  tpot  is  selected, 

24  the  President  thall  publish  an  eq>lanation  of  the 

25  basis  for  that  decision. 
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10  ''(5)  Gekzsic  SE2IEDZES.— In  Older  to  stnazn- 

11  Hne  the  reme^  teleetiozi  process  and  to  fidiitate 

12  rapid  Toluntaiy  action,  the  President  shall  establish, 

13  taking  into  tccoont  the  fkcton  enumerated  in  para-' 

14  graph  (S)CA),  eost-tfiectzve  generic  remedies  for  eat- 

15  egories  of  facilitiei,  and  credited  procedures  that 

16  indude  community  invoKement  fbr  selecting  generic 

17  remedies  at  an  hidiridnal  fuSEty.  To  be  eligible  fbr 

18  aelection  at  a  fiuilityy  a  generic  remedy  shall  be  pro> 

19  .  tectzre  of  human  health  and  the  environment  at  tf»*» 

20  facility.  In  appropriate  eases,  the  Pkt&dent  asy  ae- 

21  lect  a  generic  xeme^  irithoot  considering  aHer- 

22  natives  to  the  generic  itmtdj, 

23  ^(6)    iNb-TlTdTlcauL    CONTBOLS.— "Whenever 

24  the  President  selects  a  remedial  actionirhich  relies 

25  on  restrictions  on  the  ixse  of  land,  water,  or  other  re- 
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1  aonrces  to  Achieve  protection  of  bnznan  beahh  and 

2  the  enriromnent,  the  P^e&dent  thiQ  tp^afy  the  aa- 

3  tore  of  the  TCstzieiions  Teq[aix^  to  adiSeve  nch  pro> 

4  /     tecdoni,  InehidiD^  TCstTsetumi  en  titf  penninble 

5  nies  of  landfprbhibxtionsonqpedfiedaetzntksi^on 

6  the  property,  restrictions  en  the  drilling  of' wells  or 

7  the  nse  of  gronnd  vater,  or  restridaons  on  the  «se 

8  of  surface  water,  and  may  cnsore  that  tach  restzie- 

9  tions  are  incorporated  into  r  hazardons  sabstanee 
10  aaseznent,  as  provided  hj  section  104(k).  In  xeview- 
li  '  ing  remedial  action  alternatives  which  would  nqoire 

12  the  nse  of  sach  restrictions  and  providing  pppor> 

13  tonity  for  pnblic  eomment  on  those  alternatives,  the 

14  President  shall  identi^jr  the  nature  of  any  Instxtn* 

15  tional  controls  that  woold  be  required  to  implement 

16  sach  restrictions,  known  or  antidpated  affected  per- 

17  sons,  the  likefy  duration  of  such  restrictions,  and  the 

18  anticipated  eosts  of  acquiring  any  appropriate  haz- 

19  ardous  substance  easements  and  enforcing  the  Mp- 

20  propriate  restrictions.**. 
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DEPARTMENT  OF  DEFENSE 
LEGISLATIVE  PROPOSAL 


OSD  OFnCE:  DUSD(ES)/ae3nup/BUlce  Vcldc/x79106 

Reviewed  by:  LtCol  Van  Ness,  OSD  OGOAAL  x44862 

STFR  TF.rr  OF  T^FnT^T-ATTON;  Tnumers  of  UnconniTrnn«Trd  Pfppeny 

T-FrTTSLATrvv  CFrnONBFTNOMnmnFT);  Secaoo  120(h)(4)(A)  (42U.S.C 
9620(h)(4)(A)) 

SFt-.TlONAL  ANALYSTS:   The  current  law  excludes  from  dean  parcel  dettrminanons  any 
property  where  hazardous  materials  were  stored  regardless  of  whether  or  not  there  arc  any 
releases.  T:di  provisions  has  excluded  many  residendal  areas  from  clean  parcel  desrminanons 
because  domestic  storage  of  hazardous  m^fi-rialt  such  as  paints  and  other  domestic  hazardous 
materials  are  typically  stored  for  more  than  one  year.  The  remaining  language  in  the  secdon  does 
not  affect  DoD's  obligadon  to  examine  and,  as  appropriate,  remediate  releases  of  hazardous 
materials. 

PROPn«;FD  T.FGT.CT.ATTVF  T-ANCTTACF:  Attached 

.TUSTTFTCATTON:      The  language  was  included  in  both  the  House  and  Senate  versions  of  the 
Superfund  Reform  Act  last  Gsngress  and  was  not  controversiaL  The  cuneni  round  of  base 
closures  will  be  adversely  affected  by  the  requirement.  Passage  of  a  new  biH  this  Congress  is 
expecud  but  not  before  the  final  detcxninadon  of  which  inCTaTlarinnt  will  be  included  on  this 
round  of  BRAC 

Problemr  Secdon  12(Xh)(4)(a)  of  CRCLA  requires  a  detailed  investigaiion  of 

contaminadon  pit^pernes  before  they  can  be  determined  eligible  for  designanon  as 
"uncontaminated."  The  current  law  requires  DoD  to  condua  these  studies  on  propaty  where 
hazardous  Tn-»fcr;«u  were  stored  for  one  yesr  or  more.  This  includes  residendal  areas  and  areas 
where  there  is  no  evidence  of  any  release;.  For  example,  residential  hotising  or  commissaries 
would  reqtcre  these  invesdgadons  because  domesnc  producs  are  cstisidered  hazardous 
substances.  This  restricts  DoD's  ability  to  transfer  uncontaminated  propaty  while  exhaosdve 
studies  conflim  there  were  no  domessc  releases  of  hazardous  subsances. 

Expected  Trr!pii.'v~!n;rr  DoD  wiH  be  able  to  fadliiatB  transfer  of  residential  and  some 

coQuaerdal  areas  of  dosing  installanons  tsore  expeditioasly. 


BUDGET  IMPACT:  WHl  save  DoD  some  costs  associated  with  preparing  120(h)(4)(a) 
analyses  for  BRAC  9S  Savings  will  be  primarily  fimo  ability  to  transfer  portions  of  dosing 
instaUanons  in  a  more  timdy  maooer. 

Section  sxc  TRANSFERS  OF  UNCONTAMINATED  PROPERTY. 

Sccaon  120(h)(4)(A)  (42  U.S.C  9620(h)(4)(A))  is  amended  by  striking  "stored  for  one 
year  or  more,*  in  the  first  vnTrncc. 
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DEPARTMENT  OF  DEFENSE 
LEGISLATIVE  PROPOSAL 

OSD  OFFICE:  DUSDCESVOeanup/Blake  Veldc/x71015 

Reviewed  by:  Col  Van  Ness  OSD  OGOA&L  x44862 

SUB.TECT  OF  LEGISLATION;  Long-term  Leases 

LEGISLATIVE  SECTION  BEING  MODIFIED:  Section  120(h)(3)  of  the  Comprehensive 
Environmental  Respond  Compensation  and  Liability  Act  of  1980,  as  amended  (42  U.S.C. 
9620(h)(3). 

SECTIONAL  ANALYSIS;  120(h)(3)  Contents  of  certain  deeds.  -  Af'.er  the  last  day  of  the 

6-month  period  beginning  on  the  effective  date  of  regulations  under  pangniph  (2)  of  this 
subsecdon,  in  the  case  of  any  real  property  owned  by  the  United  States  on  which  any  hazardous 
substance  was  stored  for  one  year  or  more,  known  to  have  been  released,  or  disposed  of.  each 
deed  entered  into  for  the  oansfer  of  such  property  by  the  United  States  to  any  other  person  or 
endty  shall  contain  — 

(A)  to  the  extent  such  im'ormanon  is  available  on  the  basis  of  a  complete  search  of 
agency  files  — 

(i)  a  nodes  of  the  type  and  qiundty  of  such  hazardous  substances, 

(ii)  nodce  of  the  time  at  which  such  storage,  release,  or  disposal  took  place,  and 

(iii)  a  descripdon  of  the  remedial  action  taken,  if  any; 

(B)  a  covenant  warranting  that — 

(t)  all  remedial  action  necessary  to  protect  human  health  and  the  enviroimient 
with  respect  to  any  stich  substance  remaining  on  the  property  has  been  taken  before  the  date  of 
such  transfer,  and 

(il)  any  addidonal  remedial  action  found  to  be  necessary  after  the  date  of  such 
transfer  shall  be  conducted  by  the  United  States. 

(C)  a  clause  granting  the  United  States  access  to  the  property  in  any  case  in  which 
remedial  acdon  or  corrccdve  acnon  is  found  to  be  necessary  after  the  date  of  such  transfer. 

¥be  (D)  None  of  the  requiremena  of  this  subsection  shall  apply  in  any  case  in  which 
the  transfer  of  such  property  occurs  by  means  other  than  deed,  including  lease,  license,  or 
other  conveyance  where  the  United  States  remains  the  owner,  nor  shall  the  requirements  of 
subparagraph  (B)  shall  not  apply  in  any  case  in  which  the  person  or  endty  to  whom  the  property 
is  transferred  is  a  potendally  responsible  party  with  respca  to  such  real  property. 
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For  the  purposes  of  subparagraph  (B)(i),  all  remedial  action  described  in  such 
subparagraph  has  been  taken  if  the  construction  and  installation  of  an  approved  remedial  design 
has  been  completed,  and  the  remedy  has  been  demonstrated  to  the  Administrator,  to  be  operating 
properly  and  successfully.  The  canying  out  of  long-terra  pumping  and  treating,  or  operadon  and 
maintenance,  after  the  remedy  has  been  demonstrated  to  the  Administrator,  to  be  opcradng 
properly  and  successfully  does  not  preclude  the  transfer  of  the  property. 

PROPOSED  LEGISLATIVE  LANGUAGF:  Attached 

JUSlll-lCATTON:  Remedial  Actions  may  take  several  years  to  constma  and  be  shown  to  be 
opcniung  properly  and  successfully.  This  amendment  confirms  that  DoD  may  enter  into  long- 
term  (or  other)  leases  while  any  phase  of  cleanup  is  ongoing.  The  amendment  overturns  the 
recent  Federal  Distria  Court  decision  (CLF  v.  U.S.  Air  Force)  at  Pease  Air  Force  Base  that 
questioned  DoD's  authority  to  enter  into  long-term  leases  before  remedial  action  has  been  taken. 
Without  this  amendment,  DoD's  authority  to  enter  into  leases  at  closing  bases  would  remain  in 
doubt. 


"SEC  2809.  Clarification  of  coveoant  applicatioa  to  leases. 

Section  120(h)(3)  of  the  Comprehensive  Envirormiental  Response  Compensation  and  Liability 
Act  of  1980,  as  amended  (42  U.S.C  9620(h)(3))  is  amended,  at  the  full  paragraph  after 
subparagraph  (Q  by  striking  The"  and  "shall  not",  from  the  first  sentence  and  inserting  the 
following  to  begin  the  paragraph: 

"(D)  None  of  the  requirements  of  this  subsection  shall  apply  in  any  case  in  which  the 
transfer  of  such  property  occurs  or  has  octmired  by  means  other  than  a  fee  simple  deed  or  the 
equivalent,  nor  shall  the". 
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DEPARTMENT  OF  DEFENSE 
LEGISLATIVE  PROPOSAL 

OSD  OFFTCE;  DUSD(ES)/aeanup/Blake  Vddc/x71015 

Reviewed  by:  Col  Van  Ness  OSD  OGOA&L  x44862 

SUB.TECT  OF  LEGISLATION:   EPA  Deferral  of  120(h)(3) 

LEGISLATIVE  SECTION  BEING  MODIFIED;  Section  120(h)(3)  of  the  Comprehensive 
Enviroomenui  ResDOose  Compensaiion  and  Liability  Act  of  1980,  as  amended  (42  U^.C 
9620(h)(3). 

SECTIONAL  ANALYSIS;  Allows  EPA  or  a  statt  to  defer  the  Superfund  (Comprehensive 
Environmental  Response  Compensauon  and  Liability  Act  of  1980.  as  amended).  Section 
120(h)(3)(B)(i)  determination  if  an  agreement  between  DoD  and  the  potendal  buyer  has  been 
entered  into  and  appropriate  meastires  will  be  tmdertaken  asstihng  future  remedial  acdon.  if 
necessary.  This  determination  requires  the  completion  of  all  remedial  acdon  (cleanup)  before 
DoD  can  transfer  property  at  closing  bases. 

120(h)(3)  Contents  of  certain  deeds.  —  After  the  last  day  of  the  6-month  period  beginning  on 
the  effecdve  date  of  reguladons  under  paragraph  (2)  of  this  subsecdon.  in  the  case  of  any  real 
property  owned  by  the  United  States  on  which  any  hazardous  substance  was  stored  for  one  year 
or  more,  known  to  have  been  released,  or  disposed  of,  each  deed  entered  into  for  the  transfer  of 
such  property  by  the  United  States  to  any  other  person  or  endty  shall  contain  — 

(A)  to  the  extent  such  information  is  available  on  the  basis  of  a  complete  search  of 
agency  files  — 

(i)  a  nodce  of  the  type  and  quandty  of  such  hazanlous  substances, 

(ii)  nodce  of  the  time  at  which  such  storage,  release,  or  disposal  took  place,  and 

(iii)  a  descripdon  of  the  remedial  action  taken,  if  any; 

(B)  a  covenant  warranting  that — 

(i)  all  remedial  ocdon  necessary  to  protect  human  health  and  the  environment 
with  respect  to  any  such  substance  remaining  on  the  property  has  been  taken  before  the  date  of 
such  transfer,  and 

(il)  any  addidonai  remedial  acdon  found  to  be  necessary  after  the  date  of  such 
transfer  shall  be  conducted  by  the  United  States. 

(Q  a  clause  granting  the  United  States  access  to  the  property  in  any  case  in  which 
remedial  acdon  or  correcdve  acdon  is  found  to  be  necessary  after  the  date  of  such  transfer. 
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(D)  the  requirements  of  subparagraph  (B)  shall  not  apply  in  any  case  in  which  the  person 
or  entity  to  whom  the  property  is  transferred  is  a  potentially  responsible  party  with  respect  to 
such  real  property. 

(E)  The  Administrator,  or  the  Governor  of  the  affected  staxe  for  facilities  not  listed  on 
the  National  Priorities  List,  may  defer  the  requirements  of  subsection  (B)  upon  determination 
that  the  property  is  suitable  for  transfer,  and  the  contract  for  sale  or  transfer  between  the 
United  States  and  any  other  person  or  entity  contains  assurances  that  releases  caused  by  the 
United  States  will  be  otherwise  addressed  pursuant  to  this  section. 

For  the  purposes  of  subparagraph  (B)(i),  all  remedial  action  described  in  such 
subparagraph  has  been  taken  if  the  conscuction  and  instailadon  of  an  approved  remedial  design 
has  been  completed,  and  the  remedy  has  been  demonstrated  to  the  Administrator,  to  be  opcradng 
properly  and  successfully.  The  carrying  out  of  long-term  pumping  and  treating,  or  operation  and 
maintenance,  after  the  remedy  has  been  demonstrated  to  the  Administrator,  lo  be  operating 
properly  and  successfully  docs  not  preclude  the  transfer  of  the  property. 

PROPOSED  LEGISLATTVE  LANGUAGE;  Attached 

JUSllt-  tC.\TION:   Remedial  Acdons  may  take  several  years  to  complete  and  to  demonstrate 
their  effectiveness.  This  amendment  allows  DoD  to  enter  into  an  agreement  with  prospective 
purchasers  and  the  regulator  to  assure  all  remedial  acdons  will  be  undertaken  by  DoO  after 
transfer.  This  agreement  is  similar  to  purchase  agreements  private  parties  can  enter  into  to 
transfer  cleanup  liability  with  the  addidonal  protection  of  regulator  concurrence.  Without  this 
amendment,  base  closing  transfers  are  impeded. 


SECTION  2810.  CONTENTS  OF  CERTAIN  DEEDS  AND  LEASES 


"Secdon  120(h)(3)  of  the  Comprehensive  Environmental  Response  Compensation  and  Liability 
Act  of  1980 .  as  amended  (42  U.S.C  9620(h)(3))  is  amended: 

The  Administrator,  or  the  Governor  of  the  affected  state  for  facilities  not  listed  on  the  National 
Priorities  List,  may  defer  the  requirements  of  subsection  (B)  upon  determination  that  the  property 
is  suitable  for  transfer,  and  the  contract  for  sale  or  transfer  between  the  United  States  and  any 
other  person  or  entity  contains  assurances  that  releases  caused  by  the  United  States  will  be 
otherwise  addressed  pursuant  to  this  section. 


on  ^  CO     Qft  _  1  O 
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Sec. .  ENVIRONMENTAL  RESTORATION  "ISANSrER  ACCOUNTS. 

(a)  Sccrion  2703  of  ride  10  Uniisd  Sates  Codr  isTcvlsed  to  read  is  follows: 
Sec  2703.  ENVIRONMENTAL  RESTORATION  TRANSFER  ACCOUNTS. 

(a)  ESTABLISHMENT  OF  TRANSFER  ACCOUNTS.- 

(1)  ESTABUSHMENT.-Thcre  is  hereby  tsablishrd  in  the  Deparsnent  of 
Defense  and  in  each  of  the  .Miliary  Dcpanmenis,  an  account  to  be  known  as  the  T-Twironinental 
Rcstoradon  Account"  (hereinafter  in  this  secaon  referred  to  as  the  "nransfcr  accounts'^.  All  juna 
appropriated  to  carry  out  Lhe  functions  of  the  Sccrary  of  Defense  and  the  Sectaries  of  the 
Miliary  Departments  relating  to  environiDctual  restoration  under  this  chapter  or  any  other 
provision  of  law  shall  be  appropriated  to  their  respective  transfer  accounts. 

(2)  REQUIRE.MENT  OF  AUTHORIZATION  OF  APPROPRIATIONS.-  No 
funds  may  be  appropriated  to  the  s^nsfer  accounts  unless  such  suns  have  been  specifically 
authorized  by  law. 

(3)  AVAILABELITY  OF  FUNDS  IN  TRANSFER  ACCOUNTS.-  Amounts 
appropriated  to  the  transfer  accounts  shaii  remain  available  tanil  nansfcrred  under  stibsecaon  (b). 

(b)  AUTHORITY  TO  TRANSFER  TO  OTHER  ACCOUNTS.-  Amounn  in  their 
respective  transfer  accounts  shall  be  available  to  be  gansfeiied  by  the  Setretsiy  of  Defense  or  the 
Secretaries  of  ±e  Military  DepartzDents  to  any  uppimviarinn  jccount  or  fund  of  their 
Departments  for  obligarion  fiom  that  account  or  f\^'i  to  which  transferred. 

(c)  OBLIGATION  OF  TRANSFERRED  AMOUNTS.-  Funds  transfeard  under 
subsection  (b)  may  only  be  obligated  or  cx^truded  Hum  the  ■'•'•^"'t  or  fimd  to  wiiich  nnsfared 
in  order  to  carry  out  the  fiincdons  of  the  Secieary  of  Defense  or  the  Secretaries  of  the  Military 
Departments  under  this  chapter  or  envirotuneaal  icajuudcn  funcotms  usder  any  other  provision 
of  law. 

(d)  BUDGET  REPORTS.-  In  proposing  tis  Budget  for  any  fiscal  yesr  pursuant  to 
section  1102  of  ritle  3 1.  the  President  shall  set  fbrth  separately  the  azDoonts  requessed  for 
environmental  restoration  programs  by  the  Dqanment  of  Defense  and  the  Mnitsry  Depaimtents 
Qoder  this  chapter  or  any  other  Act. 

(c)  AMOUNTS  RECOVERED  UNDER  CERCUL-Amoants  recovered  tinder  section 
107  of  CERCLA  for  response  actions  of  ±e  Secretary  of  Defense  or  t  Secreory  of  a  Military 
Department  shall  be  credited  to  their  respecrive  transfer  account. 

(f)Reference  to  the  "Defense  Environmental  Restoration  Account"  elsewhere  in  ±e  law 
shall  be  construed  as  referring  to  the  "Environmentai  Restoranon  Account"  of  the  Department  of 
Defense  and  each  of  the  Military  Departments. 
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DEPARTMEirr  OF  OEFENSZ 
LSGZSUVTIVi:  PROPOSAL 

OSD  omcs:   DUSD  (ES) /Program  Integration/Charlie  Wood/x7101S 
Reviewed  by:   LtCol  Van  Ness  OSD  OGC/A&L  x448  62 

SUBJSC?  or  LZGISLATIOK:   Environmental  Resr oration  at  locations 
affectea  Joy  Base  Realignment  and  Closure  actions  by  the  1995 

Commission. 

LSGISLATIVS  SSCTIOH  BEXyG  MODinZD:   Section  2906(e)  of  the  Base 
Realignment  Act  of  1990 

SECTIONAL  ANALYSIS:   The  Current  section  of  the  Base  Realignment 
and  Closure  Act  of  1990  prohibits  the  use  of  any  funds  other  than 
the  3RAC  Account  for  Environmental  Restoration  at  bases  affected 
by  the  BRAC  Commission .   The  President's  budget  is  presented  to 
the  Congress  before  the  Department  nominates  the  bases  for 
realignment  and  closure.   E.ivironmental  restoration  funds  for 
bases  not  currently  under  BRAC  actions  are  included  in  the  DERA 
budget  request.   The  current  prohibition  precludes  the  use  of 
budgeted  DERA  funds  in  FY  1996  for  those  bases  affected  by  the 
BRAC  Commission  in  1995.   This  section  would  modify  the  existing 
legislation  in  order  to  correct  that  problem.   It  would  allow  the 
use  of  DERA  at  affected  locations  to  fund  only  those 
environmental  activities  for  which  DERA  would  have  been  used 
without  action  by  the  BRAC  Commission.   Other  environmental 
requirements  would  have  to  be  funded  from  the  BRAC  account. 

PROPOSES  LSGISLATIVS  LANGUAGS;   Attached 

JPSTITICATION ;   Problem:  Existing  law  prohibits  budgeted  fxinds  in 
DERA  from  being  used  for  their  intended  purpose  on  bases  affected 
by  the  1995  BRAC  Commission.   The  MilCon  Appropriations  have 
traditionally  identified  a  floor  in  the  BRAC  appropriations  for 
use  on  environmental  restoration  activities.   Consequently,  funds 
requested  for  other  purposes  in  BRAC  are  precluded  from  their 
intended  use  by  the  earmarjcing  for  environmental  activities .   The 
effect  of  both  actions  is  to  delay  the  return  of  the  bases  for 
civilian  use,  and  the  opportunity  for  contamination  to  spread 
further  and  cost  more  to  clean  up  in  the  long  run. 

Ex-oected  Improvement;   Contracting  procedures  for  restoration 
activities  would  continue  as  planned  for  in  the  DERA  budget. 
Contracting  procedures  would  not  be  affected  because  of  a  chamge 
in  fund  source  cuid  the  DoD  Chain  of  command  would  have  a  full 
year  to  transfer  the  management  of  environmental  restoration  at 
the  affected  bases  from  DERA  to  BRAC  personnel  and  procedures. 

BPDGS?  IMgACT:   There  should  be  no  change  in  the  amount  of  funds 
required;  the  legislation  only  affects  the  source  of  funda. 
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History.   Secrion  2327  of  the  National  Defense  Authorization  Act 
for  Fiscal  Yeaxs  1992  and   1993  (PL  102-190,  Decesiber  5,  1991;  105 
STAT.  1551)  designates  the  BRAC  accovints  as  the  sole  source  of 
funds  for  environmental  restoration  and  mitigation  at  closing 
installations.   Prior  to  that  Act,  the  Department  could  use 
either  BRAC  or  DERA  funds  for  restoration  at  closing  bases. 
Congress  initiated  the  change  due  to  the  fear  that  if  the 
Departnent  was  cleaning  bases  on  a  "worst  first'  basis  using 
DERA,  that  the  BRAC  bases  might  not  compete  well  enought  to  be 
cleaned  up  quick  enough  to  encourage  reuse  (or  resale,  at  that 
time) .   There  was  additional  concern  that  the  BRAC  account  should 
include  all  costs  relative  to  closing  the  bases,  and  that 
accelerated  cleanup  belonged  as  one  of  these  costs. 

Current  Situation.   Most  compliance  costs  at  closing  bases 
continue  to  be  funded  from  the  Components'  operations  funds. 
That  is  because  most  of  the  compliance  costs  are  to  ensure  that 
base  operations  continue  to  comply  with  applicable  laws  and 
regulations .   Only  the  portion  of  compliance  that  concerns 
closing  a  facility,  or  cleetning  facilities  prior  to  transfer, 
would  relate  to  the  closure  action;  and  therefore  be  funded  in 
the  BRAC  account.   That  portion  of  corcpliein -le  funding  is  included 
in  the  Cost  of  Base  Realignment  Action  (COBRA)  model  and 
therefore  should  be  in  the  BRAC  IV  wedge.   Additionally,  it  is 
not  necessary  to  fund  most  of  those  actions  during  the  first  year 
subsequent  to  the  closure  announcement. 

Cleanup,  on  the  other  hand,  is  funded  entirely  in  DERA. 
There  are  no  restoration  costs  included  in  the  COBRA  model,  and 
consequently,  no  restoration  costs  are  included  in  the  BRAC  95 
wedge  provided  to  the  Hill.   The  Depaxtment  developed  section 
2807  of  the  draft  MilCon  Authorization  Bill  to  address  this 
problem.   In  the  past,  paxtic^llaxly  in  BRAC  91  and  BRAC  93,  there 
were  no  funds  included  in  the  BRAC  wedge  for  cleanup .   In  BRAC 
91,  the  Department  had  to  move  funds  from  other  cireas  to 
environment  in  the  BRAC  appropriations  in  order  to  fund  any 
actions  in  FY  1992  until  the  end  of  the  year  when  Congress 
enacted  the  FY  1992  Supplemental.   In  BRAC  93,  the  MilCon 
Appropriations  Act  for  FY  1993  set  a  floor  of  $2  00  million 
specifically  for  environmental  restoration,  from  the  amounts  the 
Depsurtment  had  identified  in  the  BRAC  wedge.   However,  other, 
non-environmental  actions  'were  delayed  because  of  moving  these 
funds  to  environmental  restoration. 
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cEonsiscent  wirh  the  definition  for  a  military  construction 
rproject  in  section  2801(b)  by  removing  the  portion  of  section 
.2805(a) (1}  that  is  inconsistent  with  section  2801(b).   All  othe: 
rprovisions,  including  the  monetary  limitation  on  minor 
-ccnstruction,  are  unaffected. 

! 
Cl3iTifzca.i:d.on  of  fxtndir.g  for   environmencal  restoration  a.t.  ' 

Jja3Za21a.z±oa3   to  be  closed   or  realigned    (aec.    2307} 


Environmental  restoration  at  bases  selected  for  closure  oz 
^realignment  as  the  result  of  BRAC  95  is  restricted  to  the  3ase 
IRealignment  and  Closure  (BRAC)  account  as  the  source  of  fur.dinc 
rSnvironmental  restoration  costs  for  Fiscal  Year  19 9S  at  those  ' 
ibases  were  submitted  in  the  President's  budget  for  Fiscal  Year  ~ 
:Z99€  as  part  of  the  Defense  Environmental  Restoration  Account 

(DERA) ;  the  recommendations  from  the  1995  BRAC  Commission  will 
-not  be  final  until  September  1995  and  the  Fiscal  Year  199S 
ibudget  was  submitted  in  February,  1995.   This  provision  permits 

the  environmental  cleanup  at  installations  selected  for  closure 
pursuant  to  BRAC  95  to  be  funded  from  the  DERA  account  far 
Tiscal  Year  199S  only.   After  Fiscal  Year  199S,  environmental 
restoration  must  be  fxinded  from  the  BRAC  accoxint. 

Xon tracts  for  cerca.in  services   at  inscsllaclons  being  closed 
isec.    2803)  . 

P-L.  103 -ISO,  Section  2907,  authorized  the  Secretary  to 
■obtain  certain  caretaker  services  from  local  governments  at 
installations  being  closed.   As  written,  however.  Section  2907 
requires  the  use  of  a  standard  government  contract  executed  in 
accordance  with  applicable  procurement  laws  amd  regulations . 
liOcal  governments  are  reluctant,  and  in  some  cases  have  refused, 
xo  enter  into  such  standard  government  contracts. 

The  proposed  legislation  authorizes  the  use  of  less  formal 
•agreements  with  local  governments  while  still  protecting  the 
Government's  interests,  thereby  providing  the  military 
•departments  with  the  maximum  degree  of  flexibility  in  obtaining 
caretaker  services  at  closing  installations  during  the 
"transition  from  military  to  civilian  use.   The  primary  benefit 
is  the  ability  to  obtain  caretaker  services  by  the  most 
•practical  and  cost  effecti'v^- means. 

rZ cirifi. ca ti on  of   covenants  applicable   to  leases    (aec.    2809) 
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1  (2)  a  withia-scope  modification  to  a  contnctiftheiscrease  in  cost  is  approved 

2  by  the  Secretary  concezned,  and  the  Secretary  concemed  promptly  submits  wtitun 

3  notificatioa  of  the  £u»  relating  to  the  proposed  increase  in  cost  to  the  appropriate 

4  committees  of  Congress." 

5  SEC2806-CLARIFICATION  OF  UNSPECIFIED  MINOR  CONSTRUCTION 

6  AUTHORITY 

7  The  last  sentence  of  Subsection  280S(aXl)  of  title  10.  United  States  Code,  is  amended 

8  by  strildng  out  '(I)  that  is  for  a  single  tmdertaidng  at  a  military  installation,  and  (2)". 

9  Subtitle  B 

10  Base  Closure  &  Realignment  and 

11  Environment 

12  SEC  2807.  CLARIFICATION  OF  FUNDING  FOR  ENVIRONMENTAL 

13  RESTORATION  ACnvmES  AT  INSTALLATIONS  TO  BE  CLOSED  OR 

14  REAUGNED. 

15  Section  2906(e)  of  the  Defense  Base  Cosure  and  Realignment  Act  of  1990  (pan  A 

16  of  title  XXK  of  Public  Law  101-510;  10  U.S.C  2687  i»te,  as  amended)  is  amended  to 

17  read  as  follows— 
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1  "(e)  ACCOUNT  EXCLUSIVE  SOURCE  OF  FUNDS  FOR  ENVIRONMENTAL 

2  RESTORATION  PROJECTS.- 

3  (1)  Except  for  funds  deposited  into  the  nrfoiint  under  subaection  (a),  md  except  as 

4  provided  in  pazagnph  (2\  funds  appropristed  to  the  Depanment  of  Defense  may  iMt  be 

5  used  for  purposes  described  in  section  2905(aX  I XQ-  The  prohibition  in  this  subsection 

6  shall  expire  upon  the  tenninationoftfaeSecictaiy'sauthohty  to  cany  out  a  closure  or 

7  realignment  under  this  part. 

8  (2)  Funds  in  the  Defence  Enviroiunental  Restoiation  Account  established  under 

9  section  2703(a)  of  title  10.  United  Statts  Code,  may  be  used  in  Fiscal  Year  1996  for 

10  environmental  restoration  activides  for  installations  approved  for  closure  or  mlignmrnt 

11  under  the  authority  of  this  Act  in  199S." 

12  SEC  2«08.  CONTRACTS  FOR  CERTAIN  SERVICES  AT  INSTALLATIONS 

13  BEING  CLOSED. 

14  a.  Subsection  204(b)  of  the  Defense  Authorization  Amendments  and  Base 

1 5  Closure  and  Realignment  Act  (Public  Law  1 00-526;  1 0  U^.C  2687  note)  is  amended 

16  by  deleting  the  language  at  subparagraph  (8XA)  and  iw^-ning  in  lieu  thereof: 

17  "(8XA)  Subject  to  subparagraph  (Q,  the  Secretary  may  enter  into  agreements, 

18  inducing  hut  not  limitgri  tn  enntragw,  cftnp«»rwfw  «gT>«tn«mTt  r^  nthtf  Brrmgrmmtj 

- 19  for  reimbursement,  with  local  govenunents  for  the  provision  of  police  or  security 

20  services,  fire  protection  services,  airfield  operation  services,  or  other  community 

21  services  by  such  govermnests  at  military  installations  to  be  closed  under  this  dtle  if  the 


356 
I 


orpriRiBt-ent  with  the  definition  for  a  military  conatmction 
T>roject  in  section  2801  (b)  by  removing  the  portion  of  section 
.2805 (a) (1}  that  is  inconsistent  with  section  2801(b).  All  other 
rprovisions,  including  the  monetary  limitation  on  minor 
rconstruction,  are  xinaffected. 

ClajriflcaLtioa  of  funding  for  environmental  restoration  at 
■  ingralJations  to  ber  closed  or  realigned  (aec.   2807} 

Environmental  restoration  at  bases  selected  for  closure  ox 
-realignment  as  the  result  of  BRAC  95  is  restricted  to  the  Base,'. 
Realignment  and  Closure  (BRAC)  account  as  the  source  of  fundinc 
TEnvironmental  restoration  costs  for  Fiscal  Year  1996  at  those 
ibases  %iwre  submitted  in  the  President's  budget  for  Fiscal  Year 
11996  as  part  of  the  Defense  Environmental  Restoration  Account 
.(DERA)  ;  the  recommendations  from  the  1995  BRAC  Commission  will 
-not  be  final  until  September  1995  and  the  Fiscal  Year  1996 
iudget  was  submitted  in  February,  1995.   This  provision  permits 
the  environmental  cleanup  at  installations  selected  for  closure 
pursuant  to  BRAC  95  to  be  fiinded  from  the  DERA  account  for 
Fiscal  Year  1996  only.   After  Fiscal  Year  1996,  environmental 
restoration  must  be  funded  from  the  BRAC  account. 

JZonZTaczs  for  cerca.in  aervicss  at   installations  being  closed 
Caec.    2808)  . 

P.L.  103-160,  Section  2907,  authorized  the  Secretary  to 
"Obtain  certain  caretaker  services  from  local  governments  at 
installations  being  closed.   As  %nritten,  however.  Section  2907 
xequires  the  use  of  a  standard  government  contract  executed  in 
accordance  with  applicable  procurement  laws  and  regulations. 
Xocal  governments  are  reluctant,  and  in  some  cases  have  refused, 
Xo  enter  into  such  standard  government  contracts. 

The  proposed  legislation  authorizes  the  use  of  less  formal 
.'agreements  with  local  governments  while  still  protecting  the 
Government's  interests,  thereby  providing  the  military 
"departments  with  the  maximum  degree  of  flexibility  in  obtaining 
caretaker  services  at  closing  installations  during  the 
transition  from  military  to  civilian  \ise.   The  primary  benefit 
is  the  ability  to  obtain  caretaker  services  by  the  most 
-practical  and  cost  effective  means. 

narification  of   covenants  applicable   to  leases    (sec.    2809) 
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1  "(e)  ACCOUNT  EXCXUSrVE  SOURCE  OF  FUNDS  FOR  ENVIRONMENTAL 

2  RESTORATION  PROJECTS.- 

3  (I)  Except  for  fiiads  deposited  iootfae  account  under  sobaecdan  (a),  aad  except  IS 

4  provided  in  pazagiaph  Q\  funds  apprapriaxad  to  the  Deparanect  of  Defesae  may  not  be 

5  used  for  purposes  desaibed  in  9ecdon290S<aXlXQ-  The  prohibiiioo  in  this  subsection 

6  shall  expire  upon  the  tennisation  of  the  Secretary's  authority  to  cany  out  a  closure  or 

7  reabgnment  under  this  part. 

I  (2)  Funds  in  the  Defense  Envinnnnestal  Restoration  Account  ■'t«M;«Ki^  htk^it 

9  section  2703(a)  of  title  10,  United  States  Code,  may  be  used  in  Fiscal  Year  1996  for 

10  enviiuuninital  restoration  activities  for  installatians  approved  for  closure  or  realignment 

11  under  the  authority  ofthis  Act  in  1995.* 

12  SEC  2808.  CONTRACTS  FOR  CERTAIN  SERVICES  AT  INSTALLATIONS 

13  BEING  CLOSED. 

14  a.  Subsection  204(b)  of  the  Defiase  Antfaorization  Amendments  and  Base 

15  nnmr^  *nA  V^V,gnmmnt  Art  (PtiMie  T-«w  inO-T?^-  10  Tl  g  P  ?«?  n«t>)  j,  amiTiH*^         ,t. 

16  by  deleting  the  language  at  subparagraph  (8XA)  axal  inserting  in  lieu  thereof:      :.--!.•%.- 
^17     -  "(8XA)  Subjea  to  snbparagta^(C),  the  Secretary  may  enter  into  agreements,  f;^?; 

If       ..    -vv       nMilTiitttig  hat  imt  IfmitM  tn  <srtw»g»t,  ennpiTtfiw.  mpi—m^r^  Tfl'ThrT  anwn£Tltlf  lltl      -'4 

'19  '__■  forretmbtii  wiiieut,  with  local  guveiuuientsfbrtfaeprovisiopof  poUceoraecutity  -■/,--^^'' 

20  services,  fire  protectian  services,  airfield  opezation  aervioei,  or  other  coennunity    '.-,%-;: 

21  agfvieM  hy  rac*i  gnwiiiiitwiU  t  miHtfy  m<f  lltinw  fn  ho  ^\nm^  titi.4^ttrif  tt«l*  if  th* 
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'  I  StLitXuy (tfif iiiiiDca that ifae ptovisoo of sucfa aervioes mder such ■greexoenti is ia tbe 

2  best  interests  of  tbe  Dqwtama  ofDefiaae."  •  .-.-.--._-.:.....,.; 

4  goaure  md  Rralignmrnt  Act  of  1990  (Public  L«w  100-526;  10  UAC  2687  note)  is 

5  tmm]rt\  by  deleting  the  Imguege  a  subpTtgraph  (>XA)  sad  imating  in  lieu  tfaereof: 

6  '(8XA)  Subjea  to  subpangnph  (Q,  tbe  Secretny  may  enter  into  igreements,  jwrlivimg 

7  but  not  1""'*-^  to  cuimifTt,  coopezative  sgreements,  or  otfaer  mngemstts  for 

S  Tcimbunemeni.  with  local  guvmiiiw  iilt  fat  the  provision  of  police  or  security  services. 

9  fire  protection  services;,  aiifield  opermon  services,  or  otfaer  community  services  by  such 

10  governments  at  military  installations  to  be  closed  lader  this  title  if  tbe  Secretary 

11  Ai^frmirn^  tha*  thg  pmviqnn  nfmeit  <fTvieg«  trntifr  nirJi  mgntmnnrt  i<  in  rii^  ht^ 

12  interests  of  tbe  Department  of  Defense.' 

13  SEC  2809.  ClarificatioB  of  coveaaat  appUcatioB  to  leases. 

14  Section  120(hX3)  of  tbe  ComprefacBsive  EnviromDeatil  Response  Compensation  and 
12  Liability  Act  of  1980.  as  amended  (42  U.S.C9620(hX3))  is  amended,  at  tbe  fiiU 

16  paragr^b  after  siibparagra;A(C),  by  aiikiDg''Tlie"  and  *iballootr,fiom  tbe  first 

17  lentetice  and  inserting  the  fi>Uowing  to  begin  the  pangnidi:    '  -  -         -  -^  -  '-'-■ '~'    ' '-; 

15  -  "None  oftfaeiemiitgneoisoflfabaufaaectioariiall^iply  in  any  case  inwfaicb  tbe    ' .} 

19  rT^"' '.        tnnsfer  of  sucinaupcrty  occnta  or  MS  w  I  iiiibu  by  means  ocfacrtfaaoB  fee  sunple  deed 

20  ortbeeqaivalcat,nardiaIIdte-^.  v^;^" '•        .-':;--    --r'    ::    .r-^.vJ;.^ 

21  SEC  2810.  CoataatsofCZcrtidB  Deeds  and]  "  ~^ 
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BSSSZT. — ^3ue  to  the  decapitalization  of  the  Special  Defense 
Acquisition  Fund  (SDAF ) ,  the  requirement  for  a  year  end  report  to 
the  Congress  pursuant  to  section  53  of  the  Araa  Export  Control 
Act  is  no  longer  necessary.   Subsections  (a)  (1) ,  (a)  (4)  are  no 
longer  applicable  since  new  procurements  under  the  fund  have  not 
been  authorized. since  fiscal  year.  1593^..  Reports,  pursuant  to 
STibsection  (a)  (3)  are  also  unnecessary;  while  ongoing,  transfers 
of  Special  Defense  Acquisition  Fund  stocJcs  will  decrease  over 
time  as  they  are  sold  off.   Further,  such  transfers  are  already 
notified  to  the  Congress  pursuant  to  other  applicable  reporting 
requirements  in  the  Arms  Export  Control  Act. 

Saction  922.    Sapaal  of  Prohibition  of  Contracting  for 

7ir«fighting  and 'Security  Oua.rd  Tuneticaa  at 
Military  yaciliti««. 

This  proposed  legislation  is  the  result  of  cumulative 
recommendations  by  our  military  ser-zices  to  remove  this 
prohibition  so  the  installation  commanders  and  facility  managers  '• 
can  improve  the  efficiency  and  effectiveness  of  their  fire  and 
security  guard  functions . 

Adoption  of  this  proposal  will  be  itrplemented  within 
exi.-ting  Department  of  Defense  appropriations.   This  proposal 
will  perr.it  t.^e  Department  to  become  more  efficient  in  the 
conduct  of  business  directly  supporting  the  installation 
operations  and  maintenance  resoiirces.   Our  firefighting  and 
security  guard  functions  will  become  more  effective  and  efficient 


•< m.fr'- 
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It  is  essential  that  we  get  our  firefighting  and  security 
guard  functions  in  the  most  effective  and  efficient  posture 
during  the  dramatic  reductions  the  Administration  desires  and 
approved  by  the  Congress.   Getting  the  best  value  oat  of  smaller 
budgets  demands  better  performance,  not  keeping  the  status  quo. 
We  firmly  believe  that  this  legislative  proposal  will  allow  our 
military  leaders  and  facility  managers  to  get  the  job  done  with 
less  resources. 

The  purpose  of  this  section  is  to  repeal  section  2465  of 
title  10,  United  States  Code,  and  thereby  authorize  the 
Department  of  Defense  to  enter  into  contracts  for  firefighting 
and  security  guard  functions  at  military  installations  and 
facilities.   This  repeal  restores  th«  ability  of  the  Department 
of  Defense  to  manage  the  firefighting  and  security  guard 
functions  in  an  efficient  and  effective  manner. 

The  Department  of  Defense  has  been  prohibited  from 
contracting  for  firefighting  and  security  guard  functions  since 
1383.   This  broad  prohi.bition  has  four  limited  exceptions: 
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►  when  the  contracr  ia  ro  be  perfonaed  overseaa; 

►  when  the  contract  is  to  be  performed  on  Govemaent- 
owned  but  privately  operated  iaatallaticaa ;  and 

•  when  the  contract  (or  a  renewal  of  the  contract)  is  for 
the  perf orniance  of  a  function  under  contract  on  or 
before  September  24,  1983. 

••  when  the  contract  is  with  a  local  government,  for  a 

closing  base,  and  not  earlier  than  180  days  before  base 
closing  (Pub.  L.  103-150,  Section  2907). 

Prior  to  1983,  firefighting  and  security  guard  functions 
were  successfully  conoeted  using  the  0M3  Circular  A-76  process. 

The  prohibition  against  contracting  firefighting  and 
security  guard  functions  prevents  the  Department  of  Defe-ise  from 
-=^--=-"3  savings  in  circumstances  where  private  firms  or  state 
and  local  governments  could  provide  the  ■sr*7ices  for  lower  cost 
at  equal  or  better  performance.   It  also  prohibits  commanders 
from  obtaining  contract  ser-zices  for  temporary  requirements  at 
rertote  locations  or  at  leased  facilities  outside  military 
installations . 

Section  2465  of  title  10,  United  States  Code  currently 
?-3vides  that  Department  of  Defense  funds  may  not  be  spent  to 
enter  into  contracts  for  the  performance  of  firefighting  and 
security  guard  functions  at  any  military  installation  or 
facility.   The  prohibition  does  not  apply  to  contracts  for 
services  at  locations  outside  the  Dhited  States  where  armed 
fortes  members,  otherwise  involved  in  unit  readiness,  would  be 
performing  the  function.   Nor  does  it  apply  to  contracts  for 
services  at  COCO  facilities  or  for  contracts  extant  on  September 
24.  1983. 

This  section* was  first  enacted  by  the  Department  of  Defense 
Authorization  Act  for  Fiscal  Year  1987  (Pub.  L.  99-661,    Section 
1222(a),  100  Stat.  397S} .   The  Senate  version  of  that  Bill  had 
contained  a  provision  that  would  extend  for  one  year  a 
freestanding,  public  law  provision  setting  forth  the  same 
prohibition..  The  Senate . language  also  contained  a  reporting 
requirement  to  review  the  performance  standards  and  inherently 
governmental  activities  within  the  firefighting  function,  and  an 
estimate  of  cost  savings  associated  with  such  contracting  out 
over  a  five  year  period.   The  Senate  Report  indicated  that 
■firefighters  would  continue  to  be  exempted  iintil  the 
congressional  report  Indicated  that  positions  could  be  contracted 
out  in  the  future  (Senate  Report  No.  -99-33X-,  October  6,  198S,  p. 
52S)  . 
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The  House  version  of  the  3ill  prspoaed  codification  of  a 
prohibition  on  firefighring  fur.criona  currently  being  performed 
by  Departnenc  of  Defense  civilians,  with  the  exception  as 
currently  listed.   In  conference,  the  House  version  was  adopted.''* 
The  conferees  also  agreed  to  extend  the  current  prohibition  on 
conversion  of  security  guard  functions  for  one  additional  year, 
unless  the  Secretary  of  Defense  determines  that  such,  conversion 
would  not  adversely  affect  installation  security,  safety  and 
readiness  (House  Report  No.  99-1001,  October  14,  1986;'  p.  526). 

The  importance  of  repealing  section  24 SS  is  underscored  by 
downsizing  of  the  Defense  budget  and  personnel  when  the 
infrastruct:ire  is  not  downsizing  proportionately.   Commanders 
need  all  of  their  tools  to  manage  reducing  operating  budgets. 
One  tool  is  competing  commercial  activity  functions  such  as 
firefighting  and  guard  service. 

The  repeal  of  section  24  63  will  not  automatically  result  in 
the  loss  of  civilian  firefighters  and  security  guards  from  the 
workforce.   Reductions  in  force  may  occur  as  a  result  of 
competitions  performed  under  chapter  14  6  of  title  10  and  0M3 
Circular  A- 76. 

(a)  Existing  Procedures.   In  accordance  with  existing 
procedures,  the  Department  provides  Congressional 
notification  of  the  intent  to  study  specific  functions,  and 
will  provide  the  results  of  the  competition  if  the  decision 
is  to  convert  to  contract.   Separations  from  Federal  Ser-/ics 
nay  result  from  the  development  of  the  most  efficient 
organization,  or  a  contract  with  the  private  sector  when  the 
costs  are  lower  than  that  estimated  for  is-houae 
performance-   The  Department  fully  supports  the  basic 
employee  protections  reqiiiring  contractors  to  offer 
displaced  Government  employees  the  right  of  first  refusal 
for  comparable  employment  with  the  contractor. 

(b)  Benefits  of  Contracts  with  local  governments.   Many 
installations  adjoin  or  are  surrounded  by  local 
municipalities  which  provide  firefighting  and  security  guiird 
services  to  their  communities.   Some  of  these  municipalities 
could  provide  these  services  to  military  commanders  at 
little  additional  cost  or  at  considerable  savings.   To 
engage  in  a  cost  comparison  xtnder  these  circumstances  would 
waste  government  and  contractor  resoxirces  needed  to  prepare 
estimates  for  the  cost  corrparison  process/  Hhere  loc:il 
governments  can  provide  security  guard  and  firefighter 
services  at  reduced  costs,  the  Secretaries  of  the  militairy 
departments  should  be  authorised  to  contract  directly  with 
such  governments  non-competitively  without  regard  to  chapter 
146  of  title  10  and  OS  Circular  A-76. 
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0M3  Circular  A-7S  apeciJically  recognirea  that  firefighting 
and  securiry  guard  funcriona  are  connaercial  acrivitiea  and  can  b« 
outsourced  if  a  contractor  can  provide  the  aervice  effectively 
and  at  a  lower  cost.   Defense  Firefighring  and  security  guard 
functions  are  no  different  than  other  cotnraercial  activity 
fractions  at  our  installations  and  facilities  from  other  Federal 
agencies.   The  Department  is  unaware  of  any  rationale  for 
excluding  firefighting  and  security  guard  functions  from  the 
Go-/emment-wide  process  of  determining  the  least  expensive  method 
for  performing  Government  work- 

Based  on  past  cost  comparisons,  competition  for  the 
Departments  firefighting  and  security  guard  fimctions  could 
potentially  generate  a  240  million  dollar  savings  while  retaining 
in-house  ahout  50  percent  of  the  firefighting  and  security  guard 
functions  competed. 

Saetion  923  .    Zneraas«  in  T&spaeif  iad  Xinor  Caaatruction 

Thrashold  froa  $1.5  Xillion  to  $3.0  Xillion 
and  tha  OparaClon  and  Xaintananca  Thraahold 
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7         (1)  by  striking  out  subsection  (f);  and 

(2)  by  redesignating  subsection  (g)  as  subsection  (f)- 
(kk)  Water  Resources  Proxects. — Section  221(e)  of  the  Flood  Control  Act  of  1970  (42 
U^.C  1962d-5b(e))  is  amended  by  striking  out ',  and  shall  report  therson  annually  to  the 
Congress."  and  inserting  in  lieu  thereof  a  period. 

(U)  PUBUC  Health  Service  Hospitals. — Section  1252  of  the  Department  of  Defense 
Amhoiization  Act,  19S4  (42  U.S.C.  248d)  is  amended  by  striking  out  subsection  (d). 

(mm)  Review  of  Contracts. — Section  3(b)  of  the  Aa  of  August  28, 1958  (50  U.S.C 
1433(b))  is  amended  by  striking  out  the  following  sentence:  *If  the  clause  is  omitted  based  on  a 
derrsination  under  clause  (2),  a  written  report  shall  be  furnished  to  the  Congress.*. 

(en)  Speoal  De.=ense  ACQUismoN  Fund  (SDAF)  annual  Rz.'Ort. — Section  53  of  the 
Arms  Export  Control  Act  (22  U.S.C.  2795b)  is  rqsealed. 

(oo)  A,NNUAL  Department  of  Defense  Conventional  STANixDFf  Weapons  Master  Plan 
AND  Report  on  Standoff  MUNmoNS. — Secaon  1641  of  the  Naooaal  Defense  Authorization 
Aa  for  Fiscal  Years  1990  and  1991  (Public  Law  101-189;  10  U.S.C  2431,  note)  is  repealed- 
SEC  922.  REPEAL  OF  PROHIBITION  OF  CONTRACTING  FOR  FIREnGHTING 
AND  SECURFFY  GUARD  FUNCTIONS  AT  MILITARY  FACILrnES. 
Secnon  2465  of  title  1 0,  United  States  Code,  is  repealed. 
SEC  923.  INCREASE  IN  UNSPECIFIED  MINOR  CONSTRUCTION  THRESHOLD 
FROM  SIS  MILLION  TO  S3.0  MTTTTON  AND  THE  OPERATION  AN! 
MAINTENANCE  THRESHOLD  FROM  S300  THOUSAND  TO 
$1  .MILLION. 
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Section  926.    Repeal  of  >nau*l  3leporC  to  Congreaa  oa  Contractor 
jteiaburseaanC  Coats  o£  Snvlroaaantal  Reaponaa 
Acflrma. 

Section  270S(c)  of  title  10,  United  Statss  Code,  ia  an 
•aniTual  report  of  the  Secretary  of  Defense  to  the  Congreaa.   It  is 
to  be  provided  to  the  Ccngress  before  30  daya  after  the  President 
£j\ihniit3  t.he  budget  for  the  following  fiscal  year.  The  data 
collected  for  this  report  are  not  necessary  for  properly 
jietsrrnining  the  allowability  of  environmental  response  action 
costs  on  Goverrjcent  contracts.   Purthemore,  the  Department  does 
3iot  routinely  collect  data  on  any  other  categories  of  contractor 
overhead  costs.   This •  reporting  requirement  needlessly  is 
burdensome  on  both  the  Department  of  'Defense  and  defense 
ccncractcrs.   It  also  diverts  limited  resources  for  data  • 
collection  efforts  that  do  not  benefit  the  procurement  process. 

TZTI2  Z-5ZH7ESAL  TROVXSXCKS 

Subtitla  Ar-7inaccial  Mattars 

Section  1001.   Appointment  and  Llahillty  of  Disbursing  and 
Carti5ying  Officiala. 

This  section  provides  for  the  designation  and  appointment  of 
disbursing  officials  and  certifying  officials  within  the 
Department  of  Defense  (including  the  military  departments  and 
defense  agencies  and  field  activities)  .   In  addition,  this 
section  defines  the  responsibilities  and  liabilities  of 
disbursing  and  certifying  officiala  as  well  as  provide  for  their 
relief  from  liability  in  appropriate  cases. 

Sactioa  1002.   Dua  Proeass  K.iiai..^>tinBa  for  Xinor  Jldjuataaats  in 
Zndabcadnaas  Jkctloaa. 

This  section  amends  aection  5514 (a)  -of  title  5  to  insert  a 
new  subparagraph  (3).   The  purpose  of  this  amendment  ia  to  exempt 
from  the  due  process  provision  routine  adjustments  of  pay  that 
are  attributable  to  clerical  or  administrative  errors  or  delays 
in  the  processing  of  pay  documents  that  have  occurred  within  foxir 
pay  periods  preceding  the  recoupment  and  any  adjustment  that 
amounts  to  fifty  dollars  or  leaa. 
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1  (1)  by  suiking  out  "Not  later  than  December  15  of  each  year'  and  inserting  in  lieu  thereof 

2  "Not  later  than  the  day  on  which  the  budget  for  any  nscai  year  is  submined  to  Congress 

3  .  pursuant  to  sectioii  1105  of  title  31*:  and 

•i  ^        (2)  by  strildng  out  "major  functional  category  050"  and  ail  that  follows  through  "secsoa 

5  llOS  of  title  31'  and  inserting  in  lieu  thereof  'subfuncional  category  051  (Departseat  of 

3  Defesse  -  Military)  for  that  budget". 

7  SEC  926.  REPEAL  OF  ANNX'AL  REPORT  TO  CONGRESS  O.N  CONTRACTOR 

8  RELMBURSE.ME>T  COSTS  OF  ENVIRONMENTAL  RESPONSE 

9  ACTIONS. 

0  Secson  2706  of  ihle  10,  United  States  Code,  is  amended — 

'2  (I)  by  srijdsg  oiu  subsection  (c);  and 

Z  (2)  by  rsdrngnating  sucsecdon  (d)  as  subsecdon  (c). 

.J  TITLE  X— GENERAL  PROVISIONS 

-t  Subtitle  A — Financial  .Matters 

5  SEC  1001.      APPOINTMENT  AND  UABILTTY  OF  DISBLllSING  AND  CERTIFYING 

16  OFnOALS. 

r?  (a)  DiSBURSNC  OmciALS.—\l }  Section  3321(cX2)  of  title  3 1,  Usiiai  States  Code,  is 

a  ^""— '^'^  to  read  as  follows: 

19  '(2)  the  Department  of  Defense  (including  disbursements  for  the  military  deparments 

10  and  Defmse  Agencies  and  Department  of  Defense  Field  Acsvities). 

21  "(3)  the  Coast  Guard  (when  not  opcranng  as  a  service  within  the  Navy).". 

22  Q)  Secnon  2T73(aKl)  of  title  10,  United  States  Code,  is  amended  to  read  as  follows: 
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SEC.  XXX.       PAS-3MT  or  CSRTAIN  STIPTTLATTD  CZVZZ.   PSHALTIZS. 

The  Secre::ary  of  Defense  aay  pay,  frora  fur.ds  appropriacad 
pursuant  to  section  2405(a)  (12),  not  more  than  SSO,b"oO  to  th.e 
Hazardous  Suhstance  Superfund  established  under  section  9507  of 
the  Internal  Revenue  Code  of  1986  (26  U.S.C.    9507)  as  payment  of 
stipulated  civil  penalties  assessed  under  the  Comprehensive 
Environmental  Response,  Compensation,  and  Liability  Act  of  1980 
(42  U.S.C.  9601  et  seq.)   against  the  Lorinc  Air  rorce  Base, 
Maine. 
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Sac.    XKZ.      yXYHTN?  or  OCAZXTK   STXPUIATZS   CTTXZ.  TXKJLLTZZS. 

The   Secretary   of  Defense  may,    from  funds   appropriated 
pursuant  to   section   301  (xx):, 

(a)  Pay  not  more  than   S65.000   to  the  Hazardous  Substance 
Superfund  established  under   section   9507   of  the   Internal  Revenue 
Code   of   1986    (26   U.S.C-    9507)    as  paynent   of  stipulated  civil 
penalties   assessed  under  the   Comprehensive  Environmental 
Response,    Compensation,    and  Liability  Act   of   1980    (42   U.S.C.    9601 
et   seq.)    against   the   installations   listed  below: 

(1)  555,000    for  Hassachusetts  Military  Reservation, 
Massachusetts;    and 

(2)  510,000    for  F.E.    Warren  Air  Force   3ase,    Wyoming. 

(b)  Accomplish  two   environmental   restoraticn  projects   at   a 
total    cost    not    to    exceed    S500,C0C,    as   part    of   a   negotiated 
agreement    in   lieu   of   stipulatec   penalties   assessed  under  the  - 
Comprehensive   Environmental    response,    Compensation,    and   Liability 
Act   of   1980    (42   U.S.C.    9601    et   sec.)    against   the  Massachusetts 
Military  Reservation,    Massac'^usetts . 


CENTERS  FOR  ENTVIRONMENTAL  EXCELLENCE 

Senator  McCain.  The  DOD  National  Defense  Center  for  Environmental  Excel- 
lence (NDCEE),  the  Army  Center  for  Environmental  Excellence  (ACEE),  and  the  Air 
Force  Center  for  Environmental  Excellence  (AFCEE)  have  been  established  to  ad- 
dress a  variety  of  issues  related  to  environment.  How  is  the  NDCEE  mission  not 
duplicative  of  the  activities  of  the  military  services,  the  Environmental  Security 
Technology  Certification  Program  (ESTCP)  and  the  Strategic  Environmental  Re- 
search and  Development  Program  (SERDP)  in  the  area  of  environmental  tech- 
nology? 

Ms.  Goodman.  The  services'  environmental  technology  programs  cover  the  range 
of  compliance,  cleanup,  pollution  prevention  and  conservation  needs  focusing  on 
basic  and  applied  research  and  advanced  development  (research  categories  6.1,  6.2 
and  6.3A.)  Only  the  Navy  has  a  significant  demonstration/validation  effort  in  re- 
search category  6.3B  which,  for  the  most  part  is  directed  towards  its  shipboard  recy- 
cling/waste reduction  program.  The  services  do  very  little  work  in  shore  based  dem/ 
val  (6.3B)  worit  for  environmental  programs.  The  SERDP  is  also  focused  on  the  tech- 
nology base  of  environment  (research  and  advanced  development).  SERDP  in  gen- 
eral supports  environmental  technology  that  is  applicable  to  several  services  or 
DOD  components  while  the  service  programs  work  on  service-unique  problems.  Also, 
SERDP  is  a  joint  program  with  EPA  and  DOE  so  that  additional  technologies  and 
viewpoints  are  evaluated. 

The  ESTCP  and  NDCEE  programs  however,  invest  in  the  dem/val  of  environ- 
mental technologies.  The  ESTCP  works  in  the  areas  of  compliance,  cleanup  and  pol- 
lution prevention  and  accepts  technologies  from  the  DOD  tech  base  and  other  Fed- 
eral agencies  for  demonstration/validation  and  use  by  DOD.  The  ESTCP  conducts 
demonstrations  on  a  wide  variety  of  technologies  at  DOD  facilities.  The  NDCEE's 
mission  is  to  transfer  environmental  technologies  to  the  DOD  industrial  manufac- 
turing base  with  a  focus  on  pollution  prevention  primarily  at  their  facility  in  Johns- 
town, PA.  NDCEE's  mission  is  further  focused  by  concentrating  on  five  focus  areas: 
organic  finishing,  inoreanic  finishing,  advanced  cleaning,  coatings  removal  and  recy- 
cWrecovery.  The  NDCEE  work  and  the  ESTCP  pollution  prevention  activities  are 
closely  coordinated. 

All  of  the  Environmental  Technology  Programs  from  6.1  through  6.7,  are  coordi- 
nated through  a  common  Requirements  Strategy  and  the  Tri-Service  Environmental 
Quality  R&D  Strategic  Plan.  All  Components  are  heavily  involved  with  OSD 
throughout  the  year  in  the  development  and  implementation  of  the  Strategy  and  the 
Plan.  This  Plan  coordinates  efforts  by  project  and  by  service  and  ensures  we  are  fo- 
cused on  high  priority  projects/needs  and  are  not  duplicating  effort. 
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FISCAL  YEAR  1996  BUDGET  REQUEST  FOR  NDCEE 

Senator  McCain.  What  is  the  fiscal  year  1996  budget  request  for  NDCEE?  What 
activities  will  be  funded? 

Ms.  Goodman.  The  fiscal  year  1996  budget  request  is  $13,126  million.  Projects 
to  be  funded  include  continuation/completion  of  the  following:  Nitrogen  Removal 
(NitRem)  Demonstration  at  a  DOD  plant  (Radford),  Adams  Process  Feasibility 
Study,  Industrial  Health  Risk  Assessment  Task,  Ion  Beam  Enhanced  Deposition 
Demonstration,  Non-Halogenated  Metal  Parts  Cleaning,  Ultra-High  Pressure 
Wateijet,  Electro  Coating  Demonstration,  Powderooating  Demo,  NonChrome  Con- 
version Coatings,  Cadmium  Plating  Alternatives  Investigation,  Paint  Handling  and 
Spraying  Improvements,  and  Supercritical  Carbon  Dioxide  as  a  Replacement  for  Sol- 
vents in  Paint. 

FISCAL  YEAR  1995  BUDGET  REQUEST  FOR  NDCEE 

Senator  McCain.  What  was  the  fiscal  year  1995  budget  request  for  NDCEE? 
What  activities  will  be  funded?  How  much  has  been  obligated? 

Ms.  Goodman.  The  fiscal  year  1995  budget  request  was  $8,338  million.  Funded 
activities  include  projects  listed  in  response  to  previous  question,  plus  the  following 
projects  scheduled  to  complete  in  fiscal  year  1995:  Liquid  Carbon  Dioxide  Coal 
Cleaning  (investigation  of  process  for  dredge  spoils),  Bioremediation  for  Pollution 
Prevention  (design  of  thermophyllic  reactor).  Advanced  Plastic  Sortation  Demonstra- 
tion, Air  Cooled  Phosphoric  Acid  fuel  cell  design,  and  otl  ers.  Obligations  are  95  per- 
cent of  available  funds. 

afcee  and  acee  (aec)  missions/functions 

Senator  McCain.  What  are  the  missions/functions  of  the  AFCEE  and  ACEE? 

Ms.  Goodman.  The  AFCEE  mission  is  to  ensure  environmental  and  facility  excel- 
lence by  providing  environmental  planning,  design,  and  construction  services  and 
products  to  Air  Force  Commanders.  AFCEE  comprises  five  directorates — the  Design 
Group,  Construction  Management,  Environmental  Restoration,  Environmental  Con- 
servation and  Planning,  Pollution  Prevention — and  three  Regional  Compliance  Of- 
fices. 

The  Design  Group  Directorate  provides  architectural,  interior  design,  planning, 
noise  mapping,  and  landscape  design  services  to  Air  Force  Major  Commands  and 
bases.  The  Construction  Management  Directorate  is  the  design  and  construction 
manager  for  designated  Air  Force  Major  Commands  and  Field  Operating  Agencies, 
medical  military  construction,  domestic/industrial  waste  treatment  facilities,  and 
military  family  housing.  The  Environmental  Restoration  Directorate  provides  cra- 
dle-to-grave environmental  restoration  program  management  through  studies,  de- 
signs, and  remedial  action  services  to  Air  Major  Commands  and  bases.  The  Environ- 
mental Conservation  and  Planning  Directorate  focuses  on  the  environmental  impact 
analysis  process  and  natural/cultural  resources  program  execution.  The  Pollution 
Prevention  Directorate  focuses  on  facility  pollution  prevention  training  and  aware- 
ness. The  three  Regional  Compliance  OfTices  serve  as  the  principal  advisor  and  Air 
Force  single  point  of  contact  on  regional  compliance  matters  with  Federal  and  State 
regulatory  agencies. 

The  ACEE  is  actually  the  Army  Environmental  Center  (AEC).  The  AEC,  as  a  field 
op>erating  agency  of  the  Army  staff,  under  staff  supervision  of  the  Assistant  Chief 
of  Staff  for  Installation  Management  (ACSEM),  and  in  coordination  with  the  Director 
of  Environmental  Programs  (DEP),  develops,  coordinates,  and  oversees  environ- 
mental policy  and  programs  for  the  total  Army;  provides  a  broad  range  of  military 
funded  environmental  program  management,  technical  oversi^t  and  guidance, 
work  plan  development,  and  other  technical  support  to  Headquarters  Department 
of  Army,  major  Army  execution  of  the  Army's  environmental  strategy.  Environ- 
mental programs  involve  restoration,  compliance,  conservation,  pollution  prevention, 
validation,  demonstration,  transfer,  quality  assurance/quality  control,  information 
management/reporting,  and  related  resource  management/planning/programming. 

afcee  and  ACEE  FINANCIAL  BREAKOUT 

Senator  McCain.  What  is  the  AFCEE  and  ACEE  financial  breakout  of  people  and 
dollars  by  division  and  office? 

Ms.  Goodman.  The  Air  Force  Center  for  Environmental  Excellence  breakout  for 
fiscal  year  1996  follows: 
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Penonnd  Funds 


DERA 110  $157 


San  Antonio,  TX 99 

Dallas.™  3 

San  Francisco.  CA  4 

Atlanta,  GA  4 


BRAC 126  325 


San  Antonio.  TX 126 

Dallas,™  0 

San  Francisco,  CA  0 

Atlanta,  GA  0 


Other 


San  Antonio,  TX  .... 

Dallas,  Tx 

San  Francisco,  CA 
Atlanta,  GA  


120 

9 

93 

10 

9 

8 

Total                       

356 

$491 

The  Army  Environmental  Center,  Aberdeen,  MD, 
lows: 

[Dollan  in  millions) 

breakout  for  flscal  year 

1996  fol- 

Person  nd 

Funds 

85 

$278 

41 

35 

84 

66 

DERA 

BRAC 

OTHER  

Total 210  $379 

AFCEE  AND  AEC  ENVIRONMENTAL  FUNCTIONS 

Senator  McCain.  What  measures  have  been  taken  to  manage  the  AFCEE  and 
ACEE  (AEC)  environmental  functions? 

Ms.  Goodman.  The  Air  Force  Civil  Engineer  provides  policy  and  other  essential 
guidance  to  the  AFCEE,  in  addition  to  oversight  and  policy  execution.  AFCEE  tech- 
nical and  contracting  support  are  in  compliance  with  directives  and  laws  imple- 
mented by  Air  Force  Planning  Directive  32-70  (Oct.  15,  1993),  in  addition  to  other 
specific  Air  Force  instructions  relevant  to  their  environmental  functions. 

The  AEC  receives  management  oversight,  policy  guidance,  and  direction  from  the 
Director  of  Environmental  Programs,  Headquarters,  Department  of  the  Armv.  The 
AEC  operations  comply  with  pertinent  Amw  regulations  governing  financial  man- 
agement and  other  administrative  matters;  Defense  Environmental  Restoration  Pro- 
CTam  (DERP)  Management  Guidance  from  the  Deputy  Under  Secretary  of  Defense 
(Environmental  Security);  and  Army  Supplemental  Guidance  for  DERP  from  the 
Deputy  Assistant  Secretary  of  the  Army  (Environment,  Safety,  and  Occupational 
Health);  and  other  program  specific  policies  and  instructions. 

AFX:EE  and  AEC  TECHNICAL  PROJECTS 

Senator  McCain.  What  technical  projects,  if  any,  are  currently  being  worked  by 
AFCEE  and  ACEE  (AEC)?  What  is  the  status  of  the  projects? 

Ms.  Goodman.  Since  1975,  the  ABC  technology  mission  has  included  an  applied 
technology  program  which  transitions  projects  irom  basic  research  and  non-devel- 
opmentaJ  stages  to  user  needs.  The  focus  of  the  ABC  technology  program  is  on  mili- 
tary-unique contaminants/problems  in  the  areas  of  explosives,  propellants,  chemical 
warfare  agents,  heavy  nietals,  and  site  characterization.  These  projects  are  financed 
from  various  appropriations  including  Research,  Development,  Testing  and  Evalua- 
tion (RDTE) — Armv,  Strategic  Environmental  Research  and  Development  Program, 
and  Environmental  Technology  Certification  Program. 
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The  AFCEE  is  currently  working  technology  demonstration  projects  in  the  envi- 
ronmental restoration  area,  including  aerobic  and  anaerobic  biodegradation,  vacu- 
um-mediated free  product  recovery  (bioslurper),  bioventing,  and  cost-efFective  vapor- 
phase  treatments,  biodegradation  projects  are  in  place  or  targeted  for  72  sites  with- 
in DOD.  Bioslurper  projects  are  located  at  35  sites  and  bioventing  projects  at  123 
sites.  To  date,  20  sites  nave  been  identified  for  vapor-phase  treatment  projects,  all 
of  which  are  currently  in  field  testing. 

FEDERAL  FACILITY  COMPUANCE  ACT  OF  1992 

Senator  McCain.  Federal  Facility  Compliance  Act  of  1992  (FFCA)  expressly 
waived  sovereign  immunity  for  civil  and  administrative  fines  and  penalties.  What 
has  DOD  done  to  reduce  the  costs  and  inequities  associated  with  protracted  negotia- 
tions for  assessed  violations  that  are  primarily  minor  administrative  deficiencies? 

Mr.  McCall.  Our  Air  Force  major  commands,  installations,  and  Regional  Compli- 
ance Office  (RCO)  representatives  "partner"  regularly  with  local,  State  and  Federal 
regulators  to  discuss  compliance  issues.  When  a  violation  does  occur,  these  estab- 
lisned  lines  of  communication  serve  to  rectify  most  open  enforcement  actions.  Our 
success  varies  from  State  to  State  and  from  region  to  region,  but  the  majority  of 
our  minor  administrative  deficiencies  do  not  result  in  a  fine.  For  those  that  cannot 
be  quickly  closed,  or  for  those  that  result  in  fines  and  penalties,  these  same  inter- 
actions serve  as  the  basis  for  good  faith  negotiations.  Another  initiative  we  insti- 
tuted through  our  RCOs  was  an  effort  to  educate  regulators  on  military  installation 
activities.  This  has  facilitated  a  better  understanding  of  military  activities  and  is 
intended  to  reduce  protracted  negotiations. 

Senator  McCain.  What  is  the  service  and  DLA  perspective  on  FFCA? 

Mr.  McCall.  Of  the  six  major  provisions  of  the  Federal  Facility  Compliance  Act 
(FFCA)  of  1992,  four  have  had  no  impact  on  our  operations.  These  are: 

a.  Facility  environmental  assessment  reimbursements.  To  date  the  EPA  has  not 
asked  us  to  reimburse  them  for  their  assessments  of  our  facilities,  although  an 
interagency  agreement  to  do  so  is  in  force. 

b.  Mixed  waste  inventory  reports  and  plans.  This  addressed  Department  of  En- 
ergy mixed  waste  only. 

c.  Waste  generated  on  public  vessels.  This  is  not  applicable  to  the  Air  Force. 

d.  Influent  into  Federally  owned  treatment  works.  The  Air  Force  is  in  full  compli- 
ance with  this  provision. 

We  are  currently  studying  the  EPA's  recently-drafted  rules  on  identifying  when 
military  munitions  become  hazardous  waste  and  have  not  fully  assessed  their  poten- 
tial impact  on  our  operations. 

The, remaining  provision — the  waiver  of  sovereign  immunity  with  respect  to  Fed- 
eral, state,  interstate  and  local  substantive  and  procedural  requirements,  including 
all  administrative  orders  and  all  civil  and  administrative  penalties  and  fines  has  re- 
sulted in  our  being  assessed  $1.46  million  in  fines  to  date.  Through  successful  nego- 
tiations, many  fines  have  been  either  reduced  or  eliminated.  Of  those  cases  closed, 
the  Air  Force  has  paid  $167.6  thousand  in  fines  and  $53.8  thousand  in  payment- 
in-kind  projects.  Several  other  cases  are  undergoing  review  and  remain  open. 

ENVIRONMENTAL  REMEDIATION/AIR  FORCE  INPUT  TO  FISCAL  YEAR  1996  BES 

Senator  McCain.  The  fiscal  year  1996  DERA  request  is  $1.62  billion.  What  was 
the  total  amount  of  the  original  fiscal  year  1996  DERA  budget  request  submitted 
to  OSD  by  the  services? 

Mr.  McCall.  The  Air  Force  submitted  $645  million  in  DERA  requirements  in  its 
fiscal  year  1996  Budget  Estimate  Submission  to  OSD  dated  September  1994. 

Senator  McCain.  The  DOD  fiscal  year  1996  DERA  budget  request  was  based  on 
a  new  approach  to  site  characterization  referred  to  as  relative  risk.  Apparently  site 
evaluations  have  not  been  completed  at  BRAC  installations.  How  long  will  it  take 
to  complete  these  evaluations  at  BRAC  I,  II,  and  III  sites? 

Mr.  McCall.  Preliminary  Relative  Risk  evaluations  at  Air  Force  BRAC  sites  will 
be  completed  and  results  will  be  presented  to  Restoration  Advisory  Boards  by  Sep- 
tember 30,  1995. 

ENVIRONMENTAL  REMEDIATION/RELATIVE  RISK  APPROACH 

Senator  McCain.  The  statements  of  the  services  express  support  for  the  relative 
risk  approach.  Are  the  services  prepared  to  implement  this  approach  in  fiscal  year 
1996? 

Mr.  McCall.  Yes.  The  Air  Force  included  relative  risk  scores  (high,  medium,  or 
low)  for  each  requirement  submitted  in  the  fiscal  year  1996  President's  Budget.  To 
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satisfy  Executive  Order  12088,  past  DOD  guidance  and  funding  policy  has  been 
based  upon  legal  agreements.  With  this  new  emphasis  on  relative  risk,  it  is  likely 
that  the  outcome  of  the  program  will  change  from  those  deiined  by  legal  agree- 
ments. To  the  extent  that  this  occurs,  we  will  have  to  seek  approval  for  any  changes 
from  our  regulators.  To  aid  in  obtaining  this  approval,  the  Air  Force  is  committed 
to  sharing  information  with  our  stakeholders  through  the  Restoration  Advisory 
Boards  and  seeking  their  advice  on  how  to  proceed.  Therefore,  it  is  foreseeable  that 
this  will  be  an  iterative,  consultative  process  that  will  be  completed  both  before  and 
during  the  fiscal  year  in  order  to  determine  the  actual  program  executed. 

ENVIRONMENTAL  REMEDIATION/FUNDING  AND  RELATIVE  RISK 

Senator  McCain.  Ms.  Kandaras'  written  testimony  addresses  an  excellent  pwint 
related  to  the  relative  risk  approach,  and  that  is  DERA  vulnerability  to  funding  ad- 


ustments  based  on  the  relative  risk  prioritization  of  sites.  The  rationale  for  funding 
high,  medium  and  low  risk  sites  is  to  maintain  flexibility  within  a  stable  program. 
What  would  be  the  actual  impact  if  all  low  risk  and  some  medium  risk  sites  were 
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not  funded?  Describe  the  short-term  and  long-term  impacts? 

Mr.  McCaLL.  The  Air  Force  would  have  to  defer  work  on  sites  of  medium  and  low 
relative  risk  until  permanent  remediation  is  in  place  for  our  high  relative  risk  sites. 
On  the  negative  side,  this  will  defer  cleanup  oi  medium  and  low  relative  risk  sites 
but  on  the  positive  side,  will  allow  us  time  to  field  the  new  technologies  which  can 
significantly  drive  down  the  cost  of  cleanup. 

ENVIRONMENTAL  REMEDIATION/FINES  AND  PENALTIES 

Senator  McCain.  DOD  and  service  statements  have  indicated  that  less  than  ftiU 
DERA  funding  may  trigger  fines  and  penalties  under  the  Resource  Conservation 
and  Recovery  Act  (RCRA).  The  interagency  cleanup  agreements  have  force  majeure 
provisions  that  provide  for  renegotiation  based  on  unanticipated  funding  shortages. 
Absent  an  element  of  bad  faith  or  some  indication  that  DOD  failed  to  request  ade- 

Suate  funding,  renegotiation  of  these  agreements  should  be  a  viable  option.  Are 
>0D  and  the  services  suggesting  that  FFCA  fines  and  penalties  may  be  used  as  a 
means  to  bind  DOD  to  interagency  cleanup  agreements? 

Mr.  McCall.  The  Air  Force  is  not  suggesting  that.  We  hope  the  regulatory  au- 
thorities will  join  us  in  a  spirit  of  cooperation  to  use  scarce  taxpayers  dollars  for 
cleanup  of  those  sites  with  high  relative  risk  and  then  move  down  the  priority  list 
to  complete  all  sites. 

CLEANUP  COSTS 

Senator  McCain.  DOD  testified  that  the  total  DERA  cleanup  would  cost  about 
$30  billion.  What  are  the  total  number  of  active  and  Formerly  Used  Defense  Sites 
(FUDS)  that  are  the  basis  for  this  cleanup  estimate? 

Mr.  McCaLL.  The  Air  Force  estimate  for  cleanup  of  Air  Force  installations  follows: 

Air  Force  Total  Remediation  Cost  Estimate,  Fiscal  Year  1995  to  Completion 

Total  number  of  active  Air  Force  installations:  259. 

Total  number  of  sites:  4,  139. 

Sites  requiring  remedial  action:  2,767. 

Fiscal  year  1995  to  completion:  $7,036,000. 

ENVIRONMENTAL  REMEDIATION/DEVOLVING  DEC  ACCOUNT  TO  SERVICES 

Senator  McCain.  It  is  the  subcommittee's  understanding  that  DOD  has  decided 
to  devolve  the  DERA  account  to  the  services.  Are  the  services  prepared  to  take  on 
the  additional  responsibilities  associated  with  this  action? 

Mr.  McCall.  Yes.  The  Air  Force  accepts  and  is  prepared  for  the  devolvement  of 
DERA. 

LEGACY  RESOURCE  MANAGEMENT  PROGRAM 

Senator  McCain.  The  Legacy  Resource  Management  Program  supports  protection 
of  natural  and  cultural  resources  on  DOD-owned  lands.  The  DOD  fiscal  year  1996 
budget  request  for  Legacy  funding  is  $10  million.  In  fiscal  year  1995  the  DOD  re- 

2ue8ted  $10  million  for  Legacy  and  Congress  appropriated  $50  million.  The  OSD 
lomptroller  originally  released  about  $10  million,  and  then  recently  released  an- 
other $20  million  of  the  fiscal  year  1995  Legacy  funds.  How  much  of  the  $20  million 
that  was  recently  released  has  been  obligated? 
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Mr.  McCall.  To  date,  the  Air  Force  has  received  $6,135,000  in  fiscal  year  1995 
Legacy  Resource  Management  Program  funding.  This  funding  has  been  distributed 
to  project  managers  throughout  the  Air  Force  for  67  Legacy  projects.  Contract  ac- 
tions are  underway  and  all  funds  will  be  obligated  by  the  end  of  this  fiscal  year. 

ENVIRONMENTAL  TECHNOLOGY 

Senator  McCain.  Each  of  the  military  services  has  their  own  environmental  tech- 
nology programs.  How  do  the  services  avoid  duplication  of  technology  developments 
among  themselves? 

Mr.  McCall.  DOD  has  developed  a  comprehensive  Environmental  Technology 
Planning  Process  to  define,  consolidate,  prioritize  and  communicate  component 
needs  to  the  research  and  development  community.  This  "user-driven"  process  be- 
gins with  a  systematic  identification  of  technology  needs,  which  each  service  evalu- 
ates and  prioritizes  based  on  established  criteria  that  includes  pervasiveness  across 
DOD,  human  and  environmental  risks,  payback,  and  potential  mission  impact.  After 
the  service  laboratories  develop  research  and  development  programs  to  meet  those 
needs,  DOD  compiles  this  information  into  the  Tri-Service  Environmental  Research 
and  Development  Strategic  Plan.  The  services  thoroughly  review  this  plan  to  ensure 
there  is  no  duplication  of  effort,  and  that  the  service-specific  lead  laboratory,  as  de- 
fined by  Project  Reliance,  is  developing  technologies  for  a  particular  environmental 
quality  thrust  area.  For  example,  the  Army  has  the  lead  responsibility  for  cleanup 
and  conservation,  while  the  Navy  and  Air  Force  are  responsible  for  compliance  and 
pollution  prevention,  respectively.  Strategic  Environmental  Research  and  Develop- 
ment Program  (SERDP)  avoids  duplication  of  efforts  with  the  services  by  fully  utiliz- 
ing DOD's  existing  technology  management  structures.  For  example,  SERDPs  Tech- 
nology Thrust  Area  Working  Groups  identify  and  define  promising  research  and  de- 
velopment programs  based  on  the  Project  Reliance  mechanism.  These  same  person- 
nel develop  and  execute  the  Tri-Service  Environmental  Quality  Research  and  Devel- 
opment Strategic  Plan. 

OZONE  DEPLETING  SUBSTANCES  (ODS) 

Senator  McCain.  In  the  area  of  ODS,  what  is  the  overall  status  of  service  tech- 
nology in  relation  to  the  phase  out  of  such  substances? 

Mr.  McCall.  The  services  have  been  leveraging  lessons  learned  by  industry  and 
the  other  services  to  phase  out  ODS  usage  (primarily  solvents,  halons  and  freons). 
There  are  few  DOD  unique  ODS  applications,  and  as  a  result,  industry  and  govern- 
ment have  identified  alternatives  for  most  of  the  ODS  uses  employed  by  DOD.  As 
suitable  alternatives  are  approved,  we  substitute  materials  and/or  processes  in  ex- 
isting systems,  and  "design  out"  ODS  usage  in  new  systems.  For  example,  where 
ODS  solvents  may  have  been  used  for  aircraft  parts  cleaning/degreasing  in  the  past, 
new  non-ODS  materials  or  processes  are  introduced,  such  as  high-pressure  water 
cleaning.  The  services  are  working  with  the  FAA  on  a  joint  project  to  test  potential 
non-ODS  materials  to  replace  Halon  1301  for  fire  suppression  in  jet  engine  nacelles 
and  dry  bay  areas  for  new  aircraft  systems.  In  addition,  both  the  Navy  and  the  Air 
Force  have  developed  inert  gas  generating  systems  to  replace  Halon  1301  in  engine 
nacelles  and  for  fuel  tank  inerting  on  the  F/A-18,  F-22,  and  F-111  aircraft.  Finally, 
we  recover  and  recycle  freons  in  existing  systems  and  are  partnering  with  industry 
to  find  suitable  "drop-in"  non-ODS  substitutes  for  cooling  systems. 

Senator  McCain.  Are  there  going  to  be  problems  with  the  phase  out? 

Mr.  McCall.  Based  on  current  projections,  the  Defense  Logistics  Agency's  (DLA) 
Strategic  Reserve  of  ODSs  (solvents,  halons,  and  refrigerants)  is  insufficient  to  meet 
our  future  requirements.  This  deficiency  is  particularly  critical  in  the  area  of  Halon 
1301,  the  primary  firefighting  agent  used  in  aircraft.  The  Air  Force  needs  a  long- 
term  reserve  of  1.8  million  pounds  of  Halon  1301 — 1.5  million  for  wartime  reserve 
and  3(X),000  pounds  for  peacetime  operations.  To  meet  this  requirement,  DLA  is 
purchasing  750,000  pounds  of  Halon  1301,  while  the  Air  Force  is  providing  the  re- 
maining halon  from  facility  fire  suppression  systems  as  they  are  decommissioned 
and  replaced.  Another  important  ODS  application  is  cleaning  and  degreasing  sol- 
vents, such  as  CFC-113  and  1,1,1  Trichloroethane  (TCA).  These  ODSs  have  limited 
shelf  life,  making  it  difficult  to  adequately  store  and  use  in  the  future.  The  Air  Force 
is  working  with  DLA  and  the  solvent  manufacturers  on  storage  procedures  that  will 
increase  their  shelf  lives.  The  Air  Force  is  also  accelerating  the  phase  out  of  CFC- 
113  and  TCA,  by  finding  substitute  materials  and  processes  that  use  environ- 
mentally-friendly substances. 
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ENVIRONMENTAL  REMEDIATION/UNNECESSARY  COSTS 

Senator  McCain.  One  of  the  big  issues  in  environmental  remediation  is  the  un- 

Kredictable  costs  associated  with  stricter  State  standards  and  remedy  selections.  At 
[cChord  AFB,  for  example,  if  the  base  had  been  allowed  to  streamline  the  process, 
eliminate  multiple  reviews,  work  plans  and  reports,  the  base  could  have  saved  about 
one-third  to  one-half  of  the  remedial  investigation/feasibility  study  costs,  or  about 
$1  to  $1.5  million.  How  does  the  Air  Force  hope  to  avoid  such  unnecessary  costs 
for  the  cleanup  activities  that  remain  at  McChord  AFB? 

Mr.  McCall.  The  Air  Force  hopes  to  avoid  unnecessary  costs  for  remaining  clean- 
up activities  at  McChord  AFB  by  working  with  the  State  and  Federal  regulators  to 
reduce  duplicative  submittals  of  work  plans,  reports,  and  reviews. 

ENVIRONMENTAL  REMEDIATION/RESTORATION  ADVISORY  BOARDS 

Senator  McCain.  The  Restoration  Advisory  Boards  (RABs)  have  been  touted  as 
the  answer  to  concerns  related  to  costly  State  standards  and  remedies.  DOD  esti- 
mates that  it  has  already  expended  several  million  dollars  on  RABs.  What  amount 
of  the  fiscal  year  1996  budget  will  be  used  to  fund  RABs? 

Mr.  McCall.  The  Air  Force  estimates  it  will  spend  approximately  $4  million,  or 
less  than  1  percent,  of  its  fiscal  year  1996  funding  on  RABs. 

Senator  McCain.  What  activities  will  be  subject  to  funding? 

Mr.  McCall.  Typical  RAB  activities  that  are  eligible  for  DERA  fiinding  include 
but  are  not  limited  to: 

—  Public  notice  announcements 

—  Costs  for  meeting  facilities 

—  Mailings  and  postage 

—  Document  reproduction 

—  Design,  presentation  and  production  of  educational  materials 

—  Newsletters,  fact  sheets 

—  Miscellaneous  technical  and  engineering  support 

AIR  FORCE  CENTER  FOR  ENVIRONMENTAL  EXCELLENCE 

Senator  McCain.  The  DOD  National  Defense  Center  for  Environmental  Excel- 
lence (NDCEE),  the  Army  Center  for  Environmental  Excellence  (ACEE),  and  the  Air 
Force  Center  for  Environmental  Excellence  (AFCEE)  have  been  established  to  ad- 
dress a  variety  of  issues  related  to  the  environment.  What  are  the  missions/func- 
tions of  AFCEE  and  the  ACEE? 

Mr.  McCall.  The  AFCEE  mission  is  to  ensure  environmental  and  facility  excel- 
lence by  providing  environmental  planning,  design,  and  construction  services  and 
products  to  Air  Force  Conunanders.  AFCEE  comprises  five  directorates  the  Design 
Group,  Construction  Management,  Environmental  Restoration,  Environmental  Con- 
servation and  Planning,  Pollution  Prevention  and  three  Regional  Compliance  Of- 
fices. 

The  Design  Group  Directorate  provides  architectural,  interior  design,  planning, 
noise  mapping,  and  landscape  design  services  to  Air  Force  Major  Commands  and 
bases.  In  addition,  they  establish  base  comprehensive  planning,  facility,  and  design 
standards/guidance  for  The  Civil  Engineer  (AF/CE). 

The  Construction  Management  Directorate  is  the  design  and  construction  man- 
ager for  designated  Air  Force  Ma^or  Commands  and  Field  Operating  Agencies,  medi- 
cal military  construction,  domestic/industrial  waste  treatment  facilities,  and  military 
family  housing.  The  Directorate  works  closely  with  the  U.S.  Army  Corps  of  Engi- 
neers and  Navy  Facilities  Engineering  Command,  the  designated  Air  Force  con- 
struction agents,  in  executing  military  construction  and  housing  projects. 

The  Environmental  Restoration  Directorate  provides  cradle-to-grave  environ- 
mental restoration  program  management  through  studies,  designs,  and  remedial  ac- 
tion services  to  Air  Force  Major  Commands  and  bases.  These  services  are  provided 
through  contracts  with  the  private  sector  and  include  landfill  capping, 
bioremediation,  storage  tank  removal,  groundwater  remediation,  and  soils  remecu- 
ation.  The  Environmental  Restoration  Directorate  also  provides  for  technology 
transfer  for  new  and  innovative  technologies  and  provides  test  sites  for  the  dem- 
onstration of  these  technologies. 

The  Environmental  Conservation  and  Planning  Directorate  focuses  on  the  envi- 
ronmental impact  analysis  process  and  natural/cultural  resources  program  execu- 
tion. The  Directorate  provides  environmental  impact  statements,  socioeconomic  im- 
pact studies,  environmental  assessments,  wetlands  delineation,  and  environmental 
oaseline  surveys  for  Air  Force  Major  Commands  and  bases.  In  addition,  they  provide 
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technical  review  services  for  environmental  documents  prior  to  submittal  to  HQ 
USAF. 

The  Pollution  Prevention  Directorate  focuses  on  facility  pollution  prevention  train- 
ing and  awareness.  The  Directorate  provides  a  telephone  hotline  and  computer  serv- 
ices to  customers  Air  Force-wide.  These  services  focus  on  identifying  hazardous  ma- 
terials and  proper  handling/disposal  requirements,  while  promoting  less  hazardous 
substitutes. 

The  three  Regional  Compliance  Offices  serve  as  the  principal  advisor  and  Air 
Force  single  point  of  contact  on  regional  compliance  matters  with  Federal  and  State 
regulatory  agencies.  They  evaluate  the  impact  on  the  Air  Force  of  proposed  Federal, 
regional,  and  State  environmental  standards  and  provide  oversight  of  Air  Force 
compliance  programs.  In  addition,  they  assist  in  the  resolution  of  environmental 
complifmoe  issues  and  manage  all  Air  Force  third-party  site  cleanup  program  activi- 
ties. 

Senator  McCain.  The  DOD  National  Defense  Center  for  Environmental  Excel- 
lence (NDCEE),  the  Army  Center  for  Environmental  Excellence  (ACEE),  and  the  Air 
Force  Center  for  Environmental  Excellence  (AFCEE)  have  been  established  to  ad- 
dress a  variety  of  issues  related  to  the  environment.  What  is  the  AFCEE  and  ACEE 
financial  breakout  of  people  and  dollars  by  divisions  ad  office? 

Mr.  McCall.  The  total  number  of  personnel  authorized  at  the  Air  Force  Center 
for  Environmental  Excellence  and  their  locations  in  the  organization  are  outlined 
below. 

CIVILIAN  PERSONNEL 

(At  ot  May  22,  199S] 


Off  in 


Total 


O&M        BRAC  1       BRAC  2       BRAC  3        MFH ' 


DERA 


Commander 

Quality  Office  

Atlanta  Compliance  Office 

Dallas  Compliance  Office  

San  Francisco  Compliance  Office 

Mission  Support  

PuWic  Affairs  

Legal  

Construction  Management 

Design  Group  

Environmental  Restoration 

Environ  Conservation  &  Planning 

Contracting  

Pollution  Prevention  


3 
1 

12 
13 
13 
37 
3 
6 

29 
17 
103 
37 
74 
9 


4 

3 

4 

4     

14 

0     

1 

0     

3 

0     

0 

12     

42 

0     

0 

6     

39 

Commander  

Quality  Office 

Atlanta  Compliance  Office  

Dallas  Compliance  Office 

San  Francisco  Compliance  Office 

Mission  Support 

Public  Affairs 

Legal  

Construction  Management  

Design  Group  

Environmental  Restoration  

Environ  Conservation  &  Planning 
Contracting 


2 
0 
0 
1 
0 
2 
0 
3 
9 
0 
17 
10 
0 


Totals  357         121           32           72 

22 

0 

110 

'AFCEE  does  not  have  any  MFH  authorizations  i*  tiical  year  1995  Personnel  on-board  are  carried  as  overhires 

Oltic* 

Total 
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OHice 


Pollution  Prevention 
Totals 


47 


nSCAL  YEAR  1995  RNANCIAL  PROGRAM  (as  of  April  1995)  BY  OFFICE/FUND  TYPE 
[Dollan  ia  tkousaids] 


Off  let 


O&M 


BMC  1 


Total 


Commander 

Quality  Office  

Atlanta  Compliance  Office  . 
Dallas  Compliance  Office  .. 
San  Francisco  Compliance 

Office  

Mission  Supprt  

Public  Affairs  

Legal  

Construction  Management  . 

Design  Group  

Environmental  Restoration  . 
Environ  Conservation  & 

Planning  

Contracting  

Pollution  Prevention  


$100.2 
77.8 
76.5 
799 

126.0 

13.071.3 

27.5 

21.7 

374.3 

345.0 

5.0 

301.2 

0.5 

2,066.1 


$11.9 

114.1 

135.6 

6.0 

4.0 

16.622.7 

15.4 

35.6 

1,451.9 

7.759.9 

3.364.1 
2.0 
10.0 

1.009.2 

9.380.3 
1.0 

6.4 

0.5 

366.8 

7  943  7 

15,1.8 

590.4 
351.0 

3.963.0 

118.2 
342 

5.702.8 

304  2 

584 

113.8 

7.0 

$112.1 

77.8 

190.6 

215.5 

1.587.9 

51.207.5 

248.9 

74.2 

741.1 

345.0 

33,201.3 

1,314.0 
$557.9 
2,073.1 


Totals $16,673.0      $16,078.6      233.217.8       $7,491.5        $1,353.0      $16,900.0      $91,743.9 

Dollars  shown  is  funding  received  by  AFCEE  to  operate  the  organization  as  well 
as  for  necessary  contractual  support  for  Air  Force  wide  initiatives.  For  example,  $1.3 
million  of  the  dollars  shown  for  Pollution  Prevention  are  for  PRO-ACT — tne  tech- 
nology information  clearinghouse.  All  operations  and  support  costs  are  included  in 
the  financial  breakout  for  the  Mission  Support  area.  Further  detailed  breakout  for 
this  area  follows: 

Miunn  Support 

Civilian  Pay  

Militaiy  Pay 

Utilities/Rent 

Communications _ 

Equipment  Maintenance 

Pnnting 

Transportation  

Supplies/Equipment 

Administrative  

Automatic  Data  Processing 

IRP  Information  Managemetit  

Contract  Support  

Total  


O&M 

BRACl 

BRAC2 

BRAC3 

MFH 

DERA 

$7,512 
3583 

$4,778 

$12,453 

$2,950 

$1,009 

$6,901 

296 

198 

in 

Admin 

245 

in 

Admin 

5 

in 
Admin 

95 

92 

33 

206 

16 

70 

in 
Admin 

in 
Admin 

in 
Admin 

in 
Admin 

in 
Admin 

in 
Admin 

34 

15 

15 

352 

127 

0 

1.350 

625 

755 

54 

190 
1,433 
2,302 

179 
28 

143 
58 

0 

1.151 

0 

946 

845 

63 

$13,071 

$7,760 

$16,623 

$3,364 

1.009 

$9,380 

In  addition  to  the  above  dollars  managed  by  AFCEE,  their  workload  consists  of 
programs  and  projects  budgeted  for  by  other  organizations  and  managed  by  AFCEE. 
The  Construction  Management  Directorate  manages  $1.7  billion  worth  of  military 
construction  and  military  family  housing  projects.  The  Design  Group  is  responsible 
for  $15  million  in  design  contracts.  The  Environmental  Restoration  Directorate 
manages  $1  billion.  The  Environmental  Conservation  and  Planning  Directorate 
manages  $50  million  in  contracts  and  the  Pollution  Prevention  Directorate  manages 
$20  million. 
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Since  AFCEE's  birth  in  1991,  the  organization  has  made  great  progress  for  Air 
Force  environmental  programs:  in  environmental  compliance,  our  open  enforcement 
actions  have  decreased  irom  252  to  89  as  of  the  end  of  2nd  quarter,  flscal  year 
1995 — a  65  percent  decrease;  we  have  closed  one-third  of  our  hazardous  waste  sites; 
and  our  solid  and  hazardous  waste  disposals  have  decreased  by  46  f>ercent  and  70 
percent,  respectively.  Additionally,  AFCEE  has  obtained  regulator  approval  for 
using  natural  and  low  technical  cleanup  processes,  such  as  natural  attenuation, 
bioslurping,  and  bioventing,  at  more  than  82  installations  saving  the  Air  Force  mil- 
lions of  dollars.  In  summary,  AFCEE's  404  military  and  civilian  personnel  manage 
contracts  totaling  nearly  $2.8  billion  at  a  cost  of  $91.7  million — an  overhead  rate 
of  just  3.3  percent  and  a  tremendous  return  on  investment  for  the  American  tax- 
payer. 

AIR  FORCE  CENTER  FOR  ENVIRONMENTAL  EXCELLENCE 

Senator  McCain.  The  DOD  National  Defense  Center  for  Environmental  Excel- 
lence (NDCEE),  the  Army  Center  for  Environmental  Excellence  (ACEE),  and  the  Air 
Force  Center  for  Environmental  Excellence  (AFCEE)  have  been  established  to  ad- 
dress a  variety  of  issues  related  to  the  environment.  What  measures  have  been 
taken  to  manage  the  AFCEE  and  ACEE  environmental  functions? 

Mr.  McCall.  The  Air  Force  Civil  Engineer  provides  policy  and  other  essential 
guidance  to  the  Air  Force  Center  for  Environmental  Excellence,  in  addition  to  over- 
sight of  policy  execution.  As  a  service  center  for  Air  Force  major  commands,  AFCEE 
provides  technical  and  contracting  support  in  adherence  with  directives  and  laws 
implemented  by  Air  Force  Policy  Directive  32-70  (Oct.  15,  1993),  in  addition  to 
other  specific  Air  Force  instructions  relevant  to  their  environmental  functions.  The 
directive  and  instructions  provide  detailed  guidance  and  procedures  for  executing 
the  four  Air  Force  environmental  pillars  of  cleanup,  compliance,  conservation,  and 
pollution  prevention.  Details  include  but  are  not  limited  to  policy,  responsibilities, 
resources,  performance  metrics,  and  reporting  requirements. 

Senator  McCaIN.  The  DOD  National  Defense  Center  for  Environmental  Excel- 
lence (NDCEE),  the  Army  Center  for  Environmental  Excellence  (ACEE),  and  the  Air 
Force  Center  for  Environmental  Excellence  (AFCEE)  have  been  established  to  ad- 
dress a  variety  of  issues  related  to  the  environment.  What  technical  projects,  if  any, 
are  currently  being  worked  by  AFCEE  and  ACEE?  What  is  the  status  of  the 
projects? 

Mr.  McCall.  The  AFCEE  is  currently  working  technology  demonstration  projects 
in  the  environmental  restoration  area. 

Natural  Attenuation 

Natural  attenuation  (a.k.a.  intrinsic  remediation)  is  a  viable  remediation  approach 
based  on  the  verification  that  in  situ  natural  processes,  such  as  biodegradation  (aer- 
obic and  anaerobic),  represent  a  treatment  system  capable  of  effective  contaminant 
cont?.inment  and  destruction.  The  natural  attenuation  approach  views  subsurface 
materials  and  processes  as  a  bioreactor  and  allows  a  scientifically  defensible  means 
of  evaluatinjg  this  option  alongside  traditional,  more  intrusive  approaches. 

The  AFCEE  Natural  Attenuation  Initiative  (47  sites;  28  Bases;  10  U.S.  EPA  He- 
rons) is  developing  the  methods,  protocols,  and  regulatory  awareness  necessaiy  to 
implement  this  responsible  and  cost-effective  alternative  across  the  DOD.  To  date, 
AFXUEE  has  collected  data  at  25  sites  in  cooperation  with  EPA's  Robert  S.  Kerr  En- 
vironmental Research  Laboratory  (RSKERL)  in  Ada,  OK,  and  our  experience  is 
being  documented  in  the  Technical  Protocol  for  Implementing  the  Intrinsic  Remedi- 
ation with  Long-Term  Monitoring  Option  for  Natural  Attenuation  of  Dissolved-Phase 
Fuel  Contamination  in  Ground  Water. 

Bioslurper — Vacuum-mediated  free  product  recovery  / bioremediation. 

Bioslurj>er  is  a  technology  for  sites  where  petroleum,  oils,  or  lubricants  (POL) 
have  accumulated  to  the  extent  that  they  are  present  as  a  tree  liquid  "floating"  on 
the  water  table.  Traditional  tree  product  recovery  technologies  extract  POL  tree 
product  that  drains  by  gravity  into  an  extraction  well.  In  contrast,  bioslurper  em- 
ploys a  vacuum  as  the  driving  force  to  enhance  POL  tree  product  removal  and  pro- 
vide needed  oxygen  to  enhance  biodegradation  of  residual  contamination.  Thus,  pro- 
viding aggressive  cleanup  by  treating  tree  product  and  soil  contamination  simulta- 
neously. 

The  AFCEE  Bioslurper  Initiative  (35  sites;  33  bases;  7  U.S.  EPA  Regions)  is  de- 
signed to  accomplish  two  goals.  First,  a  protocol  will  be  developed  comparing  simple 
empiricfd  methods  for  evaluating  potential  for  product  removal  with  actual  product 
removal  accomplished  with  the  most  aggressive  vaccum-assisted  product  removed 
technique,  bioslurping.  Second,  for  sites  where  significant  product  removal  is  pos- 
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sible,  the  bioslurper  initiative  will  collect,  at  multiole  sites,  necessaiy  cost  and  per- 
formance data  for  comparison  with  conventional  technologies. 

Bioventing. 

Bioventing  is  a  remediation  technology  for  the  cleanup  of  soils  contaminated  with 
petroleum  hydrocarbons  or  any  aerobically  biodegradable  contaminant.  Bioventing 
uses  an  air  delivery  system  providing  needed  oxygen  in  the  form  of  air  to  support 
in  place  biodegradation. 

The  AFCEE  Bioventing  Initiative  (123  sites;  54  bases;  10  U.S.  EPA  Regions)  has 
demonstrated  the  effectiveness  of  this  technology  ("tooD  to  preferentially  destroy 
the  risk-based  benzene,  toluene,  ethylbenzene,  and  xylene  (BTEX)  compounds. 
Therefore,  bioventing  is  particularly  well  suited  for  risk-based  approach.  Also  effec- 
tive for  treatment  of  TPH  (3-5  years),  bioventing  has  been  demonstrated  to  degrade 
BTEX  to  acceptable  levels  in  as  little  as  1  year. 

Cost-effective  Vapor-phase  Treatment. 

Remediation  and  pollution  prevention  processes  such  as  soil  vapor  extraction,  air- 
stripping,  or  organic  stack  emissions  often  require  treatment  of  vapor  discharges. 
AF(JEE  is  currently  field  testing  and  implementing  several  vapor  phase  treatment 
technologies.  These  technologies  include:  (1)  Internal  combustion  engine  systems  for 
the  treatment  of  hydrocarbon  vapors  (5  sites;  5  bases;  3  VS.  EPA  Regions);  (2) 
Regenerable  polymer-based  adsorption  units  for  the  treatment/recycling  of  a  wide 
variety  of  chlorinated  and  nonchlorinated  pollutants  (10  sites;  10  bases,  6  U.S.  EPA 
Regions);  (3)  Above-ground  and  in  situ  biofilters  for  the  treatment  of  petroleum  hy- 
drocarbons (3  sites;  3  bases;  2  U.S.  EPA  Regions);  (4)  Ozone-enriched  volatile  or- 
ganic compound  (VOC)  destruction  system  aimed  at  process  off-gas  treatment  of 
chlorinatea  or  nonchlorinated  compounds  (1  site);  and  (5)  Vapor  phase  bioreactor  for 
chlorinated  hydrocarbons  (1  site). 

DEFENSE  AND  STATE  MEMORANDA  OF  AGREEMENTS 

Senator  McCain.  DOD  has  reouested  about  $21  million  to  fund  Defense  and  State 
Memoranda  of  Agreements  (DSMOAs).  DSMOAs  provide  for  DOD  reimbursement  to 
States  and  U.S.  territories  for  regulatory  oversight  costs.  DOD  has  testified  that  it 
supports  these  reimbursements  because  they  enable  State  regulatory  performance 
and  help  to  avoid  legal  confrontations.  Why  should  we  continue  to  use  the  DOD 
budget  to  fund  State  regulatory  activities  that  are  driven  by  Federal  mandates  im- 
posed by  a  non-defense  Federal  agency? 

Ms.  KandaraS.  There  is  no  legal  obligation  to  fund  State  cleanup  oversight  costs 
out  of  a  DOD  account.  The  DSMOA  policy  is  not  driven  by  a  non-defense  Federal 
agency.  Rather,  DOD  has  committed  to  ease  the  burden  on  States  for  their  partici- 
pation in  the  DOD  cleanup  effort.  To  the  extent  that  State  laws  apoly  to  cleanup 
activities  at  Navy  facilities  not  on  the  National  Priorities  List  (NPL),  the  State  could 
be  expected  to  be  responsible  for  the  funding  to  oversee  those  laws.  However, 
DSMCjA  provides  some  leverage  to  insist  on  timely  review  of  documents  and  partici- 
pation in  partnering  sessions,  cleanup  meetings,  and  public  outreach  programs. 
Without  DSMOA  funding,  competing  priorities  for  State  regulator's  time  leads  to 
unnecessary  delays  and  confiict. 

Additionally,  the  DSMOA  program  recjuires  that  the  State  regulatory  agency  go 
through  dispute  resolution  before  initiatmg  enforcement  action.  By  limiting  litiga- 
tion, tne  D^IOA  fosters  communication  between  DOD  components  and  State  regu- 
lators while  ensuring  compliance  and  expediting  cleanup. 

ADMINISTRATIVE  FINES  AND  PENALTIES 

Senator  McCain.  Federal  Facility  Compliance  Act  of  1992  expressly  waived  sov- 
ereign immunity  for  civil  and  administrative  fines  and  penalties.  What  has  the  DOD 
done  to  reduce  the  costs  and  inequities  associated  witn  protracted  negotiations  for 
assessed  violations  that  are  primarily  minor  administrative  deficiencies? 

Ms.  KandaRAS.  Navy  facilities  strive  to  avoid  receiving  Notices  of  Violation 
(NOV).  Our  program  is  two-fold.  We  have  implemented  the  Environmental  Compli- 
ance Evaluation  (ECE)  Program  under  which  each  Navy  installation  conducts  a  self- 
evaluation  annually,  and  undergoes  an  external  ECE  conducted  by  the  installations 
major  claimant  at  least  once  every  three  years.  During  these  ECEs  we  identify 
areas  of  non-compliance,  and  endeavor  to  correct  problems  before  receiving  NOVs 
and  related  fines. 

If  a  Navy  installation  receives  an  NOV  and  a  fine.  Navy  negotiates  with  the  regu- 
latory agency  to  reduce  or  eliminate  the  fine.  Some  regulators  have  agreed  to  accept 
Supplemental  Environmental  Projects  in  lieu  of  partial  payment  of  assessed  fines 
and  penalties.  Our  experience,  however,  is  that  a  certain  portion  of  all  fines  must 
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be  paid  as  a  penalty  for  non-compliance.  It  has  been  our  experience  that  State  regu- 
lators would  rather  see  Navy  maintain  compliance  with  environmental  laws,  than 
to  receive  payment  for  non-compliance  related  fines. 

The  Navy,  in  coniunction  with  the  DOD  Alternative  Disputes  Resolution  (ADR) 
Working  Group,  is  aeveloping  procedures  to  resolve  disputes,  environmental  as  well 
as  contractual,  at  the  first  appropriate  management  level  by  using  ADR  methods 
to  promote  timely,  productive  negotiations.  AUR  methods  may  include  partnering 
agreements,  mini-tnals,  third  party  arbitration,  and  negotiations  designed  to  settle 
disputes  without  resorting  to  expensive  and  protracted  lawsuits. 

BRAC  95  IMPACT  ON  FINES  AND  PENALTIES 

Senator  McCain.  Once  BRAC  95  is  over  isn't  there  a  possibility  that  some  States 
will  no  longer  have  incentive  to  hold  back  on  fines  and  penalties?  Isn't  it  possible 
that  some  States  may  even  seek  to  maximize  fines  and  penalties  in  order  to  fund 
their  own  programs? 

Ms.  KandaraS.  It  may  be  possible.  Our  experience,  however,  is  that  State  regu- 
lators are  motivated  primarily  by  their  desire  to  protect  the  environment.  Their  fre- 
quent willingness  to  reduce  fines  subsequent  to  our  correction  of  violations  dem- 
onstrates this  clearly. 

FINES  AND  PENALTIES 

Senator  McCain.  If  the  States  do  maximize  fines  and  penalties  won't  this  pose 
a  threat  to  the  DOD  budget  and  the  Federal  deficit? 

Ms.  Kandaras.  If  States  maximize  fines  and  penalties,  the  unanticipated,  and 
unbudgeted  cost  could  impact  the  Department  of  the  Navy  budget  and  adversely  af- 
fect readiness.  The  Navy  has  over  200  major  installations  that  are  subject  to  the 
environmental  enforcement  authority  of  State  regulatory  agencies.  Any  penalty  re- 
ceived by  an  installation  is  paid  for  from  the  operations  and  maintenance  fiinds  of 
the  installation  at  the  expense  of  some  other  program.  Therefore,  if  States  maximize 
fines  and  penalties.  Navy  installations  could  face  significant  budgetary  shortfalls 
that  impact  the  Navy's  mission. 

To  date.  Federal  and  State  regulators  have  not  sought  to  maximize  fines.  In  most 
cases,  the  regulators  have  been  willing  to  negotiate  depending  on  the  extent  of  the 
violation  and  regulatory  interaction. 

VIOLATIONS  THAT  TRIGGER  CLEANUP  ACTION 

Senator  McCain.  If  the  notion  of  FFCA  fines  and  penalties  is  retained,  might  it 
be  more  effective  to  allow  assessments  only  for  violations  that  actually  trigger  the 
need  for  corrective  cleanup  action? 

Ms.  Kandaras.  Yes,  Fines  and  penalties  should  be  based  on  protection  of  the  en- 
vironment and  not  on  technical  and  administrative  violations  of  intricate  environ- 
mental regulations. 

SERVICE  PERSPECTIVE  ON  FFXJA 

Senator  McCain.  What  is  the  service  and  DLA  perspective  on  FFCA? 

Ms.  Kandaras.  One  FFCA  requirement  that  could  have  significant  impact  on  the 
Navy  is  Section  107.  FFCA  Section  107  directs  EPA  to  develop,  in  consultation  with 
the  DOD  and  appropriate  State  officials,  regulations  that  identify  when  military 
munitions,  both  chemical  and  conventional,  become  hazardous  waste,  and  that  pro- 
vide for  the  safe  transportation  and  storage  of  such  waste.  The  draft  proposed  rule, 
as  currently  written,  ofTers  no  standardized  national  regulations  for  military  muni- 
tions that  incorporate  safe  explosive  handling  practices.  The  draft  proposed  rule  also 
fails  to  ensure  that  State  or  local  communities  regulate  the  treatment,  storage  or 
disposal  of  munitions  in  a  safe  manner  relative  to  their  explosive  characteristics, 
ana  fails  to  provide  for  safety  handling  procedures  as  required  by  the  DOD  Explo- 
sives Safety  Board  and  the  Navy's  guidance. 

The  Navy  recommends  EPA  encourage  and  promote  consistency  among  Federal 
and  State  regulatory  agencies  with  RCRA  authorized  programs.  Otherwise,  we 
might  have  to  comply  with  over  30  different  munitions  regulations  that  could  be  far 
more  stringent  than  Federal  regulations. 

The  draft  proposed  rule  also  identifies  munitions  as  hazardous  waste  when  re- 
moved from  storage  for  disposal  and,  therefore,  munitions  must  be  shipped  as  haz- 
ardous waste  as  opposed  to  becoming  hazardous  waste  afler  being  certified  for  dis- 
posal at  the  treatment,  storage  and  disposal  facility  (TSDF).  The  characteristics  of 
munitions  while  in  storage  arc  no  different  than  they  are  when  shipped  to  the  TSDF 
for  treatment,  storage  or  certification  for  disposal.  This  concept  as  proposed  will 
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have  significant  impacts  on  the  Navy,  because  Navy  activities,  under  current  Re- 
source Conservation  and  Recovery  Act  (RCRA)  permits  are  not  allowed  to  receive 
hazardous  waste  from  off-site.  All  permit  modifications  will  have  to  go  through  the 
full  public  comment  process  and  could  lead  to  high  administrative  costs  while  result- 
ing in  little  or  no  environmental  benefit. 

EPA  REIMBURSEMENT  FOR  BRAC  FAST  TRACK  PROGRAM 

Senator  McCain.  DOD  testified  that  EPA  is  receiving  reimbursement  for  its  par- 
ticipation in  the  BRAC  Fast  Track  Program.  What  amount  of  reimbursement  has 
been  paid  to  EPA  to  date? 

Ms.  KaNDARAS.  Reimbursement  of  the  EPA  participation  in  the  BRAC  Fast  Track 
Program  is  cost  shared  among  the  services.  Navy  cost  share  is  determined  by  the 
DOD.  Reimbursement  to  date  is  $5,295,000: 

(Dalian  »  tliousa*ds] 

Fiscal  year 


1994  1995 


BRAC  1988  $0  $0 

BRAC  1991  1,083         918 

BRAC  1993  1.616       1,677 

Total $2,699     $2,595 

WHY  REIMBURSE  EPA 

Senator  McCain.  DOD  testified  that  EPA  is  receiving  reimbursement  for  its  par- 
ticipation in  the  BRAC  Fast  Track  Program.  Why  is  EPA  being  reimbursed? 

Ms.  Kandaras.  On  September  9,  1993,  DOD  provided  implementing  guidance  for 
the  President's  Five  Part  Program  to  speed  economic  recovery  at  communities  with 
base  closures.  One  part  of  this  plan  is  Fast  Track  Cleanup.  Fast  Track  Cleanup  in- 
volves establishing  the  BRAC  Cleanup  Team  (BCT).  This  team  is  comprised  of  the 
Navy  BRAC  Environmental  Coordinator  (BEC),  the  EPA  Region  representative  and 
the  State  Regulator  Representative.  This  partnering  between  the  Navy  and  the  reg- 
ulators speeds  up  review  times  and  cycles,  empowers  the  team  with  the  authority 
and  responsibility  for  environmental  cleanup  programs.  The  EPA  does  not  budget 
for  this  additional  effort,  but  is  reimbursed  oy  DOD  through  an  interagency  agree- 
ment. DOD  determines  the  cost  share  among  the  services. 

The  Navy  strongly  recommends  continued  funding  for  EPA  support.  Because  of 
this  funding,  we  have  been  able  to  reduce  review  times  per  document  of  6  to  9 
months  to  as  short  as  1  to  2  months.  The  BCT  is  on-site  and  a  majority  of  review 
comments  and  discussions  are  conducted  on-site,  also  reducing  time  in  drafling  for- 
mal review  comments  and  responding  to  them. 

FISCAL  YEAR  1996  DERA  REQUEST 

Senator  McCain.  The  fiscal  year  1996  DERA  reauest  is  $1.62  billion.  What  is  the 
total  amount  of  the  original  fiscal  year  1996  DEKA  budget  request  submitted  to 
OSD  by  the  services? 

Ms.  Kandaras.  The  Navy  DERA  budget  request  submitted  to  OSD  for  fiscal  year 
1996  was  $464.2  million.  The  OSD  control  number  for  Navy  as  of  May  3,  1995  is 
$421.4  million. 

original  OSD  FISCAL  YEAR  1996  DERA  BUDGET  REQUEST- 

Senator  McCain.  What  was  the  original  OSD  fiscal  year  1996  DERA  budget  re- 
quest submitted  to  0MB? 

Ms.  Kandaras.  The  Navy's  allocation  of  the  fiscal  year  1996  DERA  President's 
budget  submission  of  January,  1995  was  $423.5  million. 

COST  EFFECTIVENESS  IN  RELATIVE  RISK 

Senator  McCaIN.  The  DOD  fiscal  year  1996  DERA  budget  request  was  based  on 
a  new  approach  to  site  characterization  referred  to  as  relative  risk.  Apparently  site 
evaluations  have  not  been  completed  at  BRAC  installations.  Will  the  element  of  cost 
effectiveness  be  factored  into  the  relative  risk  evaluations?  How? 

Ms.  Kandaras.  The  element  of  cost  effectiveness  is  not  factored  into  the  relative 
risk  evaluations  themselves.  Relative  risk  evaluations  determine  the  site  risk  level 
(high,  medium,  low)  using  current  information  available  on  contaminant(s)  of  con- 
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cem,  pathway(8)  and  receptoKs).  For  BRAC  installations,  relative  risk  will  be  used 
to  establish  cleanup  priorities,  with  reuse  being  the  primary  driver  for  cleanup.  Cost 
effectiveness  is  factored  when  the  Navy  addresses  the  requirements  for  cleanup  or 
other  actions  to  minimize  the  risk. 

REGULATORS  SUPPORT  RELATIVE  RISK  APPROACH 

Senator  McCain.  Although  the  regulators  have  supported  the  relative  risk  ap- 
proach in  concept  what  assurance  do  you  have  that  they  will  support  its  implemen- 
tation in  fiscal  year  1996? 

Ms.  Kandaras.  We  have  had  numerous  discussions  with  regulators  on  this  subject 
both  at  the  national  level  and  at  local  levels.  In  particular,  this  issue  has  been  dis- 
cussed by  the  Federal  Facilities  Environmental  Restoration  Dialogue  facilitated  by 
the  Keystone  Center.  A  report  is  expected,  this  year.  In  summary,  tnere  is  wide  sup- 
port among  stakeholders  for  the  concept  of  relative  risk  with  some  qualifications. 
The  most  important  is  that  "risk  assessment"  has  its  limits  and  it  is  only  one  ele- 
ment used  in  determining  priorities  for  cleanup  project  execution.  Other  less  quan- 
titative factors  must  be  considered  in  a  full  risk  management  scheme.  The  other 
concern  among  stakeholders  is  that  relative  risk  ranking  should  not  be  used  as  an 
excuse  to  continue  reductions  in  funding.  Regulators  are  willing  to  work  with  Fed- 
eral agencies  to  implement  relative  risk  coupled  with  a  stable  level  of  funding.  To 
answer  your  specific  question  about  fiscal  year  1996,  we  believe  regulators  will  sup- 
port relative  nsk  if,  in  their  opinion,  funding  levels  do  not  drop  to  unacceptable  lev- 
els. 

RELATIVE  RISK  EVALUATIONS  AT  BRAC  I,  II,  AND  III  SITES 

Senator  McCain.  How  long  will  it  take  to  complete  these  evaluations  at  BRAC 
I,  II,  and  m  sites? 

Ms.  Kandaras.  The  Relative  Risk  Evaluation  (RRE)  model  will  initially  be  used 
at  applicable  BRAC  I,  II,  and  III  sites  for  input  to  the  budget  review  process.  This 
initial  run  should  be  complete  by  June  16,  1995  but  should  be  considered  prelimi- 
nary since  a  comprehensive  analysis  could  not  be  performed  for  all  sites  within  the 
time  frame  allowed.  RRE  is  based  on  three  factors:  (1)  Contaminants  and  their  Con- 
centrations, (2)  Pathways,  and  (3)  Receptors.  We  have  gathered  test  data  to  deter- 
mine the  contaminants  and  their  concentrations,  but  additional  coordination  with 
all  interested  parties  will  be  required  to  better  assess  the  other  two  factors.  Regu- 
lator support  will  be  reauired  to  perform  a  more  comprehensive  evaluation.  Depart- 
ment of  tne  Navy  intends  on  using  the  RRE  as  a  tool  to  supplement  BRAC  environ- 
mental program  strategy  and  funding  priorities,  with  the  primary  driver  for  the 
funding  of  environmental  clean-up  being  reuse  and  property  aisposal. 

IMPLEMENTING  RELATIVE  RISK 

Senator  McCaIN.  The  statements  of  the  services  express  support  for  the  relative 
risk  approach.  Are  the  services  prepared  to  implement  this  approach  in  fiscal  year 
1996? 

Ms.  Kandaras.  Navy  is  implementing  relative  risk  now.  The  majority  of  our  sites 
have  been  evaluated  for  relative  risk,  and  we  are  in  the  final  stages  of  evaluating 
the  remainder.  The  principal  obstacle  to  fully  implementing  relative  risk  is  the  ex- 
istence of  previously  negotiated  cleanup  agreements  containing  cleanup  schedules 
unrelated  to  relative  risk. 

CBO  APPROACH  ON  RELATIVE  RISK 

Senator  McCain.  The  Congressional  Budget  Office  (CBO)  recent  report  on  DOD 
cleanup  recommended  the  delay  of  more  costly  and  difficult  cleanup  projects  that 
are  not  a  threat  to  human  health  and  the  environment  in  order  to  allow  for  the  de- 
velopment of  more  efficient  technologies.  Will  the  relative  risk  approach  incorporate 
the  CBO  recommended  course  of  action?  How? 

Ms.  Kandaras.  Yes,  sites  posing  the  greatest  risk  to  human  health  will  be 
cleaned-up  first.  Coat  and/or  complexity  will  be  secondary  considerations  in  cleanup 
scheduling.  The  Navy  uses  relative  nsk  to  delay  the  execution  of  large,  complex 
cleanups  that  represent  little  risk  to  humans  or  the  environment.  This  increases  the 
probability  that  more  cost  effective  and  efficient  technologies  can  be  utilized  to 
achieve  significant  savings  in  the  future. 

impact  of  NOT  FOJNDING  LOW/MEDIUM  RISK  SITES 

Senator  McCain.  Your  written  testimony  addresses  an  excellent  point  related  to 
the  relative  risk  approach,  and  that  is  DLRA  vulnerability  to  funding  adjustments 
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based  on  the  relative  risk  prioritization  of  sites.  The  rationale  for  funding  (a  mixture 
of)  high,  medium  and  low  (relative)  risk  sites  is  to  maintain  flexibility  within  a  sta- 
ble program.  What  would  be  the  actual  impact  if  all  low  and  some  medium  (relative) 
risk  sites  were  not  funded?  Describe  the  short-term  and  long-term  impacts. 

Ms.  Kandaras.  In  the  short  term,  all  previously  establisned  cleanup  agreements 
and  related  orders  not  funded  would  require  renegotiation.  There  is  a  strong  likeli- 
hood that  this  action  would  engender  skepticism  and  angst  among  regulators,  and 
some  degree  of  disappointment  and  concern  within  the  local  community.  However, 
based  on  our  analysis  of  the  risk  posed  by  these  sites,  we  can  demonstrate  that  lit- 
tle, if  any,  increase  in  risk  would  result  from  rescheduling  them.  In  the  long  run, 
it  is  likely  that  the  cost  of  any  project  delayed  will  tend  to  be  driven  upward  by 
time-induced  inflation.  Offsetting  this  risk,  is  the  possibility  that  better  and  cheaper 
technologies  will  become  available  making  a  cheaper,  better  cleanup  possible. 

FINES  AND  PENALTIES  UNDER  RCRA 

Senator  McCain.  DOD  and  service  statements  have  indicated  that  less  than  full 
DERA  funding  may  trigger  fines  and  penalties  under  the  Resource  Conservation 
and  Recovery  Act  (KCRA).  The  interagency  cleanup  agreements  have  force  majeure 
provisions  that  provide  for  renegotiation  based  on  unanticipated  funding  shortages. 
Absent  an  element  of  bad  faith  or  some  indication  that  DOD  failed  to  request  ade- 

Juate  funding,  renegotiation  of  these  agreements  should  be  a  viable  option.  Are 
lOD  and  the  services  suggesting  that  FFCA  fines  and  penalties  may  be  used  as  a 
means  to  bind  DOD  to  interagency  agreements? 

Ms.  Kandaras.  Fines  and  penalties  are  a  means  available  to  EPA  and  State  regu- 
lators to  enforce  DOD  cleanup  agreements  and  schedules  if  there  is  a  waiver  of  sov- 
ereign immunity  that  subjects  DOD  to  such  EPA  and  State  fines  and  penalties. 
CEnCLA  interagency  agreements  contain  a  stipulated  penalties  clause  cased  on 
CERCLA  Sections  122(1)  and  109  which  provide  that  EPA  may  assess  civil  penalties 
for  failure  to  comply  with  an  interagency  agreement  ("agreements  under  section 
9620").  There  is  no  waiver  of  immunity  in  CEIRCLA  that  subjects  DOD  to  fines  and 
penalties  under  State  CERCLA-type  laws.  However,  much  of  DOD's  DERA  funded 
cleanup  work  is  performed  pursuant  to  RCRA  and  State  hazardous  waste  laws. 
RCRA  Section  3004(u)  provides  that  EPA  shall  include  facility-wide  corrective  action 
(cleanup)  re<}uirements  in  RCRA  permits  it  issues,  and  RCRA  Section  3008(h)  gives 
EPA  authority  to  issue  corrective  action  (cleanup)  orders  to  facilities  operating 
under  interim  status.  Most,  if  not  all,  States  have  hazardous  laws  patterned  after 
Federal  RCRA  in  order  to  obtain  program  authorization  pursuant  to  RCRA  Section 
3006  whereby  State  law  applies  in  lieu  of  Federal  RCRA.  The  FFCA  (RCRA  Section 
6001)  subjects  DOD  to  botn  EPA  and  State  fines  and  f)enalties  for  violations  of 
RCRA  or  State  hazardous  waste  corrective  action  cleanup  requirements. 

DOD  CHALLENGE  OF  FINES  AND  PENALTIES  UNDER  RCRA 

Senator  McCain.  Would  DOD  challenge  such  State  action? 

Ms.  Kandaras.  DOD  CERCLA  agreements  provide  for  time  extensions  (force 
majeure)  if  sufficient  funds  are  not  available  to  complete  items  of  cleanup  work.  As- 
suming DOD  has  met  the  prerequisites  for  qualifying  for  the  force  majeure  time  ex- 
tension, or  other  substantive  defenses  are  available  to  it,  DOD  would  challenge  any 
EPA  assessment  of  CERCLA  penalties.  Subject  to  DOD  approval,  DOD  would  chal- 
lenge any  State  assessment  ofCERCLA  penalties  on  the  basis  that  no  waiver  of  sov- 
ereign immunity  exists.  EPA  or  State  RCRA  corrective  action  permits  or  orders  pro- 
vide for  time  extensions  if  there  is  good  cause,  often  without  specific  reference  to 
lack  of  funds.  If  sufficient  funds  are  not  available,  and  assuming  funds  had  been 
recpiested  and  DOD  made  all  other  good  faith  efforts  to  comply,  DOD  would  chal- 
lenge the  penalty  assessment  on  the  basis  that  good  cause  existed  for  a  time  exten- 
sion, as  well  as  on  the  basis  of  any  substantive  defenses  that  might  be  available. 

partnering 

Senator  McCain.  What  about  the  partnering  that  has  been  done  in  the  context 
of  Restoration  Advisory  Boards?  Will  this  prove  to  be  an  ineffective  tool  in  this  con- 
text? 

Ms.  Kandaras.  The  partnering  advances  established  with  the  Restoration  Advi- 
sory Boards  should  prove  to  be  a  valuable  tool.  The  Restoration  Advisory  Boards  are 
participating  in  establishing  cleanup  priorities.  During  the  process  of  establishing 
these  priorities,  RAB  members  become  familiar  with  contaminants,  receptors,  and 
migration  pathways  at  each  site.  This  process  fosters  an  understanding  of  the  rel- 
ative risk  of  a  site  and  allows  RAB  members  to  participate  in  defending  the 
prioritization  of  sites  and  renegotiating  cleanup  schedules  to  avoid  penalties. 
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NUMBER  OF  ACTIVE  SITES 

Senator  McCain.  DOD  testified  that  the  total  DERA  cleanup  would  cost  about 
$30  billion.  What  are  the  total  number  of  active  and  Formerly  Used  Defense  Sites 
(FUDS)  that  are  the  basis  for  this  cleanup  estimate? 

Ms.  Kandaras.  As  of  March  31,  1995,  the  Navy  has  4,201  sites  in  the  cleanup 
program.  3,381  sites  are  DERA  funded  and  820  sites  are  BRAC  funded. 

DEVOLVING  DERA 

Senator  McCain.  It  is  this  subcommittee's  understanding  that  DOD  has  decided 
to  devolve  the  DERA  account  to  the  services.  How  and  when  will  this  occur? 

Ms.  Kandaras.  In  a  memorandum  dated  May  3,  1995,  the  Deputy  Secretary  of 
Defense  devolved  the  DERA  account  to  the  services.  This  will  be  reflected  for  the 
first  time  in  the  fiscal  year  1997  President's  Budget.  An  initial  allocation  of  DERA 
funds  has  been  made  and  guidance  for  program  preparation  has  been  issued  to  the 
services.  Specifics  of  the  fiscal  year  1997  President's  Budget  for  environmental  res- 
toration for  all  elements  of  the  Defense  Department  will  be  finalized  over  the  course 
of  the  next  several  months. 

SERVICE  VIEW  ON  DEVOLVING  DERA 

Senator  McCain.  It  is  this  subcommittee's  understanding  that  DOD  has  decided 
to  devolve  the  DERA  account  to  the  services.  Are  the  services  prepared  to  take  on 
the  additional  responsibilities  associated  with  this  action? 

Ms.  Kandaras.  Yes. 

OBLIGATED  LEGACY  FUNDS 

Senator  McCain.  The  Legacy  Resource  Management  program  supports  protection 
of  natural  and  cultural  resources  on  DOD-owned  lands.  The  DOD  fiscal  year  1996 
budget  request  for  Legacy  funding  is  $10  million.  In  fiscal  year  1995  DOD  requested 
$10  million  for  Legacy  and  Congress  appropriated  $50  million.  The  OSD  Comptrol- 
ler originally  released  about  $10  million,  and  then  recently  released  another  $20 
million  of  the  fiscal  year  1995  Legacy  funds.  How  much  of  the  $20  million  that  was 
recently  released  has  been  obligated? 

Ms.  Kandaras.  The  Navy  has  disbursed  fiscal  year  1995  Legacy  funds  to  the  field 
in  the  amount  of  $2,983,183.  No  report  of  obligation  status  is  available. 

The  Marine  Corps  has  received  $2,833,000  in  fiscal  year  1995  Legacy  funds  for 
24  projects.  Of  that  amount,  $l,186,0Ci0  has  been  obligated  on  11  projects. 

LEGACY  PROJECTS 

Senator  McCain.  Identify  the  Legacy  projects,  and  the  amount  of  each  project,  re- 
lated to  the  fiscal  year  1996  budget  request. 

Ms.  Kandaras.  The  Legacy  Program  was  established  by  Congress  as  an  annual 
appropriation  and  has  therefore  not  gone  through  the  normal  Dudget  cycle.  Each 
year  that  funds  have  been  appropriated,  DOD  has  sent  out  a  call  for  projects,  based 
on  criteria  that  DOD  establishes.  DOD  then  validates  those  proposals  which  it  be- 
lieves are  appropriate  to  fund  and  which  are  highly  ranked  by  the  services.  DOD 
has  providea  to  the  committee  a  prioritized  fiscal  year  1996  list  of  projects  that  in- 
cludes all  services. 

SERDP  DATABASE 

Senator  McCain.  One  of  the  responsibilities  of  the  Strategic  Environmental  Re- 
search and  Development  Program  (SERDP)  Council  is  to  promote  the  maximum  ex- 
change of  information  and  ensure  a  minimum  amount  of  duplication  among  inter- 
ested entities.  Is  there  a  computerized  database  that  tracks  public  and  private  sec- 
tor technology  developments? 

Ms.  Kandaras.  There  is  not  a  centralized  Navy  database  that  tracks  public  and 
private  sector  technology  development.  There  are  existing  government  and  commer- 
cial databases  that  contain  information  applicable  to  the  science  and  technology 
community. 

STATUS  OF  SERDP  DATABASE 

Senator  McCaIN.  What  is  the  status  of  the  database  development? 
Ms.  Kandaras.  The  databases  referred  to  in  the  above  question  are  operational 
and  have  information  that  is  systematically  updated  on  a  regular  basis. 
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SITE  CHARACTERIZATION  AND  ANALYSIS  PENETROMETER  SYSTEM 

Senator  McCain.  The  Site  Characteri2ation  and  Analysis  Penetrometer  System 
(SCAT'S),  is  new  SERDP  technology  that  has  the  estimated  capability  of  reducing 
site  investigation  cost  by  50-  for  every  contaminant  for  which  a  chemical  sensor  is 
available.  Does  SCAF^  have  dual  use  applicability? 

Ms.  Kandaras.  Yes,  oil/fuel  contaminated  sites  are  caused  by  a  variety  of  military 
and  non-military  operations.  Both  DOD  and  the  commercial  sector  will  benefit  from 
its  cost-effective  approach  to  characterizing  contaminated  sites. 

SCAPS  COMMERCIAL  APPLICABILITY 

Senator  McCain.  Does  SCAT'S  have  commercial  applicability  for  oil  companies? 

Ms.  Kandaras.  Yes,  it  is  a  tool  that  can  be  used  to  characterize  contaminated 
sites  in  the  commercial  sector.  At  "  this  point  in  time,  the  feasibility  of  SCAPS  as 
an  oil  exploration  tool  is  unclear. 

SERDP  PRIVATE  SECTOR  FUNDING  FOR  SCAPS 

Senator  McCain.  Did  SERDP  seek  private  sector  funding  for  this  project 
(SCAPS)? 

Ms.  Kandaras.  No,  the  SERDP  program  itself  did  not  seek  private  sector  funding. 
But  the  Navy  has  established  a  Cooperative  Research  and  Development  Act 
(CRADA)  with  UNISYS  to  facilitate  the  transfer  of  technical  information  and  to  ac- 
celerate commercial  implementation. 

DUPLICATION  OF  TECHNOLOGY  DEVELOPMENTS 

Senator  McCain.  Each  of  the  military  services  have  their  own  environmental 
technology  programs.  How  do  the  services  avoid  duplication  of  technology  develop- 
ments among  themselves  and  with  SERDP? 

Ms.  Kandaras.  The  Tri-Service  Environmental  Quality  R&D  Strategic  Plan  is  the 
document  that  coordinates  the  Strategic  Environmental  Research  and  Development 
Program  (SERDP)  and  all  of  the  Military  Departments'  R&D  efforts.  It  is  not  just 
a  compendium  of  ongoing  work  but  rather  a  joint  efTort  to  build  a  program  where 
non-duplicative  R&D  is  undertaken  to  support  all  military  customers.  The  basis  of 
each  technology  area  is  an  environmental  requirement.  From  this,  a  strategy  or 
"roadmap"  to  meet  the  reouirement  is  planned  and  then  individual  technologies  and 
investigators  are  assigned.  This  approach  provides  a  customer-oriented  focus  that 

f>re vents  the  R&D  program  from  devolving  into  a  series  of  fixes  to  individual  prob- 
ems  or  duplicative  R&D  among  the  various  programs.  The  process  is  administered 
bv  the  Joint  Engineers  Management  Panel  with  activity  distributed  according  to  the 
Tri-Service  Reliance  Template. 

OZONE  DEPLETING  SUBSTANCES  TECHNOLOGY 

Senator  McCaiN.  The  services  are  pursuing  technology  in  the  area  of  ozone  de- 
pleting substances.  In  the  area  of  ozone  depleting  substances,  what  is  the  overall 
status  of  service  technology  in  relation  to  the  phaseout  such  substances? 

Ms.  Kandaras.  The  Navy-wide  phaseout  ozone  depleting  substances  (ODSs)  is  a 
comprehensive  program  afiecting  facility  and  weapon  system  operations.  The  struc- 
tured approach  to  ODS  phaseout  is  to  use  ongoing  Research,  Development,  Tech- 
nology and  Evaluation  enorts  to  identify  viable  alternatives  for  each  ODS  applica- 
tion and  develop  implementation  plans. 

ODSs  are  generally  classified  into  three  applications;  refrigerants,  fire  fighting 
agents,  and  solvents.  Within  DOD,  there  are  multiple  agents  used  in  each  of  these 
applications.  CFC-11,  CFC^-12,  and  CFC-114  are  used  as  refrigerants  and  in  cool- 
ing systems  on  ships,  aircraft,  submarines,  ground  vehicles,  and  facilities.  Halons 
1211  and  1301  are  used  as  fire  fighting  agents  for  aircraft,  ship,  ground  combat  ve- 
hicles, and  shore  facility  fire  protection.  Halon  1211  is  a  streaming  agent  primarily 
used  for  flight  line  fire  protection.  Crash,  Fire,  and  Rescue  (CFR)  vehicles,  aircraft 
fire  protection  on  air  capable  ships,  and  in  portable  fire  extinguishers  used  in  facili- 
ties. Halon  1301  is  a  flooding  agent  used  in  general  room  flooding  applications  in 
facilities  as  well  as  in  space  protection  in  ships,  aircraft,  aircraft  engine  nacelles, 
and  ground  combat  vehicles.  There  are  thousands  of  different  ODS  solvent  applica- 
tions for  military  weapon  systems,  platforms,  and  facilities.  The  major  solvents  in 
use  are  methyl  chloroform,  carbon  tetrachloride,  CFC-113,  CFC-11,  and  CFC-12. 

The  Navy  has  developed  partnerships  with  other  DOD  components  and  private  in- 
dustry to  identify  viable  alternatives  for  each  of  these  applications.  Alternatives 
must  meet  performance,  safety,  and  cost  parameters.  They  must  have  low  ozone-de- 
pleting potential  (ODP),  low  Global  Warming  Potential,  and  meet  EPA  require- 
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ments.  All  alternatives  considered  by  the  Navy  must  have  an  ozone  depletion  poten- 
tial (ODP)  of  0.05  or  less  and  be  Environmental  Protection  Agency  (EPA)  Significant 
New  Alternatives  Program  (SNAP)  approved.  The  challenge  with  ODS  phaseout  is 
that  no  "drop  in"  replacements  have  been  identified.  Where  before,  one  substance 
could  be  used  in  50  different  applications,  now  50  different  substances  may  be  re- 
quired. Alternatives  are  oflen  accompanied  by  increased  space  and  wei^t  require- 
ments that  make  retrofit  challenging  or  impossible.  In  a  few  cases,  no  acceptable 
alternatives  have  been  found  forgiven  applications.  This  is  the  case  with  Halon 
1301.  Fire  suppression  alternatives  exist  for  facility  applications,  but  these  often  re- 
quire 2-3  times  the  space  and  weight  of  Halon  1301,  making  them  unusable  for 
weapon  systems  retrofit.  In  those  mission-critical  applications  where  no  viable  alter- 
natives have  been  identified,  the  Navy  has  identified  ODS  requirements  to  support 
weapon  system  applications  after  proauction  Defense  Logistics  Agency  (DLA),  which 
was  directed  by  the  phaseout.  These  requirements  have  been  communicated  to  the 
Under  Secretary  of  Defense  (Acquisition)  in  1992  to  establish  a  Defense  Reserve  of 
ODSs.  Materials  have  been  procured  and  the  Defense  Reserve  is  currently  oper- 
ational. 

The  Navy  is  in  the  process  of  converting  or  replacing  all  non-mission  critical  ODS 
applications  as  well  as  all  mission-critical  ODS  applications  with  identified  alter- 
natives. All  Navy  shore  facilities  are  in  the  process  of  developing  ODS  conversion 
plans  that  involve  retrofit  or  replacement  of  all  air  conditioning  and  refrigeration 
units  and  fire  suppression  systems  using  Class  I  ODSs.  This  process  will  oe  com- 
pleted by  December  31,  2000.  In  the  plan  development  process,  facilities  will  only 
consider  alternatives  that  are  EPA  SNAP-approved,  have  an  ozone  depletion  poten- 
tial (ODP)  of  0.05  or  less,  are  commercially  avt  liable,  and  meet  performance  re- 
quirements. Facilities  consider  factors  such  as  eqruipment  requirements,  safety  and 
reliability,  retrofit  costs,  recovery/recycling  procedures,  and  cascading  of  refrigerant 
supplies  in  development  of  their  conversion  plans.  Mission-critical  applications  are 
being  converted  whenever  possible.  Shipboard  CFC-12  and  CFC-114  air  condi- 
tioning and  refrigeration  plants  are  being  converted  to  HFC— 134a  and  HFC— 236fa, 
respectively.  To  date,  10  snips  are  CFC-free  and  100  air  conditioning  and  refrigera- 
tion systems  have  been  converted.  Research  and  development  efforts  for  CFCi— 114 
applications  aboard  submarines  are  ongoing  and  are  currently  focused  on  HFC 
236fa.  HFC-134a  has  also  been  identified  as  the  alternative  oi  choice  for  aircraft 
cooling  systems  that  use  CFC-12  or  CFC-500.  There  are  currently  no  retrofit  plans 
for  aircraft  systems  due  to  the  excessive  cost  associated  with  reconfiguration. 

RDT&E  euorts  are  continuing  in  the  search  for  a  viable  alternative  for  Halon 
1301  and  Halon  1211  in  weapon  system  applications.  Provisions  have  been  in  the 
Defense  Reserve  for  mission  critical  halon  applications  such  as  Halon  1211  use  in 
fli^t  line  fire  protection  and  ship  and  shore-based  Crash,  Fire,  and  Rescue  (CFR) 
vehicles  and  Halon  1301  use  in  ship  and  aircraft  fire  protection  systems. 

In  the  solvent  area,  Navy  is  working  with  other  services  and  industry  to  identify 
alternatives.  Numerous  non-ODS  solvent  alternatives  are  required  to  replace  the 
ODS  solvents  presently  in  use.  In  some  instances,  alternatives  are  easily  identified 
and  implemented.  In  other  cases,  the  search  for  a  suitable  alternative  may  require 
extensive  research  and  testing.  TTiere  is  no  single  replacement  for  every  application 
of  ODS  solvents.  As  a  consequence,  trade  off  analyses  are  conducted  to  determine 
the  best  alternative  for  a  specific  application,  without  sacrifice  to  system  perform- 
ance or  personnel  safety.  One  of  the  most  challenging  solvent  applications  involved 
in  ODS  phaseout  is  the  use  of  CFC-113  for  cleaning  of  oxygen  life-support  systems 
on  aircraft,  submarines,  and  diving  applications.  In  this  area,  private  sector  alter- 
natives have  not  been  successful  in  DOD  applications.  The  Navy  has  acted  as  the 
lead  service  and  has  worked  with  industry  to  develop  an  aqueous  cleaner  [Navy  Ox- 
ygen Cleaner  (NOC)]  which  is  expected  to  replace  CFC-113  in  most  applications. 
Navy,  Air  Force,  DOD  commercial  contracting  facilities  and  the  commercial  aero- 
space industry  are  adopting  NOC  in  oxygen  system  cleaning  applications. 

PROBLEMS  WITH  THE  ODS  PHASEOUT 

Senator  McCain.  Are  there  going  to  be  problems  with  the  phaseout? 

Ms.  KaNDARAS.  The  successTul  phaseout  of  ozone  depleting  substances  (ODSs)  is 
dependent  on  the  availability  of  alternative  technologies  and  materials  and  the  abil- 
ity to  implement  them  throughout  the  Navy.  Ongoing  research  and  development 
throughout  the  Department  of  Defense  and  private  industry  is  working  to  identify 
alternatives  for  all  ODS  applications.  As  described  above,  the  Navy  has  developed 
an  implementation  program  based  on  replacement  and  conversion  of  existing  sys- 
tems requiring  the  use  of  ODSs  with  alternative  materials  identified  by  research 
and  development  efforts.  Where  no  alternatives  are  available,  the  Navy  has  devel- 
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oped  requirements  to  support  mission  critical  applications  throughout  their  useful 
life  which,  for  some  systems,  extends  to  the  year  2050.  These  requirements  have 
been  communicated  to  the  Defense  Logistics  Agency  (DLA)  which  is  the  manager 
of  the  Defense  Reserve  of  ODSs.  Reserve  requirements  were  developed  based  on  the 
system  conversion  and  replacement  schedules  of  the  Navy  implementation  program, 
'fhese  schedules  are  necessarily  based  on  the  availability  of  funds.  Any  significant 
change  in  the  funding  profiles  of  ODS  conversion  and  replacement  programs  that 
causes  a  delay  in  the  schedule  will  hasten  the  drawdown  of  the  Reserve  and  will 
have  an  impact  on  the  ability  of  the  Reserve  to  support  the  Navy's  mission  critical 
ODS  requirements  in  the  outyears. 

DLA'S  perspective  on  ODS 

Senator  McCain.  What  is  DLA's  perspective  on  this  issue? 

Ms.  Kandaras.  The  Under  Secretary  of  Defense  (Acquisition)  directed  Defense  Lo- 
gistics Agency  (DLA)  in  August  of  1992  to  establish  and  manage  a  Defense  Reserve 
of  ozone  aepleting  substances  (ODSs).  Funds  were  allocated  in  fiscal  years  1994  and 
1995  for  DLA  to  procure  ODSs  in  accordance  with  service  requirements.  The  Navy 
has  conununicated  requirements  for  its  mission  critical  applications  of  ODSs  to 
DLA.  The  halon  and  CFC  portions  of  the  Reserve  are  currently  operational,  and  the 
solvent  portion  of  the  Reserve  will  become  of>erational  January  1,  1996.  Navy  activi- 
ties will  deposit  excess  halon  to  the  Reserve.  Access  to  the  Reserve  is  restricted  by 
the  Chief  of  Naval  Operations  to  insure  that  no  unauthorized  users  obtain  access 
to  Reserve  material. 

STREAMLINING  CLEANUP 

Senator  McCain.  One  of  the  big  issues  in  environmental  remediation  is  the  un- 

Bredictable  costs  associated  with  stricter  State  standards  and  remedy  selections.  At 
IcChord  AFB,  for  example,  if  the  base  had  been  allowed  to  streamline  the  process, 
eliminate  multiple  reviews,  work  plans  and  reports,  the  base  could  have  saved  about 
one-third  to  one-half  of  the  remedial  investigation/feasibility  study  costs,  or  about 
$14  to  $1.5  million.  What  is  DOD  doing  to  streamline  the  cleanup  process  at  all  its 
facilities? 

Ms.  Kandaras.  Navy  efforts  to  streamline  the  process  include  formal  partnering 
with  regulators,  concurrent  review  of  documents,  and  the  establishment  of  a  profes- 
sional environment  that  encourages  early  action  in  the  form  of  removals  and  interim 
remedial  actions. 

Additionally,  the  Navy  promotes  the  use  of  presumptive  remedies  for  site  cleanups 
and  identifies  "no  further  action"  sites  as  soon  in  the  restoration  process  as  possible. 
When  cleanup  action  is  required,  the  Navy  promotes  the  use  of  removal  actions  to 
resolve  immediate  environmental  threats  at  non-NPL  sites  and  promotes  interim  re- 
medial actions  at  NPL  sites.  Site  cleanups  utilize  the  latest,  proven  technologies. 

The  Navy  has  developed  new  training  for  Remedial  Project  Managers  (RPMs). 
This  training  is  designed  to  improve  the  project  management  and  regulatory  skills 
of  the  RPM.  Additionally,  the  training  courses  provide  an  opportunity  for  RPMs  to 
discuss  bottlenecks  that  they  have  encountered  in  the  regulatory  arena  and  foster 
exchanges  of  information  which  streamline  the  cleanup  process. 

PROBLEMS  STREAMLINING  CLEANUP 

Senator  McCain.  Have  DLA  and  the  other  services  run  into  similar  problems  at 
their  installations? 

Ms.  Kandaras.  Yes,  the  Navy  has  run  into  similar  problems  at  our  installations. 
Our  efforts  to  improve  them  have  led  to  the  streamlining  efforts  described  in  re- 
sponse to  the  previous  question. 

RESTORATION  ADVISORY  BOARDS'  BUDGET 

Senator  McCain.  The  Restoration  Advisory  Boards  (RABs)  have  been  touted  as 
the  answer  to  concerns  related  to  costly  State  standards  and  remedies.  DOD  esti- 
mates that  it  has  already  expended  several  million  dollars  on  RABs.  What  amount 
of  the  fiscal  year  1996  budget  will  be  used  to  fund  RABs? 

Ms.  Kandaras.  Navy  RAB  support  provides  funding  for  such  items  as  technical 
support,  administrative  record  and  information  repository,  cleanup  program  infor- 
mation, meeting  space  costs,  and  site  familiarization  visits.  These  costs  are  normally 
funded  as  required  during  program  execution  at  the  installations  with  RABs.  No 
amount  is  set  aside  specifically  to  fund  RABs.  During  fiscal  year  1994  and  fiscal 
year  1995  combined,  RAB  costs  were  $1,456  thousand  (funded  within  program  man- 
agement support  costs). 
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RESTORATION  ADVISORY  BOARDS*  ACTIVITY 

Senator  McCain.  What  activities  will  be  subject  to  funding? 

Ms.  Kandaras.  The  following  Navy  and  Marine  Corps  activities  have  RABs  and 
will  be  subject  to  funding: 
Agana  GU  NAS 
Alameda  CA  NAS/NADEP 
Barbers  Point  HI  NAS 
Cecil  Field  FL  NAS 
Charleston  SC  NS/NSY/FISC 
Dallas  TX  NAS 
Driver  VA  NRTF 
Davisville  RI  CBC 
El  Toro  CA  MCAS 
GlenviewILNAS 
Libertyville  IL  NTS 
Long  Beach  CA  NH/NS 
Mare  Island  CA  NSY 
Memphis  TN  NAS 
MofTett  CA  NAS 

New  York  NY  NS  (Staten  Island  NS) 
Oriando  FL  NTC 
Philadelphia  PA  NH/NS/NSY 
Salton  Sea  CA  NTS 
San  Diego  CA  NTC 

San  Francisco  CA  PWC  (Novato  Housing  Area) 
Tustin  CA  MCAS 

Treasure  Island  CA  NS  (Hunters  Point  Annex) 
Treasure  Island  CA  NS 
Trenton  NJ  NAWC 
Warminster  PA  NAWC     . 

PENDING  LEGISLATIVE  REQUE^S 

Senator  McCain.  DOD  testified  that  the  administration  had  some  pending  legisla- 
tive requests.  List  and  provide  copies  of  all  pending  administration  legislation  re- 
quests pertaining  to  the  environment  that  would  affect  DOD. 

Ms.  Kandaras.  External  environmental  regulation  has  a  profound  impact  on 
Navy  operations.  Environmental  requirements  significantly  alTect  Navy  planning, 
fiscal  and  manpower  requirements,  and  the  manner  in  which  day-to-day  business 
is  carried  out.  With  certain  exceptions  discussed  below,  however,  environmental 
compliance  obligations  are  not  considered  unduly  burdensome.  Navy  environmental 
responsibility  has  become  a  way  of  life,  a  part  of  Navy  culture.  This  posture  has 
fostered  a  more  positive  public  image  of  the  Navy,  and  has  facilitated  good  relation- 
ships between  the  Navy  and  the  communities  that  surround  our  installations. 

Environmental  regulations  significantly  affect  military  training  and  operations, 
but  have  not  yet  caused  undue  degradation  to  readiness.  Environmental  compliance 
is  an  integral  part  of  operational  planning,  and  in  most  cases  workarounds  can  be 
found  that  allows  the  training  or  operation  to  proceed.  In  some  instances,  military 
operations  in  some  locations  have  nad  to  be  terminated  due  to  environmental  re- 
strictions. Examples  include  loss  of  the  Sea  Lion  Rock  inert  ordnance  target  off 
Washington  State,  and  the  prohibition  on  all  bombing  activity  within  the  Olympic 
Coast  National  Marine  Sanctuary,  an  area  of  several  thousand  square  miles  of  sea 
area  that  overlays  pre-existing  military  training  and  operating  areas.  In  other  cases, 
military  operations  were  delayed,  at  significant  cost,  pending  satisfaction  of  environ- 
mental requirements.  A  recent  example  is  the  ship  shock  testing  of  U.S.S.  John 
Paul  Jones,  off  southern  California,  when  court  mandated  measures  pursuant  to  the 
Marine  Mammal  Protection  Act  delayed  the  test  for  several  months.  In  still  other 
cases,  existing  environmental  law  and  regulations  present  latent  threats  of  serious 
adverse  impact  on  naval  operations.  Examples  include  the  development  of  new  na- 
tional marine  sanctuaries  in  Hawaii,  Puget  Sound  and  Florida;  the  designation  of 
whale  critical  habitat  in  submarine  transit  areas  o(T  Georgia  and  Florida;  the  pos- 
sible extension  of  hazardous  waste  handling  procedures  to  military  ordnance  and 
range  activities;  and  the  broad  proscription  in  species  protection  statutes  on  even 
unintentional,  non-harmful  "taking"  of  marine  mammals  through  normal  military 
operations  at  sea. 

There  are  a  number  of  areas  where  the  fiscal  or  operational  costs  of  environ- 
mental regulation  appear  to  exceed  the  environmental  benefit.  The  paragraphs 
below  discuss  these  areas,  corresponding  to  the  specific  statutes  involved. 
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Federal  Facilities  Compliance  Act  (FFCA).  The  FFCA,  among  other  things,  re- 
quires EPA  to  promulgate  a  rule  identifying  when  military  munitions  become  haz- 
ardous waste,  and  providing  for  the  safe  transportation  and  storage  of  such  waste. 
The  FFCA  requires  that  the  rule  be  promulgated  within  6  months  of  the  date  of 
enactment  of  the  FFCA  (October  6,  1992),  or  by  April  6,  1993.  As  of  May,  1995  EPA 
has  not  even  promulgated  a  draft  rule.  One  reason  for  the  delay  is  that  EPA  has 
succumbed  to  pressure  from  environmental  interest  groups  to  expand  the  rule  far 
beyond  the  statutory  mandate.  In  addition  to  the  statutory  items,  the  EPA  rule  is 
slated  to  address  issues  such  as  range  cleanup  and  natural  resource  management 
on  ranges.  Navy  believes  that  existing  Navy  ordnance  handling  and  range  manage- 
ment procedures  provide  adequate  environmental  protection.  Mandating  ordnance 
handling  procedures  akin  to  the  hazardous  waste  handling  procedures  promulgated 
under  tJie  Resource  Conservation  and  Recovery  Act  (RCRA)  would  add  no  additional 
environmental  protection.  Accordingly,  the  "munitions  rule"  provision  of  the  FFCA, 
codified  at  42  U.S.C.  6924(y),  should  be  repealed.  Doing  so  would  save  not  only  the 
time  and  expense  of  rule  making,  but  also  the  needless  expense  of  complying  with 
an  ineffectual  regulatory  regime.  At  the  very  least,  EPA  should  be  directed  to  con- 
fine its  rule  making  to  the  statutory  parameters,  and  not  be  allowed  to  use  the  mu- 
nitions rule  as  a  vehicle  for  ancillary  regulation. 

Clean  Air  Act.  Section  176©  of  the  Clean  Air  Act  (CAA),  42  U.S.C.  7506(c),  re- 
quires all  Federal  actions  to  conform  to  the  applicable  State  Implementation  Plan. 
Non-conforming  actions  are  prohibited.  It  is  the  responsibility  of  the  agency  propos- 
ing the  action  to  demonstrate  conformity.  Conformity  determinations  for  base  clo- 
sure and  realignment  actions,  which  may  involve  major  construction  projects  and 
the  relocation  of  aircraft,  vessels  and  personnel,  are  costly  and  time  consuming. 
Adding  emissions  due  to  relocations  will  usually  rec^uire  identification  of  ofTsets,  or 
purchase  of  emission  credits.  Stationary  source  emission  credits  may  be  available 
on  the  market,  but  are  costly.  Mobile  source  emission  credits  have  no  present  mar- 
ket, but  are  needed.  There  is  generally  significant  demand  for  emission  credits  from 
DOD  bases  being  closed,  creating  tension  between  DOD  need  for  such  offsets  in  re- 
aligning bases  and  the  demands  of  local  civilian  reuse  committees.  In  sum,  conform- 
ity is  extremely  expensive  and  difficult  to  achieve  in  a  time  of  substantial  base  re- 
alignment. Recommendation:  Amend  the  CAA,  or  direct  the  EPA  to  revise  the  con- 
formity regulations,  to  exempt  from  conformity  requirements  realignments  directed 
by  the  Base  Closure  commission. 

Clean  Air  Act.  Differing  State  discharge  standards  make  it  difficult  for  naval  ves- 
sels to  operate  for  extended  periods  in  littoral  waters  of  the  United  States  in  compli- 
ance with  State  standards.  A  uniform  national  discharge  standard  is  needed  for 
DOD  vessel  incidental  discharges,  akin  to  the  existing  standard  for  sewage  dis- 
charges from  vessels.  Recommendation:  Amend  Clean  Water  Act  Section  312  (33 
U.S.C.  1322)  to  direct  joint  development  by  EPA  and  DOD  of  uniform  national  dis- 
charge standards  for  DOD  vessels.  This  initiative  has  EPA  and  Coast  Guard  sup- 
Rort,  and  is  supported  in  principle  by  key  States  hosting  major  concentrations  of 
favy  ships. 

Act  to  Prevent  Pollution  from  Ships.  The  Act  to  Prevent  Pollution  from  Ships 
(APPS)  (33  U.S.C.  1901-1908)  is  the  United  States  implementation  of  the  Inter- 
national Convention  for  the  Prevention  of  Pollution  from  Ships  (MARPOL).  APPS 
imposes  significantly  greater  obligations  on  U.S.  warships  than  is  required  under 
the  MARPOL  convention.  MARPOL  Article  3(3)  specifically  exempts  warships.  The 
implementing  U.S.  legislation,  however,  provides  that  the  MARPOL  solid  waste  re- 
quirements shall  apply  fully  to  U.S.  surface  warships  aft^r  2000,  and  to  submarines 
after  2008.  In  order  to  comply  with  APPS,  the  Navy  is  currently  studying  high-tech 
shipboard  waste  destruction  equipment,  and  the  possibility  of  retrograding  ship- 
board trash  via  at-sea  transfer  to  designated  collection  vessels.  Either  approach 
would  be  expensive  and  disruptive  to  operations.  The  Navy  has  already  developed 
effective  low-tech  shipboard  waste  processing  equipment  (waste  pulpers  and  shred- 
ders) that  would  both  benefit  the  environment  and  enhance  operational  capability. 
In  1993  Congress  rejected  the  Navy  plan  to  install  this  equipment,  requiring  instead 
strict  Navy  compliance  with  MARPOL  worldwide.  Recommendation:  Amend  APPS 
to  bring  it  back  into  line  with  international  law.  Require  agency  heads  to  adopt  en- 
vironmentally sound,  yet  mission  practicable  standards  governing  solid  waste  dis- 
posal at  sea. 

Marine  Protection,  Research  &  Sanctuaries  Act.  Under  the  Marine  Protection,  Re- 
search &  Sanctuaries  Act  (MPRSA)  (16  U.S.C.  1431  et  seq)  various  sea  areas  are 
designated  as  national  marine  sanctuaries,  in  order  to  preserve  some  important  re- 
source or  characteristic.  The  Navy  and  other  military  service  training  face  increas- 
ing encroachment  on  near  shore,  training  and  operating  areas,  as  adoitional  marine 
sanctuaries    are    added.    Sanctuary-specific    regulations    developed   thus    far   have 
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"Krandfathered"  DOD  activities,  however  in  recent  sanctuary  designations  the  scope 
01  allowed  military  activities  has  been  narrowed  considerably.  Recontimendation: 
Amend  MPRSA  to  create  a  statutory,  universally  applicable  "grandfather"  clause  for 
DOD  activities.  Amend  MPRSA  further  to  clarify  that  DOD  consultation  with  NOAA 
is  not  required  for  grandfathered  activities,  and  is  required  for  new  activities  only 
when  DOD  determines  that  an  activity  is  likely  to  result  in  harm  to  sanctuary  re- 
sources. 

Marine  Mammal  Protection  Act.  The  Marine  Mammal  Protection  Act  (MMPA)  (16 
U.S.C.  1361  et  seq)  prohibits  the  "take"  of  any  marine  manrunal  unless  a  letter  of 
authorization  (LOA)  is  obtained  from  the  cognizant  Federal  wildlife  agency.  The 
statutory  and  regulatory  definitions  of  "take  are  extremely  broad;  virtually  any 
Navy  action  at  sea,  even  routine  vessel  transits  or  use  of  standards  sonars,  could 
result  in  "takes."  The  Navy  is  in  jeopardy  of  enforcement  action  relating  to  routine 
actions  at  sea.  Enforcement  action  could  entail  injunction  against  operations  nec- 
essary for  national  security.  Recommendation:  Amend  the  MMPA  to  provide  that 
unintentional  disturbance  of  marine  mammals  during  the  course  of  normal  national 
security  activities  at  sea  does  not  constitute  a  "take.  Additionally,  provide  for  non- 
public proceedings  to  obtain  LOA,  when  closed  proceedings  are  necessary  in  order 
to  protect  classified  information. 

Of  these  concerns,  only  the  Clean  Water  Act  amendment  has  moved  forward  to 
the  point  that  a  legislative  text  can  be  provided.  A  copy  of  the  DOD  proposal  for 
the  establishment  of  uniform  national  discharge  standard^  is  provided. 
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A 

LEGISLATIVE  PROPOSAL 

SUB.TECT  OF  LEGISLATION;  Federal  Facility  Listing 

LEGISLATIVE  SECTION  BEING  MODTFEEP:  Section  120(d)(2)  (42  U^.C  9620(d)(2)) 

SECTIONAL  ANALYSIS;  Current  law  prevents  EPA  from  deferring  listing  of  Federal  Facility 
NPL  sites  even  when  State  acdons  are  underway  under  RCRA  or  other  state  authority.  The  effect 
of  the  current  law  is  a  duplication  of  effort  and  that  Federal  Facilides  are  treated  differendy  than 
private  sites.  This  amendment  provides  EPA  the  necessary  discreuonary  authority.  The 
amendment  will  have  the  following  effect  on  secuon  120(d)(2): 

(2)  include  such  facilides  on  the  nadonal  Priorides  List  maintained  under  such  plan  if  the 
facdity  meets  such  criteria.  Such  criteria  shall  be  applied  in  the  same  manner  as  the 
criteria  are  applied  to  facilities  which  are  owned  or  operated  by  other  persons.  Evaluanon 
and  lisdng  under  this  subsecdon  shall  be  completed  not  later  than  30  months  after  such 
date  of  enactment.  Upon  rex:eipt  of  a  peddon  from  the  Governor  of  any  state,  the 
Administrator  shall  make  such  evaluauon  of  any  facility  included  in  the  docket.  Upon 
idencification.  of  parcels  of  uneontaminaud  property  pursuant  to  subsection  120(h)(4), 
the  President  may  providi  nodce  that  tht  listing  does  not  include  the  identified  clean 
parcels. 

PROPOSED  LEGISLATIVE  LANGUAGE:    see  attached 

JUS'll>'lC.\TION;  This  proposed  change  will  provide  EPA  the  ability  to  provide  nodce  diat 
clean  pordons  of  an  NPL  listed  federal  facility  are  not  on  die  NPL.  This  provision  will  remove 
financial  disincendves  for  selling  uncontaininated  parcels  of  closing  bases  listed  on  the  NPL  that 
are  cleaned  up  while  remediadon  condnues  on  other  pordons  of  the  facdity 

Problem:  Section  120(d)  of  CERCLA  does  not  dearly  link  NPL  listing  with  clean  parcel 

determinadon  made  under  Sec  120(b)(4).  Even  when  clean  parcel  determinanons  are  made,  ±e 
parcel  may  still  be  listed  on  die  NPL.  The  effect  has  been  to  discourage  transfer  of  dean  parceis- 

Expected  Improvemenn  Allows  the  redefining  of  NPL  boundaries  when  areas  are 

determined  to  be  uncontaminated.  It  will  also  facilitate  base  closure  by  avoiding  the  sdgma  of 
NPL  listing  at  pordons  of  facilides  that  are  not  on  die  NPL. 

BUDGET  IMPACT:    Will  increase  incentives  for  transfer  of  uncontaminated  portions  of 
dosing  installations  determined  to  be  dean. 

■Section  XXX-  Federal  Facility  Listing 

Section  120(d)(2)  of  CERCLA  is  amended  by  adding  at  die  end  of  the  subsection  die  following 
new  language: 

"Upon  identification  of  parcels  of  uncontaminated  property  pursuant  to  subsection 
120(h)(4) ,  the  President  may  provide  notice  that  the  listing  does  not  include  the 
identified  clean  parcels." 
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B 

LEGISLATIVE  PROPOSAL 


SUB.TECT  OF  LEGISLATION;  Federal  Facility  Lisnng  Deferral 

LEGISLATIVE  SECTION  BEING  MODTFIED:  Section  120(d)(2)  (42  U.S.C.  9620(d)(2)) 

SECTIONAL  ANALYSIS:  Cuirent  law  prevents  EPA  from  deferring  listing  of  Federal  Facility 
NFL  sites  even  when  State  actions  arc  underway  under  RCRA  or  o±er  state  authority.  Tnc  effect 
of  the  current  law  is  a  duplication  of  effort  and  that  Federal  Facilities  are  treated  differently  than 
private  sites.  This  amendment  provides  EPA  the  necessary  discretionary  authority. 

PROPOSED  LEGISLATIVE  LANGUAGE:    see  attached 

JUS  i  li-  lC.\TION:  This  proposed  change  will  provide  EPA  the  ability  to  defer  listing  a  federal 
facility  on  the  NPL.  EPA  would  still  have  the  ability  to  intervene  in  the  event  the  state  fails  to 
taice  action  against  the  federal  agency  in  a  timely  maimer.  This  pjrovision  would  not  affca 
facilines  aJreadv  on  the  NPL  but  is  designed  to  affect  those  currently  being  raniced  using  data 
often  8  years  old.  Many  of  DoD's  facilidcs  currendy  under  consideration  for  listing  have  ongoing 
actions  under  state  oversight.  In  the  event  the  secdon  regarding  referral  or  authorizadon  is 
eliminated  from  HJL  3800.  this  language  provides  EPA  the  ability  to  utilize  their  RCRA  deferral 
policy  for  federal  facilides. 

Prcblem:  Secdon  120(d)  of  CERCLA  rrquircs  EPA  to  list  federal  facilides  after  a 

preliminary  assessment  if  the  facility  meets  the  eligibility  standards  contained  in  secdon  105  of 
CERCLA.  EPA  has  interpreted  this  to  mean  if  a  site  scores  high  enough  for  inclusion  and  has 
not  considered  other  extenuating  factors  such  as  work  completed  pursuant  to  other  state  or 
federal  law.  The  effect  has  been  to  transfer  sites  from  state  jurisdicnon  to  federal  and  stare 
jurisdicdon  in  mid-course,  delaying  cleanup  and  causing  unnecessary  dupiicanon  of  oversight 
and  conflicting  direcnon  to  DoD. 

Expected  Imrroverr.gnt:  DoD  will  be  able  to  complete  cleanup  more  expeditiously  at  non- 

NPL  sites  and  reduce  program  costs  that  significandy  Increase  after  listing  of  a  facility  on  the 
NPI.  It  will  also  facilitate  base  closure  by  avoiding  the  stigma  of  NPL  listing  at  facilides 
currendy  being  cleaned  up  under  state  oversight. 

BUDGET  IMPACT:     Wni  avoid  significant  increases  in  cleanup  budgets  by  avoiding 
duplication  of  effort  and  delay  in  cleanups  associated  with  transferring  oversight  from  stale  to 
federal. 

SectioD  XXXX  -  Federal  Facility  Listing  Deferral 

Amend  section  120(d)(2)  of  CERCLA  by  inserting  after  the  word  "persons"  the  following: 

~  -  •'provided,  however,  that  an  appropriate  factor  as  referred  to  in  section  105(a)(8)(A)  may 
include  ±e  extent  to  which  the  federal  land  holding  agency  has  arranged  with  the 
Administrator  or  the  relevant  state  agency  to  respond  to  the  release  or  threatened  release 
pursuant  to  other  legal  authority ." 
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c 

LEGISLATIVE  PROPOSAL 

SUB.TECT  OF  LEGISLATION:    Remedy  Selection  Reforms  from  HR  49 1 6 

LEGISLATIVE  SECTION  BEING  MODIFIED;  Section  121(d)  and  section  121  (b)  of  the 

Comprehensive  Environmental  Response  Comi5cnsation  and  Liability  Act  of  1980,  as  amended 
(42  U.S.C.  9621(b)  and  (d). 

SECTIONAL  ANALYSIS:     These  two  provisions  are  excerpts  from  HR  49 1 6  sections  50 1 
and  f  022.  Secuon  50 1  estaolishes  a  more  realistic,  standardized  approach  in  determining  risk 
assessments  when  developing  cleanup  standards.  Section  502  modifies  the  existing  cleanuo 
decision  process  by  adding  considcnidon  of  flimre  land  use  and  generic  remedies,  and  limiting 
the  requirement  for  permanent  remedies  that  tnsat  waste  to  hot  spots. 

PROPOSED  LEGISLATIVE  LANGUAGE:  Attached 

JU;>llt'lCATION:  The  language  was  included  in  both  the  House  and  Senate  versions  of  the 
Superfund  Reform  Act  last  Congress  and  was  nearly  idcndcal  in  both  versions.  The  langtiage 
was  developed  after  segodaiions  with  a  broad  based  coalidon.  the  current  round  of  base  closures 
will  be  subject  to  the  exisdng  law  until  a  new  law  is  passed.  Passage  of  a  new  bill  this  Congress 
is  expected  but  not  before  the  final  determination  of  which  installation  will  be  included  on  this 
round  of  BRAC 

Problem:    The  current  law  requires  the  development  of  risk  assessments  that  are  overly 
conservative  yielding  overly  protecdve  remedies  at  high  cost.  The  ccrrent  remedy  selection 
prtjcess  also  requires  the  use  of  permanent  remedies  that  treat  wastes.  The  mandatory  preference 
for  permanent  remedies  that  treat  wastes  can  conflia  with  reuse  plans.  A  typical  remedy  for 
contaminated  soils  is  excavanon  and  incinerauon  —  even  if  these  soils  are  underneath  a  runway 
proposed  for  reuse  as  an  airport. 

ExpcCTed  Improvgrrent:   DoD  will  be  able  to  selert  more  appropriate  remedies  that  are 
realistically  protective  of  himian  health  and  the  environment  (but  not  overly  protective)  and,  have 
considered  the  reuse  of  the  property. 

BUDGET  IMPACT:     Cost  avoidance  will  be  realized  after  promulganon  of  revisions  to  the 
implementing  regulations  and  will  be  phased  in  over  at  least  five  years  after  passage-  Remedy 
selecdon  is  expected  to  be  faster  decreasing  the  time  necessary  to  conduct  studies. 
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1 1     TITLE  V— REMEDY  SELECTION 
u        AND  CLEANUP  STANDARDS 

13  6EC  601.  CLEANUP  STANDASOS. 

14  Section  121(d)  (42  TJ^C.  9621(d))  is  amended  ts 

15  foUows: 

16  (1)  In  paragraph  (3),  by  insertizig  ''or  4010(e) 

17  if  appropriate"  after  "SOOS". 

Ig  (2)  By  redesignating  pargraphs  (8)  and  (4)  as 

19  .  paragraphs  (9)  and  (10),  respeetzvebr. 

20  (3)  By  stiildng  ont  the  aobsection  heading  and 

21  designation  and  all  that  fbHowi  throng  the  end  of 

22  paragraph  (2)  and  inserting  in  Ben  thereof  the  fbl* 

23  lowing:  • 

24  "(d)  Establishment  or  Pbotechve  Concentra- 

25  TiON  Levels. — 
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.    1  ^(i)  N^TIOKAL  OQALB  FOB  THB  PBOTSCHON 

2  OF  EDUAN  EXALTE  AND  TEE  XKVZBONICEI^.— In 

3  ^'      order  to  provide  oomifteiit  tnd  equinlezit  protectaon 

4  of  hunan  liealth  wad  tbe  eDviromnent  to  all  eommn- 

5  aities,  ^within  18  aontha  after  the  enactment  of  the 

6  .     SuperAmd  Bcfonn  Aet  of  1994,  the  Admrniitimtor 

7  ahall  promulgate  national  goals  to  be  applied  at  all 

8  facilities  salgect  to  remedial  action  imder  this  Act 

9  National  goals  fbr  hmnan  health  shall  be  expressed 

10  as  a  single,  nnmerical  level  for  diemical  carcinogens 

11  and  a  single,  numerical  levd  for  noncardnogens,  re- 

12  ipective]^.  The  national  goak  shall  provide  the  basis 

13  for  protective  concentration  levels  unless  the  achieve- 

14  ment  of  such  goals  is  technicaBy  IsfeasSile  or  imrea- 

15  sonab^  costly  pursuant  to  lobseetion  (b).  Jn  a  ease 

16  in  ^t^ch  the  President  aelects  a  reme^  that  does 

17  not  achieve  the  national  goals,  the  l^eddent  ahall 

18  publish  an  CDqplanation  of  tlie  bass  fior  that  decison. 

19  The  national  goals  ahaQ  be  developed  and  promol- 

20  *     gated  In  accordance  with  sections  561  throng  570 

21  of  title  5,  United  States  Code  (common^  refeired  to 

22  as  the  'Negotiated  Bnlemaldng  Aet*). 

23  ^(2)  SOOFX  IKD  FCSP08E  OF  NATIONAL  BISK 

24  FBOTOOOL.— The  Administrator  ahall  promulgate  a 

25  national  risk  protocol  for  conducting  risk  assess- 
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1  xnents  under  thii  Act  The  national  xitk  protoool 

2  thaH  be  used  for  xisk  asaessmenti  underlying  deter- 

3  minations  of  the  need  tat  ivmedia]  aetion,  the  eitab- 

4  lishment  of  protoctive  eoneentntioQ  fevds  of  flSiemi- 

5  eals,  andthecvBlaat2onrfremediiIa}tematmt.Tbe 

6  goal  of  the  national  ritk  protoool  it  to  promote  nal- 

7  istic  estimates  that  neither  wmiTniff  nor  exaggerate 

8  .    the  risks  or  potential  risks  poaed  hj  a  fsdiity  at 

9  which  hazardons  substances  have  been  disposed  of  or 

10  otherwise  come  to  be  located.  The  national  risk  pro- 

11  tocol  shall  be  developed  and  promulgated  in  aooord- 

12  azx^e  with  sections  561  throned  570  of  title  5,  Unit- 
IB  ed  States  Code,  to  the  extent  the  Administrate'' 

14  deems  appropriate.  The  national  risk  protoool  thall 

15  establish,  to  the  extent  appropriate  and  practicable, 

16  the  following: 

17  **Ck)  Standardized  esposore  scenarios  de- 

18  fining  trpomt  pathways  for  a  range  of  nnre- 

19  '  stricted  and  restricted  land  naet. 

20  "(6)  Standardized  fbnmilae  or  methodblo- 

21  giesfbx^— 

22  **&)  evaluating  the  exposure  pathways 

23  of  oonoem  nnder  the  standardized  eipo- 

24  sure  scenarios  established -imder  subpara* 

25  graph  (A);  and 
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1  ^Qi)  developing,  eoxmstent  irith  the 

2  nataonal  goals  under  ptragrapb  (1),  ehemi- 

3  ttl  ooDcentration  levdt  pcoiectzve  of  leoep- 

4  ton  tomzLify  and  reaaonibV  antk^>ated 

5  to  be  cpoted  Hm  the  pathwiyi  inchided  in 

6  saeh  aeenazioe  for  the  100  oontaminants 

7  most  freqaent^  oeenrring  at  fanlitys  ad- 

8  dressed  under  this  Act  fbr  which  adeqaate 

9  toodeity  information  Is  available. 

10  ^(C)    Methodologies    for    fodlity-ipecific 

1 1  evahiations  of  ecological  risks. 

12  ^(3)    STJkNDABDIZED    POBHULAX    OE    HETE- 

13  ODOLOGIES.-— Standardized  formulae  or  methodolo- 

14  gies  established  tmder  sabparagraphs  (A)  and  (B)  of 

15  paragraph  (2)  shall  indnde  the  following: 

16  **ik)  National  constants  for  ipecific  ehar- 

17  acteristies  of  mdividaal  ehemieals  not  expected 

18  to  Tazy  i^m  fodli^  to  foeSit^. 

19  **CB)  Fadlity-Bpedfie  rariables  for  physical 

20  characteristies  of  the  facility  and  other  fketors. 

21  Criteria  for  identifying  loch  Tariables  shall  in- 

22  chide  the  foQowisg: 

23  .  ^(i)  "Aether  a  characteristic  or  foctor 

24  can  be  oljectxve^  measured  based  on  ae- 

25  toal  fadlity  data  or  reasonab^  estimated 
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1  based  on  credible  tdentifie  itadies  mben 

2  ikdixty-ineasnred  data  eazmot  V  reason- 

3  ,y  ably  obtained. 

4  ^(ii)  'Whether  the  dStbeta  of  a  ciiar-' 

5  actezistie  or  futor  are  adentzfieal^  wdl- 

6  understood. 

7  ^(iii)17niethertheln^iaetofthechar- 

8  acteristie  or  factor  on  estimations  of  lisk 

9  or  protective  concentration  kvds  is  tigmfi* 

10  eant 

11  "(C)  IbqMsnre  factors  related  to  demo- 

12  graphics  (including  separate  exposure  £uton 

13  for  sensitive  subpopolations  to  be  applied  where 

14  relevant),  activity  patterns,  and  natoral  eon- 

15  straints.  Defaults  or  ranges  of  default  Takes 

16  shall  be  established  for  taeh  factors  and  used 

17  unless  verifiable  data  are  presented  that  the  de- 

18  faults  are  significant]|y  different  from  actual  fa- 

19  dlity  conditions.  In  tueh  cases,  the  rahies  thall 

20  be  detennined  on  a  ate-spedfie  basis  after  eon- 

21  sideration  of  any  Tiews  eq>ressed  hy  the  Com- 

22  munity  Working  Group,  if  available,  and  the  af- 

23  fected  community. 

24  "(4)  APPUCATIOK  of  KATlOKiL  BISK  FROTO- 

25  OOL. — (A)  The  Pk«&dent  shall  conduct  an  analysis 
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.  1  At  each  fkdlity  to  determine  ivluch  tsposait 

2  BAiios,  patfawaji,  and  eontazninanti  are  lelevant  to 

3  m"     that  ttalxty.  V^trt  ttazidardized  fbnxralae  a*  meth- 

4  odolog^es  for  addrenng  toeh  nilevant  icrTUinoi, 

5  pathwiyg,  and  pontammants  are  available,  they  diaH 

6  benaed. 

7  **CB)  Standardized  fbnmilae  or  methodologies 

8  for  erpotait  pathway!  that  do  not  exist  or  are  not 

9  reasonably  anticipated  to  exist  m  the  fbtore  at  a  fa- 

10  dlity  shall  not  be  applied  in  establishing  protective 

1 1  eoneentration  levels  for  the  fadlitgr. 

12  **{€)  THiere  atandardized  fonmilae  or  meth- 

13  odologies  for  partieolar  ci^osore  scenarios,  eipomt 

14  pathways,  or  ehemieals  are  mavulable,  &cility*spe- 

15  dfic  risk  assessment  shall  be  nsed. 

16  **(!5)  COKSZDEBATIOKS  IK  SSTABUSEZKO  TES 

17  NATIOKIL  BISK  PBOTOOOL.-HU  ^  developing  the 

18  national  risk  protocol  nnder  paragraph  (2),  the  Ad- 

19  ministrator  shall  evahiate  and,  to  the  degree  q^pro- 

20  priate  and  pnrticable 

21  . .  ''6)  identic  appropriate  sources  of  tozicx^ 

22  •  -  information; 

23  **&)  define  the  nse  of  probabilistic  model- 

24  ing; 
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1  ^Cu)  Sdentii^  criteria  for  Ihe  •tectum  and  '- 

2  application  of  transport  and  lite  modelfi; 

3  ^(rr)  define  tbenae  of  high  end  and  eentral 

4  .'   tenden^  eiponx«  eaaes  and  asfomptioDi; 

5  ^(t)  define  the  «ae  of  population  xiikafti- 

6  mates  hi  addition  to  hiffiridnal  riik  eatimatei; 

7  "(ti)  define  appropriate  approaches  tar  ad- 

8  dressing  comnlatzve  risks  posed  hy  smhiple 

9  contaminants  or  araltiple  ezposnre  pathways; 

10  and 

11  ^(\ii)  establish  appropriate  sampling  ap- 

12  proaches  and  data  qoality  xtqairementa. 

13  "(B)  The  national  risk  protocol  shall  establish 

14  guidelines  for  all  risk  assessments  eondneted  imder 

15  paragraph  (2),  indading  those  hy  ivhich  protective 

16  concentration  levels  are  established,  ivhich  result  in 

17  final  protection  at  the  90th  closure  percentile  of 

18  the  affected  population  defined  hy  the  Fre&dent 

19  ^(6)    PHASZKO  .and   rPDATIKO   OP   TEE   KAr 

20  TIOKAL  RISK  PBOTOOOL.-->The  national  risk  protocol 

21  f^i^n  be  developed  in  accordance  irith  a  schedule  pro- 

22  mulgated  by  the  Administrator  irithin  90  days  after 

23  the  date  of  enactment  of  the  Supeifimd  Befonn  Act 

24  of  1994.  The  national  risk  protocol  may  be  devel* 
-25  oped  and  promulgated  in  phases  as  determined  ap- 
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1  propriate  hy  tbe  ASaSmxtnior,  ^be  final  protoool 

2  ihaH  be  promulgated  vxtfaln  18  montha  after  Ihe  §&• 

3  actment  of  sadi  Act.  The  Adznlziistrator  alao  BhaS 

4  determine  an  appropriate  approach  and  ad^edole  for 

5  cniuiing  that  the  national  xitk  protoool  remaina  ear- 

6  Tent  with  emerging  adenee  and  relevant  igen^  pel* 

7  fcy. 


19  6ZC.  602.  REMEDY  SEIXCnOK. 

20  Section  121(b)  (42  VS,C  9621(b})  ii  amended  to 

21  read  as  foBowi: 

22  /'(b)G£KElULltULS8.^> 

23  ''(1)  SsLEcnoK  OF  psoTEcrnvz  bekedzss.— 

24  Bemedies  aelectad  at  individual  fkdiities  ahaH  be 

25  protective  of  human  bealth  and  the  environment  and 
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1  pro^de  long-tenn  reliability  at  reasonable  eost  A  fe- 

2  medial  action  may  achieve  protection  of  tminaTi 

3  bealtb  and  the  csrironsient  throng  treatzneat  that 

4  '      reduces  the  toxicity,  m6mi1y»  cr  Tolnme  of  hazard- 

5  OQs  sabstanees,  polhtants,  or  eontaminants;  contain- 

6  ment  or  other  engineering  eontrols  to  Bmit  oq^oeore; 

7  a  eombination  of  treatment  and  containment;  or' 

8  other  methods  of  protection.  The  method  or  methods 

9  of  remediation  appropriate  fbr  a  given  facility  ahaD 
10  be  determined  throng  the  evbhiation  of  remedial  al- 
ii tematives  and  the  selection  process  under  para- 

12  graphs  (2)  and  (3).  "When  determining  the  ^;ypro- 

13  priate  remedial  method,  treatment  is  to  be  prefeired 

14  for  hot  spots  as  defined  imder  paragraph  (8)(B). 

15  This  preference  shall  not  Mjipiy  to  materials  that  do 

16  not  constitate  hot  ^ots. 

17  ''(2)  Lakd  use.— (A)  In  selecting  a  reme^^, 

18  the  Preadent  shaU  take  into  aeooont  the  reaaonab^ 

19  antidpated  ftitnre  uses  of  land  at  a  fadlity  as  tt- 

20  qoired  by  this  Act  In  identltying  reasonabjy  antid-' 

21  pated  ftitore  land  uses  the  Preadent  ahaS  eon&der 

22  factors,  idiieh  generally  shaU  inchde  the  fbDowmg: 

23  ''(i)  Aoy  eonsensQs  recommendation  of  the 

24  Commimity  Working  Group  and  any  other 

25  Tiews  expressed  ly  members  of  the  affected 
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1  eomzDUttlj  cxD^t  tint,  vith  nqwet  to  a  Ted- 

2  eral  tta^ty  tAedaled  for  domre  or  ntlign- 

3  ment,  the  Pkvddent  iSiall  con^der  aaj  Joint 

4  eoneensos  nooizixDendaiion  cf  the  ^"""""'^'j 

5  Worlazig  Groi^  and  a  ndevdopment  sstttaity 

6  which  has  been  eitahliihed  fbr  toeh  fbdhtj. 

7  *<ai)  The  Iind  ue  hiftoy  of  the  fidfilgr 

8  and  gnrrcnmdmg  prppertks,  the  cuirent  land 

9  uses  of  the  fuilxty  and  gazroanding  properties, 

10  recent  development  patterns  in  the  area  where 

11  the  tuShty  is  located,  aad  population  prqjee- 

12  tions  for  that  az«a. 

13  ''(iii)  Federal  or  Sute  land  use  designa- 

14  tions,  indnding  Federal  Cidlities  and  national 

15  pArks,  State  ground  water  or  aoifiue  water  re> 

16  charge  areas  established  under  a  State's  eom* 

17  prehenszve  protection  plan  fbr  ground  water  or 

18  tuiflaee  water,  and  recreational  areaa. 

19  "(iv)  Tbt  eojTent  land  use  toning  and  fii- 

20  tore  land  use  plans  of  the  local  govenunent 

21  with  land  nseregulatoxyanthorilgr. 

22  "(▼)  The  potential  fbr  economic  redevdop> 

23  ment. 

24  ''(vi)  The  pnnimit^r  of  the  eontamination 

25  to     residences,     tenstive     pppolations     or 
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1  eoois^stemt,   aatonl  resooroet,  cr  «itas  of 

-  2  vniqae  historic  or  eoltori]  iignifiraiw^. 

3  '    "(lu)  Cnrrait  pUDS  for  ^  ftcQity  %7  the 

4  property  owner  or  owsen,  not  indadizig  poten- 

5  tial  TohmUzy  nmedial  measom. 

6  **CB)  In  devdoiang  itt  reoonunendation,  iSttt 

7  Community  Woridng  Qroap  shall  oonnder  fketon 
■  B  (ii)  through  (tu)  of  fobparagrap^  (A),  and  the 

9  President  ahall  give  lubstantial  weight  to  that  ree- 

10  ommendation  whert  ooniensni  is  reached,  or  fob- 

11  ttantial  weight  to  the  Tiewi  of  the  affected  eommn- 

12  nity  where  the  Commnnity  Woridng  Gronp  does  not 

13  reach  consensus  in  accordance  with  taction  117(g). 

14  I  ^(C)  AH  information  eon&dered  hy  the  PKsi- 

15  dent  in  evahiating  reasonabfy  antidpated  fiitare  land 

16  uses  nnder  this  paragr^h  shall  be  indnded  in  the 

17  administrative  record  under  section  113(k). 

18  ''(8)  Apfbopbute  iryvT:T>TAT.  ^cnoK.^CA) 

19  The  President  ahaS  identify  and  select  an  ^pro- 

20  priate  Ttmtdy  that  prevents  eposores  in  exce»  of 

21  protective  concentration  levels  established  under  sob- 

22  section  (d)  hy  balancing  the  fbllowing  fSictors: 

23  *'G)  The  effectiveness  of  the  remedy,  in- 

24  ehiding  its  implementabilxty. 
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1  ''(ii)  Hie  lonc^enii  tdiabilxty  of  the  icm-' 

2  '  edy,  that  It,  itt  e^aUIity  to  adiieve  long-term 

3  •  |nx>tection  of  imtnaw  liMltli  szid  iht  onviron- 

4  nent  eozuadexing  the  prefiereDee  Ibr  trettment 

5  of  hot  Qxjti. 

6  *'05i)  Ajsj  ■bortptenn  liik  pooed  hj  the  im- 

7  plementation  of  the  nmtdy  to  the  afiSBeted  oom- 

8  xnnnity,  to  those  engaged  in  the  deanr^  eSbrt, 

9  and  to  the  euvlroument 

10  ""(xv)  The  aeeeptability  of  the  veme^  to 

11  the  affected  eomsmnxty. 

12  **iv)  The  reasonahlene^  of  the  eost  of  the 

13  remedy. 

14  "(B)  Hot  spots.— The  IbDowmg  thaS  sppiy  to 

15  the  remediation  of  hot  wpotM: 

16  ''(i)  For  pniposes  of  this  section,  the  term 

17  'hot  spot*  means  a  discrete  area  inthxn  a  fscilxtj 

18  that  contains  hazaidoos  sahstanees,  polhitants 

19  or  contaminants  that  are  present  in  hi|^  eon- 

20  eentrations,  are  higMy  mobile,  or  eannot  be  rdi- 

21  ab)y  contained,  that  would  present  a  ^gnificant 

22  risk  to  hunan  heslth  or  the  environment  shoold 

23  exposure  oceor.  The  Frendent  shall  develop 

24  guidelines  fbr  the  identification  of  hot  spots. 

25  Such  guidelines  ahsll  recommend  appropriate 
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1  ileld  izxrestigationg  that  w2I  not  nqpSit  extraor- 

2  dinan^  complex  or  eoatfy  ntaaanm. 

3  ^(fi)  In  determmxng  an  appropriate  veme^ 

4  Ibr  hot  ^ota,  Hie  Pkvcdent  ahall  eondder  tiie 

5  &etori  nnder  gabparagnyli  (A).  ^Tith  mpeet 

6  to  the  fietor  in  daaae  (t),  the  Pk«ddent  ahall 

7  nie  a  hi^^  threihbld  for  cvahiating  the  T«a- 
.  8  aonableness  of  eosta  fbr  hot  tpoi  treatment  rel- 

9  ative  to  the  remediation  of  non*hot  ipot  mate- 

10  rials. 

11  ''(iii)  The  Pjrecdent  ahall  aeleet  a  remed|7 

12  reqairing  treatment  of  materials  vonsdtating 

13  hot  spots  nnless  an  appropriate  treatment  teeh- 

14  nology  is  unavailable  or  ia  trailable  ociy  at  im- 

15  reasonable  eost  In  mch  faitaT^res,  the  ftesi- 

16  dent  ahaQ  aeleet  an  interim  eontainment  remedy 

17  fbr  soch  hot  gpot  nlgeet  to  adeqoate  monitor- 

18  ing  and  pnblie  reporting  to  ensore  its  eontinoed 

19  integrity  and  ahall  review  the  interim  eontain- 

20  ment  reme^r  in  aooordanoe  with  lobseetion  (e). 

21  ^^hen  the  ^propriate  treatment  technology  be- 

22  eomes  arvlable,  aa  detenmned  bj  the  Acs- 

23  dent,  that  reme^  shall  be  eonndered  In  aooord- 

24  anee  with  this  section. 
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1  ^Ov)  NotwithitanSng  iht  pntenot  cf  a 

2  hot  gpot,  the  ftvndent  nij  aeleet  a  final  eon- 

3  Uimnent  lemedSjr  fo  hot  ^)Oitt  st  landfills  and 

4  miTiii^g  litet  or  ■^w^na^  fuSxtiea  under  HMt  &I- 

5  lowing  eizvomstanoea:        •—-••• 

6  **0)  Tbt  hot  apot  li  imall  niathe  to 

7  the  overall  ifohnne  of  waste  or  eontamhiA- 

8  tion  being  addressed,  the  hot  apot  is  not 
'  9  leadO^r  identifiable  and   aoeesable,   and 

10  irithont  the  presence  of  the  hot  spot  eon- 

11  taimnent  iroold  haive  been  aelected  as  the 

12  appropriate  remedy  under  aobparagraph 

13  (A)  for  the  larger  bo^y  of  waste  or  area  of 

14  eontamination  in  idiich  the  hot  ^>ot  is  kh 

15  eated. 

16  "On  The  Tohnne  and  area!  ertent  of 

17  the  hot  spot  is  cxtraordinaiy  eompared  to 

18  other  ilsdiities,  and  it  is  highly  unlike^ 

19  dae  to  iht  tm  and  other  diaraeteristics  of 

20  the  hot  spot  that  any  treatment  technology 

21  win  be  developed  that  ooold  be  iiz^>le- 

22  mented  at  reasonable  oost 

23  VTbere  final  containment  fixr  a  hot  spot  is  selected, 

24  the  President  shall  pnblish  an  ca^lanation  of  the 

25  basis  for  that  dedaon. 
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10  ''(5)  Gekebic  XEiSEDZES.— In  order  to  gtream- 

11  line  the  remedy  selection  process  and  to  fsoHtate 

12  rapid  Toluntaiy  action,  the  Prendent  shall  establish, 

13  taking  into  acoonnt  the  fsctors  enomerated  in  para*' 

14  graph  (d)(A),  oost-eftectzve  generic  remedies  for  eat> 

15  egories  of  fkdlities,  and  ca^edited  proeedores  that 

16  include  communis  isvolvenMnt  fbr  selecting  generic 

17  remedies  at  an  indindnal  htS&tj.  To  be  eHgible  for 

18  aelection  at  a  fisdlity,  a  gezieric  reme^  ahall  be  pro- 

19  . .  tective  of  hmnan  health  and  the  cnrnronment  at  that 

20  fiscility.  In  appropxiate  eases,  the  ^Mdent  insj  m- 

21  kct  a  generic  xemedt^  nithoot  eonsdering  aHer- 

22  natives  to  the  generic  nnady, 

23  "(6)    iKSTiTUnOHAL    CONnoz^— ^Whenever 

24  the  President  selects  a  remedial  action  irhieh  relies 

25  on  restrictions  on  the  nse  of  land,  water,  or  other  re- 
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1  aooTcet  to  Adueve  protection  cf  bunin  beahh  and 

2  the  ezmronmenty  the  Tn^daA  iiiill  wpeiSfy  the  aa- 

3  tare  of  the  ivstzictioDt  nqoxred  to  achieve  ndi  pio- 

4  /     tectaoni,  Induding  leitrietfoni  en  tiie  permfwible 

5  ttiet  ofland,yrohlbitionienipedfift<taethitieii^on 

6  the  property,  lectrietioiif  on  fht  drillliig  of  wellf  or 

7  the  me  of  groond  water,  or  ititzictloiif  on  the  vie 

8  of  for&ee  water,  and  nu^  ensaie  rhat  aoch  nttxk- 

9  tions  are  ineoiporated  mto  a  hazardons  gabstanee 

10  easement,  as  provided  hijr  aection  104(k).  In  review- 

11  '  ing  remedial  action  altematxvei  which  would  reqoire 

12  the  use  of  aach  lestrictaons  and  providing  oppor- 

13  tonily  2br  public  eomment  on  those  alternatives,  the 

14  Ptesident  shaS  identi^  the  natore  of  maj  Instxta- 

15  tional  eontrols  that  wodd  be  required  to  imi^Mnt 

16  inch  restrictions,  known  or  anticipated  afSeeted  per- 

17  sons,  the  likefy  duration  of  aodixestrictions,  and  the 

18  anticipated  oosts  of  aoqoizing  any  ^propriate  haz* 

19  ardous  gobstanee  easements  and  enforcing  the  ap- 

20  propiiate  nstrietiona.''. 
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DEPARTMENT  OF  DEFENSE 
LEGISLATIVE  PROPOSAL 


OSDOFHCE:  DUSD(ES)/C:ieanup/Bljke  Vclde,*x79106 

Reviewed  by:  LiCol  Van  Ness,  OSD  OGCA<iL  x44862 

{^TFBTECT  OFT.FrrT^LATTON:  TrsnscrsofUncasntaininattdPripcTy 

T.FGTFLATTVT:  '=TrTTnv  BFTNH  MODrrrFr);  Scc=cm  120(h)(4)(A)  (42U.S.C 
96-Q(h)(4)(A)) 

SnrrTTONAL  AVALYSTg:    The  currsa:  law  excludes  tern  dean  parcel  de:=r=iinnotis  any 
property  where  hirardous  cateiiais  "were  stored  resaidlcss  of  wheiher  or  not  there  are  any 
releases.  Tzis  pr3visions  has  excluded  izzay  resicennal  areas  from  clean  pared  desryrinnrions 
betnuse  docesdc  norage  of  hazardous  materials  such  as  paints  and  other  domestic  hazsrdoos 
maicrials  arc  typically  stored  for  more  ±an  one  year.  The  rcmrimng  language  in  the  secdon  does 
not  iSssz  DoD's  obliganon  to  examine  and,  as  appropriate,  remediate  releases  of  haxaidous 
materials. 

PROpocTr)  T  -CTST.ATTVF  T.A  VCT^G?::  Atached 

.TTISTTFTCATinV;      The  langtuge  was  included  in  both  the  House  and  Senate  vcraons  of  the 
Supcnund  Reform  Act  last  Congress  and  was  not  controversiaL  The  osient  round  of  base 
closures  will  be  adversely  affected  by  the  requirement  Passage  of  a  new  bill  :ids  Congress  is 
expected  but  not  before  the  nnal  determinacon  of  which  in^anaririn^  will  be  included  on  this 
roundofBRAC 

Problem:  Secdon  120(h)(4)(a)  of  CERCLA  requires  x  rVrafTed  invesiigaiion  of 

contaminanon  properties  befoie  they  can  be  determined  eligible  for  desigsanon  as 
"uncontaisinaied."  The  current  law  requires  DoD  to  condua  these  saodies  on  propcay  where 
hazardous  t— tr-w^l^  were  stored  for  one  year  or  more.  This  isclndes  residential  areas  and  areas 
where  there  is  so  evidence  of  any  release.  For  example,  residestiai  housing  or  coumdsszdes 
would  require  these  investigaccns  because  demesne  producs  are  considered  hazardous 
substances.  This  xesuica  DoD's  ability  to  transfer  unconomisaisd  propcny  while  exhansdve 
studies  continn  there  wee  no  domsssc  releases  of  hazardoxis  suhsances. 

Erp-;c:;uj  J:   ^':K'^.::<.^.r  DoD  will  be  afale  a  fTnliratr:  aacsfer  cf  residential  and  some 

commercial  3zz2s  of  dosing  installadcas  mere  expedidoosly. 


BUDGET  IMPACT:  Will  save  DoD  some  cosa  associated  wi±  preparing  120(h)(4)(a) 
analyses  for  3RAC  95.  Savings  will  be  piimaiily  from  ability  to  ransfer  portions  of  dosing 
insiallanons  in  a  more  dmdy  rranntx, 

Section  rccTElANSFERS  OFUNCONTAMINATED  PROPERTY. 

Sccaoa  120(h)(4)(A)  (42  U.S.C  9620(h)(4)(A))  is  amended  by  sirildng  "stored  for  one 
year  or  taore,' in  the  first  sentence. 
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DEPARTMENT  OF  DEFEiNSE 
LEGISLATIVE  PROPOSAL 

OSD  OFFICE:  DUSDCESVCeanup/Blake  Ve!de/x710I5 

Reviewed  by:  Coi  Van  Ness  OSD  OGC/A&L  x44862 

SUB.TECT  OF  LEGTSLATION;  Long-tenn  Leases 

LEGISLATTVE  SECTION  BEING  MODIFTEP:  Section  120(h)(3)  of'ie  Comprehensive 
Eavironinenai  Rcscoose  Comocnsauon  and  Liability  Act  of  1980,  as  axzesded  (42  U.S.C. 
9620(h)(3). 

SECTIONAL  ANALYSIS;  120(h)(3)  Contents  of  certain  deeds.  -  .Ai-.er  the  last  day  of  the 
6-raontn  period  beginning  on  [he  effective  date  of  reguiatioos  under  paragr::sh  (2)  of  this 
subsection,  in  the  case  of  any  real  property  owned  by  the  United  States  en  which  any  hazardous 
substance  was  stored  for  one  year  or  core,  known  to  have  been  released,  or  disnosed  of.  each 
deed  entered  into  for  the  sansfer  of  such  property  by  the  United  States  a  any  other  person  or 
endcy  shall  contain  — 

(A)  to  the  extent  such  information  is  available  on  the  basis  of  a  complete  seareh  of 
agency  files  — 

(i)  a  nodes  of  the  type  and  quantity  of  such  hazardous  rjostances, 

(ii)  notice  of  the  time  at  which  rjch  storage,  reiease.  cr  disposal  took  place,  and 

(iii)  a  description  ofthe  remedial  action  taken,  if  any: 

(B)  a  covenant  warranting  that — 

(1)  all  remedial  action  necessary  to  protect  human  health  and  the  environment 
with  respect  to  any  such  substance  remaining  on  the  property  has  beea  aken  before  the  d^T^  of 
such  oansfer,  and 

(ii)  any  additional  remedial  action  found  to  be  necessary  after  the  date  of  such 
transfer  shall  be  conducted  by  the  United  States. 

(Q  a  clause  granting  the  United  Stales  nrcrss  to  the  property  in  any  case  in  which 
remedial  action  or  corrective  action  is  found  to  be  necessary  after  ±e  (""^f^  of  such  transfer. 

^e  (D)  Naru  ofthe  nquirrmenxs  of  this  subseedon  shall  apply  in  any  ease  in  which 
the  transfer  of  such  property  occurs  by  means  other  than  deed,  including  lease,  license,  or 
other  conveyance  where  the  United  States  remains  the  owner,  nor  ihaE  the  requirements  of 
subparagraph  (B)  shall  not  apply  in  aity  case  in  which  the  person  or  entity  to  whom  the  property 
is  transferred  is  a  potentially  responsible  party  with  respect  to  such  real  property. 
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For  ±e  purposes  of  subparagraph  (B)(i).  all  remedial  action  descrifaed  in  such 
subparagraph  has  been  uken  if  the  construction  and  installation  of  an  approved  remedial  design 
has  been  completed,  and  ihe  remedy  has  been  demonstrated  to  the  Administrator,  to  be  operating 
properly  and  successfully.  The  carrying  out  of  long-term  pumping  and  treating,  or  operation  and 
maintenance,  after  the  remedy  has  been  demonstrated  to  the  Administrator,  to  be  operating 
properly  and  successfully  does  not  preclude  the  transfer  of  the  property. 

PROPOSED  LEGISLATIVE  LANGTTAH'F::  Attached 

JUS  t  It  1  CATION:  Remedial  Actions  may  take  several  yean  to  constma  and  be  shown  to  be 
operating  properly  and  successfully.  This  amendment  confirms  that  U-qD  may  enter  into  long- 
term  (or  other)  leases  while  any  phase  of  cleanup  is  ongoing.  The  amendment  overturns  the 
recent  Federal  Distnc:  Court  decision  (CLF  v.  U.S.  Air  Force)  at  Pease  .\ir  Force  Base  that 
questioned  DoD's  authority  to  enter  into  long-term  leases  before  remedial  acaon  has  been  taken. 
Without  this  amendment.  DoD's  authority  to  enter  into  leases  at  closing  bases  would  remain  in 
doubL 


"SEC  2S09.  ClariUcition  of  covenant  application  to  leases. 

Seoion  I20(h)(j)  of  the  Comprehensive  Environmental  Response  Compensation  and  Liability 
Act  of  1980,  as  amended  (42  U.S.C  9620(h)(3))  is  amended,  at  the  niU  paragraph  after 
subparagraph  (Q  by  sinking  'The'  and  "shall  not",  from  the  first  scntmce  and  inserting  the 
following  to  begin  the  paragraph: 

"(D)  None  of  ±e  requirements  of  this  subsection  shall  apply  in  any  case  in  which  the 
transfer  of  such  property  occurs  or  has  occurred  by  means  other  than  a  fee  simple  deed  or  the 
eauivalent,  nor  shall  the". 
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DEPARTMENT  OF  DEFENSE 
LEGISLATIVE  PROPOSAL 

OSD  OFFTCE:  DUSD(ES)/aeanup/Blake  Velde/x71015 

Reviewed  by:  Col  Van  Ness  OSD  OGC/A&L  x44862 

SUBJECT  OF  LEGISLATION:    EPA  Deferral  of  120(h)(3) 

LEGISLATIVE  SECTION  BEING  MODII-  lED;  Section  120(h)(3)  of  the  Comprehensive 
Environmental  Response  Compensation  and  Liability  Act  of  1980,  as  amended  (42  U.S.C 
9620(h)(3). 

SECTIONAL  ANALYSIS;  Allows  EPA  or  a  suie  to  defer  the  Superfund  (Comprehensive 
Environmental  Response  Compensation  and  Liability  Act  of  1980.  as  amended).  Section 
120(h)(3)(B)(i)  determination  if  an  agreement  between  DoD  and  the  potential  buyer  has  been 
entered  into  and  appropriate  measures  will  be  undertaken  assuring  future  remedial  action,  if 
necessary.  This  determination  requires  the  completion  of  all  remedial  action  (cleanup)  before 
DoD  can  transfer  property  at  closing  bases. 

120(h)(3)  Contents  of  certain  deedx.  —  After  the  last  day  of  the  6-month  period  beginning  on 
the  effective  date  of  regulations  under  paragraph  (2)  of  this  subsection,  in  the  case  of  any  real 
property  owned  by  the  United  States  on  which  any  hazardous  substance  was  stored  for  one  year 
or  more,  known  to  have  been  released,  or  disposed  of,  each  deed  entered  into  for  the  transfer  of 
such  property  by  the  United  States  to  any  other  person  or  entity  shall  contain  — 

(A)  to  the  extent  such  information  is  available  on  the  basis  of  a  complete  search  of 

agency  files  — 

(i)  a  notice  of  the  type  and  quantity  of  such  hazardous  substances, 

(ii)  notice  of  the  time  at  which  such  storage,  release,  or  disposal  took  place,  and 

(iii)  a  description  of  the  remedial  action  taken,  if  any; 

(B)  a  covenant  warranting  that — 

(i)  all  remedial  action  necessary  to  protect  human  health  and  the  environment 
with  respect  to  any  such  substance  remaining  on  the  property  has  been  taken  before  the  date  of 
such  transfer,  and 

(ii)  any  additional  remedial  action  found  to  be  necessary  after  the  date  of  such 
transfer  shall  be  conducted  by  the  United  States. 

(C)  a  clause  granting  the  United  States  access  to  the  property  in  any  case  in  which 
remedial  action  or  corrective  action  is  found  to  be  necessary  after  the  date  of  such  transfer. 
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(D)  the  requirements  of  subparagraph  (B)  shall  not  apply  in  any  case  in  which  the  person 
or  entity  to  whom  the  property  is  transferred  is  a  potentially  responsible  party  with  respect  to 
such  real  property. 

(E)  The  Administrator,  or  the  Governor  of  the  affected  state  for  faeilHies  not  listed  on 
the  National  Priorities  List,  may  defer  the  requirements  of  subsection  (B)  upon  determination 
that  the  property  is  suitable  for  transfer,  and  the  contract  for  sale  or  transfer  benveen  the 
United  States  and  any  other  person  or  entity  contains  assurances  that  releases  caused  by  the 
United  States  will  be  otherwise  addressed  pursuant  to  this  section. 

For  the  purposes  of  subparagraph  (B)(i).  all  remedial  action  described  in  such 
subparagraph  has  been  taken  if  the  construction  and  installadon  of  an  approved  remedial  design 
has  been  completed,  and  the  remedy  has  been  demonstrated  to  the  Administrator,  to  be  operanng 
properly  and  successfully.  The  carrying  out  of  long-term  pumping  and  treating,  or  operation  and 
maintenance,  after  the  remedy  has  been  demonstrated  to  the  Adminisiraior,  to  be  operating 
properly  and  successfully  does  not  preclude  the  transfer  of  the  property. 

PROPOSED  LEGISLATIVE  LANGUAGE;  Attached 

JUSTIFICATION:    Remedial  Actions  may  take  several  years  to  complete  and  to  demonstrate 
their  effectiveness.  This  amendment  allows  DoD  to  enter  into  an  agreement  with  prospective 
purchasers  and  the  regulator  to  assure  all  remedial  actions  will  be  undenaken  by  DoD  after 
transfer.  This  agiremeat  is  similar  to  purchase  agreements  private  parties  can  enter  into  to 
transfer  cleanup  liability  with  the  additional  protection  of  regulator  concurrence.  Without  this 
amendment,  base  closing  transfers  are  impeded. 


SECTION  2810.  CONTENTS  OF  CERTAIN  DEEDS  AND  LEASES 


"Section  120(h)(3)  of  the  Comprehensive  Environmental  Response  Compensation  and  Liability 
Act  of  1980 .  as  amended  (42  U.S.C  9620(h)(3))  is  amended: 

The  Administrator,  or  the  Governor  of  the  affected  state  for  facilities  not  listed  on  the  National 
Priorities  List,  may  defer  the  requirements  of  subsection  (B)  upon  determination  that  the  property 
is  suitable  for  transfer,  and  the  contract  for  sale  or  transfer  between  the  United  States  and  any 
other  person  or  entity  contains  assurances  that  releases  caused  by  the  United  States  will  be 
otherwise  addressed  pursuant  to  this  section. 
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Sec. .  ENVIRONMENTAL  RESTORATION  TRANSFER  ACCOU?^. 

(a)  Secnon  2703  of  title  10  Uniad  States  Code  is  revised  to  read  is  follows: 
Sec.  2703.  ENVIRONMENTAL  RESTORATION  TRANSFER  ACCOUNTS. 

(a)  ESTABLISHMENT  OF  TRANSFER  ACCOUNTS.- 

(1)  ESTABLISHMENT. -There  is  hereby  established  in  the  Deparraem  of 
Defense  and  in  each  of  the  .Military  Dcpanments,  an  account  to  be  iax>wn  as  the  "Tnvironmenial 
Restoration  Account"  (hereinafter  in  this  secaon  referred  to  as  the  "transfer  accounts^.  All  sums 
appropriated  to  carry  out  the  functions  of  the  Secreary  of  Defense  and  the  Secreanes  of  the 
Military  Deparinents  relating  to  enviionmemal  restoranon  under  this  chapter  or  any  other 
provision  of  law  shall  be  appropriated  to  their  rcspccave  nansfer  accounts. 

(2)  REQUIREMENT  OF  AUTHORIZATION  OF  APPROPRIATIONS.-  No 
funds  inay  be  appropriated  to  the  awifa  accounts  unless  siich  sums  have  been  specincally 
authorized  by  law. 

(3)  AVAILABILITY  OF  FUNT)S  IN  TRANSFER  ACCOUNTS.-  Amounts 
appropriated  to  the  transfer  accounts  shall  remain  available  tnnil  transferred  under  subsecnon  (b). 

(b)  AUTHORITY  TO  TRANSFER  TO  OTHER  ACCOUNTS.-  Amounn  in  their 
respective  transfer  accounts  shall  be  available  to  be  transferred  by  the  Secretary  of  Defense  or  the 
Secretaries  of  the  Military  Depaiiments  to  any  appropriadon  account  or  fund  of  their 
Depanments  for  obligation  from  that  account  or  fund  to  which  tnnsfened. 

(c)  OBLIGATION  OF  TRANSFERRED  AMOUNTS.-  Funds  transferred  under 
subsection  (b)  may  otily  be  obligated  or  rti-^^^Ar^  fium  die  account  or  fond  to  which  transfezred 
in  order  to  cany  out  the  funcsons  of  the  Secrexary  of  Defense  or  the  Secrearies  of  the  Military 
Departments  under  this  chapter  or  enviroomental  resxaranoo  fiinoions  uader  any  odier  provision 
of  law. 

(d)  BUDGET  REPORTS.—  In  pi  Lousing  da  Budget  for  any  fival  year  purmant  to 
section  1102  of  title  31.  the  Presideni  shall  se:  forth  separately  the  amounts  lequessd  for 
cnviromaental  restoraiion  junt^i-inn  by  the  DepuLi  mi  of  Defense  and  die  MHitsry  Depanments 
tmder  this  chapter  or  any  other  Ao. 

(e)  AMOUNTS  RECOVERED  UNDER  CERCLA.-Amouais  recovered  tmder  section 
107  of  CERCLA  for  response  actions  of  the  Secretary  of  Defense  or  a  Secreary  of  a  Military 
Depanment  shall  be  credited  to  their  respective  transfer  accotmL 

(f)Reference  to  the  "Defense  Environmental  ResiDration  Account"  elsewhere  in  the  law 
shall  be  construed  as  referring  to  the  "Environmental  Restoration  Account"  of  the  Depanment  of 
Defense  and  each  of  the  Military  Departments. 


Qn.IRO      QR  _  14 
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DEPARTMENT  OF  DEFENSE 
LEGISLATIVE  PROPOSAL 

OSD  OFFICE;   DUSD (ES) /Program  Integration/Charlie  Wood/x71015 
Reviewed  by:   LCCol  Van  Ness  OSD  0GC/A6L  x44862 

SUBJECT  OF  LEGISLATION:   Environmental  Restoracion  ac  locations 
affected  by  3ase  Realignment  and  Closure  actions  by  the  1995 
Commission. 

LEGISLATI'/E  SECTION  BEING  MODIFIED:   Section  2906(e)  of  the  Base 

Realignment  Act  of  1990 

SECTIONAL  ANAL::SIS  :   The  current  section  of  the  Base  Realignment 
and  Closure  Act  of  1990  prohibits  the  use  of  any  funds  other  than 
the  BflAC  Account  for  Environmental  Restoration  at  bases  affected 
by  the  BKAC  Commission.   The  President's  budget  is  presented  to 
the  Congress  before  the  Department  nominates  the  bases  for 
realignment  and  closure.   Environmental  restoration  funds  for 
bases  not  currently  under  BRAC  actions  are  included  in  the  DERA 
budcet  request.   The  current  prohibition  precludes  the  use  of 
budgeted  DERA  funds  in  FY  1996  for  those  bases  affected  by  the 
BRAC  CctTjnission  in  1995.   This  section  would  modify  the  existing 
legislation  in  order  to  correct  that  problem.   It  would  allow  the 
use  of  DERA  at  affected  locations  to  fund  only  those 
environ-tie-^.tal  activities  for  which  DERA  would  have  been  used 
without  action  by  the  BRAC  Commission.   Other  environmental 
requirements  would  have  to  be  funded  from  the  BRAC  account. 

PROPOSED  LEGISLATT'/E  LANGUAGE:   Attached 

JUSTIFICATION :   Problem:  Existing  law  prohibits  budgeted  funds  in 
DERA  from  being  used  for  their  intended  purpose  on  bases  affected 
by  the  1995  BPAC  Commission.   The  MilCon  Appropriations  have 
traditionally  identified  a  floor  in  the  BRAC  appropriations  for 
use  on  environmental  restoration  activities.   Consequently,  funds 
requested  for  other  purposes  in  BRAC  are  precluded  from  their 
intended  use  by  the  earmarJcing  for  environmental  activities.   The 
effect  of  both  actions  is  to  delay  the  return  of  the  bases  for 
civilian  use,  and  the  opportunity  for  contamination  to  spread 
further  and  cost  more  to  clean  up  in  the  long  run. 

Expected  Improvement;   Contracting  procedures  for  restoration 
activities  would  continue  as  planned  for  in  the  DERA  budget. 
Contracting  procedures  would  not  be  affected  because  of  a  change 
in  f\ind  source  and  the  DoD  Chain  of  command  would  have  a  full 
year  to  transfer  the  management  of  environmental  restoration  at 
the  affected  bases  from  DERA  to  BRAC  personnel  and  procedures. 

BUDGET  IMPJUrr;   There  should  be  no  change  in  the  amount  of  funds 
required;  the  legislation  otily  affects  the  source  of  funds. 
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BXCXGROmm    PAPER 

History.   Secrion  2827  of  the  Nacional  Defense  Auchoriracion  Act 
for  Fiscal  Years  1992  and  1993  (PL  102-190,  December  5,  1991;  105 
STAT.  1551)  designates  the  BRAC  accounts  as  the  sole  soxirce  of 
funds  for  environmental  restoration  eind  mitigation  at  closing 
installations.   Prior  to  that  Act,  the  Department  could  use 
either  BRAC  or  DERA  funds  for  restoration  at  closing  bases. 
Congress  initiated  the  change  due  to  the  fear  that  if  the 
Department  was  cleaning  bases  on  a  *vorst  first'  basis  using 
DERA,  that  the  BRAC  bases  might  not  compete  well  enought  to  be 
cleaned  up  quick  enough  to  encourage  reuse  (or  resale,  at  that 
time) .   There  was  additional  concern  that  the  BRAC  account  should 
include  all  costs  relative  to  closing  the  bases,  and  that 
accelerated  cleanup  belonged  as  one  of  these  costs. 

Currant  Situation.   Most  compliance  costs  at  closing  bases 
continue  to  be  funded  from  the  Components'  operations  founds. 
That  is  because  most  of  the  compliance  costs  are  to  ensvire  that 
base  operations  continue  to  comply  with  applicauDle  laws  amd 
regulations .   Only  the  portion  of  compliance  that  concerns 
closing  a  facility,  or  cleaning  facilities  prior  to  transfer, 
would  relate  to  the  closure  action;  and  therefore  be  funded  in 
the  BR.A.C  account.   That  portion  of  compliance  f-.inding  is  included 
in  the  Cost  of  Base  Realignment  Action  (CCBRA)  model  auid 
therefore  should  be  in  the  BRAC  TJ   wedge.   Additionally,  it  is 
not  necessary  to  fund  most  of  those  actions  d'uring  the  first  year 
subsequent  to  the  closure  announcement. 

Cleanup,  on  the  other  hand,  is  funded  entirely  in  DERA. 
There  are  no  restoration  costs  included  in  the  COBRA  model,  and 
consequently,  no  restoration  costs  are  included  in  the  BRAC  95 
wedge  provided  to  the  Kill.   The  Depaurtment  developed  section 
2807  of  the  draft  MilCon  Authorization  Bill  to  address  this 
problem.   In  the  past,  particularly  in  BRAC  91  and  BRAC  93,  there 
were  no  funds  included  in  the  BRAC  wedge  for  cleanup.   In  BRAC 
91,  the  Department  had  to  move  funds  from  other  areas  to 
environment  in  the  BRAC  appropriations  in  order  to  fiind  any 
actions  in  FY  1992  \intil  the  end  of  the  year  when  Congress 
enacted  the  FY  1992  Supplemental.   In  BRAC  93,  the  MilCon 
Appropriations  Act  for  FY  1993  set  a  floor  of  $3  00  million 
specifically  for  environmental  restoration,  from  the  amounts  the 
Department  had  identified  in  the  BRAC  wedge.   However,  other, 
non-environmental  actions  'were  delayed  because  of  moving  these 
funds  to  environmental  restoration. 
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Gicnsiscent  with  the  definition  for  a  military  construction 
-project  in  section  2301(b)  by  removing  the  portion  of  section 
2805 (a) (1)  that  is  inconsistent  with  section  2801 (b).   All  othe: 
;provision3,  including  the  monetary  limitation  on  minor 
-construction,  are  unaffected. 

Clajrifzca.zz.an  of  funding  far   envircnmental  restoration  at 
-••^cira  7  lar.innfi    to  be   clased   or  rsa.ligned    (sec.    2807) 


Environmental  restoration  at  bases  selected  for  closure  oi 
-realignment  as  the  result  of  3RAC  95  is  restricted  to  the  Base 
ZP.ealignment  and  Closure  (BRAC)  account  as  the  source  of  fundinc 
TZnvironnental  restoration  costs  for  Fiscal  Year  1996  at  those 
ijases  were  submitted  in  the  President's  budget  for  Fiscal  Year 
:i99S  as  part  of  the  Defense  Environmental  Restoration  Account 

(DERA) ;  the  recommendations  from  the  199S  BRAC  Commission  will 
-not  be  final  until  September  1995  and  the  Fiscal  Year  199S 
budget  was  submitted  in  February,  1995.   This  provision  permits 
the  environmental  cleanup  at  installations  selected  for  closure 
pursuant  to  BRAC  95  to  be  funded  from  the  DZRA  account  for 
Fiscal  Year  199S  only.   After  Fiscal  Year  199S,  environmental 
restoration  must  be  funded  from  the  BRAC  accouit. 

Xancraczs   for  certain  services   at  inscallacions  being  closed 
Csec.    2303)  . 

P.L.  103-lSO,  Section  2907,  authorized  the  Secretary  to 
-obtain  certain  caretaker  ser-zices  from  local  governments  at 
installations  being  closed.   As  written,  however.  Section  2907 
"requires  the  use  of  a  standard  government  contract  executed  in 
accordance  with  applicable  procurement  laws  and  regulations . 
iocal  governments  are  reluctant,  and  in  some  cases  have  refused, 
xo  enter  into  such  standard  government  contracts. 

The  proposed  legislation  authorizes  the  use  of  less  formal 
■agreements  with  local  governments  while  still  protecting  the 
Government's  interests,  thereby  providing  the  military 
idepartments  with  the  maximum  degree  of  flexibility  in  obtaining 
caretaker  services  at  closing  installations  during  the 
transition  from  military  to  civilian  use.   The  primary  benefit 
is  the  ability  to  obtain  caretaker  services  by  the  most 
practical  and  cost  effective-  means . 

Clarification  of  covenancs  applicable   to  leases    (sec.    2309) 
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1  (2)  a  within-scope  modification  to  a  contract  iftfae  increase  in  cost  is  approved 

2  by  the  Secretary  concerned,  and  the  Secretary  concensd  promptly  submits  written 

3  notification  of  the  fiuts  relating  to  the  proposed  increase  in  cost  to  the  appropriate 

4  committees  of  Congress." 

5  SEC2806-CLARmCATlON  OF  UNSPECIFIED  MINOR  CONSTRUCTION 

6  AUTHORITY 

7  The  last  sentence  of  Subsection  280S(aX  1 )  of  title  1 0,  United  Stain  Code,  is  amended 

8  by  striking  out  "(1)  that  is  for  a  single  undertaking  at  a  military  installation,  and  (2)". 

9  Subtitle  B 

10  Base  Closure  &  Realignment  and 

11  Environment 

12  SEC  2«07.  CLARIFICATION  OF  FUNDING  FOR  ENVIRONMENTAL 

13  RESTORATION  ACl  IVIi lES  AT  INSTALLATIONS  TO  BE  CLOSED  OR 

14  REAUGNED. 

1 5  Section  2906(e)  of  the  Defense  Base  Closure  and  Realignment  Act  of  1 990  (pan  A 

16  of  title  XXIX  of  Public  Law  lOI-SlO;  10  U.S.C.  2687  note,  as  amended)  is  amended  to 

17  read  as  follows— 
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1  "(e)  ACCOUNT  EXCLUSIVE  SOURCE  OF  FUNDS  FOR  ENVIRONMENTAL 

2  RESTORATION  PROJECTS.- 

3  (l)Excq}t  for  funds  deposited  into  the  account  under  subsection  (a),  and  except  as 

4  provided  in  paragraph  (2\  fimds  appropriated  to  the  Department  of  Defense  may  not  be 

5  used  for  purposes  described  in  section  290S(aXl  XQ-  ^^  prohibition  in  this  subsection 

6  shall  expire  upon  the  termination  of  the  Secretary's  authority  to  cany  out  a  closure  or 

7  realignment  under  this  part. 

8  (2)  Funds  in  the  Defense  Enviromnental  Restoration  Account  established  under 

9  section  2703(a)  of  tide  10,  United  States  Code,  may  be  used  in  Fiscal  Year  1996  for 

10  environmental  restoration  activities  for  installations  approved  for  closure  or  realignment 

1 1  under  the  authority  of  this  Act  in  1 995." 

12  SEC.  2808.  CONTRACTS  FOR  CERTAIN  SERVICES  AT  INSTALLATIONS 

13  BEING  CLOSED. 

14  a.  Subsection  204(b)  of  the  Defense  Authorization  Amendments  and  Base 

15  Closure  and  Realignment  Act  (Public  Law  100-526;  10  U.S.C.  2687  note)  is  amended 

16  by  deleting  the  language  at  subparagraph  (8XA)  and  inserting  in  lieu  thereof: 

17  "(8XA)  Subject  to  subparagraph  (C),  the  Secretary  may  enter  into  agreements, 

18  including  but  not  litnjti'H  to  contracts,  cooperative  agreements,  or  other  arrangements 

19  for  reimbursement,  with  local  governments  for  the  provision  of  police  or  security 

20  services,  fire  protection  services,  airfield  operation  services,  or  other  commimity 

21  services  by  such  governments  at  military  installations  to  be  closed  under  this  tide  if  the 
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<r one JB tent  with  the  definition  for  a  military  conatruction 
Tproject  in  section  2801(b)  by  removing  the  portion  of  section 
.2805 (a) (1)  that  is  inconsistent  with  section  2801(b).   All  other 
rprovisions,  including  the  monetary  limitation  on  minor 
rconstruction,  are  unaffected. 

Clarification  of  fvnding  for  environmen taJ  restoration  at 
-inatsLllAtioiiB   to   be  closed  or  realigned    (sec.   2807) 

Environmental  restoration  at  bases  selected  for  closiire  ox 
■^realignment  as  the  resxxlt  of  BRAC  95  is  restricted  to  the  Base!. 
Hlealignment  and  Closure  (BRAC)  account  as  the  sotirce  of  funding 
^Environmental  restoration  costs  for  Fiscal  Year  1996  at  those 
ibases  nwre  submitted  in  the  President's  budget  for  Fiscal  Year 
11996  as  part  of  the  Defense  Environmental  Restoration  Account 

.^BERA) ;  the  recommendations  from  the  1995  BRAC  Commission  will 
-not  be  final  xuitil  September  1995  and  the  Fiscal  Year  1996 
.^budget  was  submitted  in  February,  1995.   This  provision  permits 

the  environmental  cleainup  at  installations  selected  for  closure 
pursuant  to  BRAC  95  to  be  funded  from  the  DERA  account  for 

Fiscal  Year  1996  only.   After  Fiscal  Year  1996,  environmental 
'^restoration  must  be  funded  from  the  BRAC  account. 

OConZracts  for  certain  services  at  installations  being  closed 
isec.    2808)  . 

P.L.  103-160,  Section  2907,  authorized  the  Secretary  to 
"Obtain  certain  caretaker  services  from  local  governments  at 
installations  being  closed.   As  %rritten,  however.  Section  2907 
"requires  the  use  of  a  staindard  government  contract  executed  in 
accordance  with  applicable  procurement  laws  and  regulations. 
Xocal  governments  are  reluctemt,  and  in  some  cases  have  refused, 
t.o   enter  into  such  standard  government  contracts. 

The  proposed  legislation  authorizes  the  use   of  less  formal 
."agreements  with  local  governments  wkile  still  protecting  the 
Government's  interests,  thereby  providing  the  military 
"departments  with  the  maximum  degree  of  flexibility  in  obtaining 
caretaker  services  at  closing  installations  during  the 
transition  from  military  to  civilian  use.   The  primary  benefit 
is  the  ability  to  obtain  caretaker  services  by  the  most 
practical  and  cost  effective  means. 

■Clarification  of  covenants  applicable   to  leases    (sec.    2809) 
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1  "(e)  ACCOUNT  EXCLUSIVE  SOURCE  OF  FUNDS  FOR  D^VIRONMENTAL 

2  RESTORATION  PROJECTS.- 

(1)  Exoqx  for  fiinds  depovted  into  the  acoount  under  nhiecdon  (a),  aad  except  as 
provided  in  pangnph  (2X  fimds  appropriated  to  the  Dtfi  Uueul  of  Defieaae  may  not  be 
osed  for  purposes  described  in  aectioo  290S(aXlXQ<  The  prohibitioQ  in  this  subsection 
shall  expire  upon  the  termination  of  the  Seoetaiy's  authority  to  carry  out  a  closure  or 
reabgnment  under  this  part. 

(2)  Funds  in  the  Defense  EnyironmentBl  Restoration  Account  established  under 
lection  2703(a)  of  title  10.  United  States  Code,  may  be  used  in  Hscal  Year  1996  for 
environmental  restoration  activities  fot  mstalladons  approved  for  closure  or  realignment 
under  the  authority  of  this  Act  in  1995." 

SEC  2808.  CONTRACTS  FOR  CERTAIN  SERVICES  AT  INSTALLATIONS 
BEING  CLOSED. 

a.  Subsection  204(b)  of  the  Defense  Aotfaorizatioa  Amendments  and  Base 
Qosure  and  Realignmem  Act  (Public  Law  100-S26;  10  U.S.C.  2687  note)  is  amended 
by  deleting  the  language  at  subparagraph  (SXA)  and  inserting  in  lien  thereof: 

^       -*' 

*(8XA)  Subject  to  snbpangnph(CX  the  Secretary  may  enter  iixto  agreements,  --J' 
iocluding  but  not  limited  ID  contxacts,  cooperative  agreements,  or  other  anngements 
for  reimbursement,  with  local  governments  fiv  the  provision  of  police  or  security         '  -^^ 

20  services,  fire  protection  services,  airfield  operation  services,  or  other  community 

21  fiTuiit^  hy  iirti  gwMW  miMiiiU  t  mnifry  m<f  llfintu  «n  tie  etfwgrf  nnrfer  thi«  title  if  the 
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1  Secretary  detezmines  ttiit  the  proviskm  of  nicli  lervioes  onder  ncfa  agreemeots  is  in  the 

2  best  intaests  of  the  Depmmeol  of  Defaue." 
b.  Subaection  290S(b)  of  the  Defime  AultMni/alinn  Amendmentt  and  Base 

Closure  and  Realignment  Act  of  1990  (Public  Law  100-S26;  10  U^C  2687  note)  is 
ammrird  by  deleting  the  language  at  subpangra;^}  (SXA)  and  inserting  in  lieu  thereof: 
'(8XA)  Subject  to  subpangn;di  (Q,  the  Secretary  may  enter  into  agreements,  iwrlnHiwg 
but  not  limited  to  comracts,  coopentive  agreements,  or  other  asangements  for 
reimbursement,  with  locai  governments  for  the  provision  of  police  or  security  services, 
fire  protection  services,  airfield  operation  services,  or  other  conununity  services  by  such 
governments  at  military  installations  to  be  closed  imder  this  title  if  the  Sccretaiy 
determines  dut  the  provision  of  sudi  services  under  such  agreements  is  in  the  best 
interests  of  Ae  Department  of  Definse.' 
SEC  2809.  Clarification  of  coveaaat  appUcatioa  to  leases. 
Section  I20(hX3)  of  the  Compidmsive  Environmental  Response  Compensation  and 
Liability  Act  of  1980,  as  amended  (42  U^.C  9620(hX3))  is  amended,  at  the  full 
paragr^h  after  subparagrqib  (Q,  by  striking  "The"  and  'diaQ  nof ,  fiom  tfte  first 
sentence  and  inserting  the  following  to  begin  the  paragrajdu 

"None  of  the  reqniresMnts  of  this  stdssectioo  shall  q)ply  in  any  case  in  «^iich  the 

19  transfer  ofsodi  property  occurs  or  has  otxuueJ  by  means  other  than  a  fee  simple  deed 

20  or  die  equivalent,  nor  shall  the.". 

21  SEC  2810.  CeatcBtsofCcrtaiaDacds  and  Laaacs 
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V.T-pny.r. — Due  to  the  decapitalisation  of  the  Special  Defense 
Acquisition  Fund  (SDAF)  ,  the  requirement  for  a  year  end  report  to 
the  Congress  pursuant  to  section  53  of  the  Arna  Export  Control 
Act  is  no  longer  necessary.   Sxibsections  (a)  (1),  (a)  (4)  are  no 
longer  applicable  since  new  procurements  under  the  fund  have  not 
been  authorized  .since  fiscal  year.  2.393.^..  Reports,  pursuant  to 
subsection  (a) (3)  are  also  unnecessary;  while  ongoing,  transfers 
of  Special  Defense  Acquisition  Fund  stocJcs  will  decrease  over 
tinie  as  they  are  sold  off.   Further,  such  transfers  are  already 
notified  to  the  Congress  pursuant  to  other  applicable  reporting 
requirements  in  the  Arms  Export  Control  Act. 

Saction  922.    S*p«al  of  Prohibition  of  Contracting  for 

7ir«fighting  and'S«curity  Guard  Tunetiona  at 
Military  yacilitias. 

This  proposed  legislation  is  the  result  of  cu=r-ilative 
reconmendations  by  our  military  ser-zices  to  remove  this 
prohibition  so  the  installation  comnanders  and  facility  managers  '• 
can  improve  the  efficiency  and  effectiveness  of  their  fire  and 
security  guard  functions. 

Adoption  of  this  proposal  will  be  implemented  within 
existing  Department  of  Defense  appropriations.   This  proposal 
will  perri.t  t.he  Department  to  become  more  efficient  in  the 
conduct  of  business  directly  supporting  the  installation 
operations  and  maintenance  resources.   Our  firefighting  and 
security  guard  functions  will  become  more  effective  and  efficient 
through  competition. 

It  is  essential  that  we  get  our  firefighting  and  security 
guard  fiinctions  in  the  most  effective  and  efficient  posture 
during  the  dramatic  reductions  the  Administration  desires  and 
approved  by  the  Congress.   Getting  the  best  value  out  of  smaller 
budgets  demands  better  performance,  not  keeping  the  atatus  quo. 
Me  firmly  believe  that  this  legislative  proposal  will  allow  our 
military  leaders  and  facility  managers  to  get  the  job  done  with 
less  resources. 

The  purpose  of  this  aection  is  to  repeal  section  24 S5  of 
title  10,  United  States  Code,  and  thereby  authorize  the 
Department  of  Defense  to  enter  into  contracts  for  firefighting 
and  security  guard  functions  at  military  installations  and 
facilities.   This  repeal  restores  tha  ability  of  the  Department 
of  Defense  to  manage  the  firefighting  and  security  guard 
functions  in  an   efficient  and  effective  manner. 

The  Department  of  Defense  has  been  prohibited  from 
contracting  for  firefighting  and  security  guard  functions  since 
1983-   This  broad  prohibition  has  four  limited  exceptions: 
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»  when  the  conrract  is  ro  be  perforaed  overaeaa; 

►  when  the  contract  ia  to  be  performed  on  Government - 
owned  but  pri-^rately  operated  installations;  and 

••  when  the  contract  (or  a  renewal  of  the  contract)  is  for 
the  performance  of  a  function  irnder  contract  on  or 
before  September  24,  1983. 

•  when  the  contract  is  with  a  local  government,  for  a 

closing  base,  and  not  earlier  than  180  days  before  base 
closing  (Pub.  L.  103-150,  Section  2907). 

Prior  to  1983,  firef ig.htir.g  and  security  guard  functions 
were  successfully  competed  using  the  0M3  Circiilar  A-76  process. 

The  prohibition  against  contracting  firefighting  and 
security  guard  functions  prevents  the  Department  of  Defense  from 
-salir:.ng  savings  in  circumstances  where  private  firms  or  state 
and  local  governments  could  provide  the  ser-zices  for  lower  cose 
at  equal  or  better  performance.   It  also  prohibits  commanders 
from  obtaining  contract  ser-/ices  for  temporary  requirements  at 
remote  locations  or  at  leased  facilities  outside  military 
installations . 

Section  24  65  of  title  10,  United  States  Code  currently 
provides  that  Department  of  Defense  funds  may  not  be  spent  to 
enter  into  contracts  for  the  performance  of  firefighting  and 
aecurity  guard  fxinctions  at  any  military  installation  or 
facility.   The  prohibition  does  not  apply  to  contracts  for 
services  at  locations  outside  the  United  States  where  armed 
forces  members,  otherwise  involved  in  unit  readiness,  would  be 
performing  the  function.   Nor  does  it  apply  to  contracts  for 
services  at  GOCO  facilities  or  for  contracts  extant  on  September 
24.  1983. 

This  section* was  first  enacted  by  the  Department  of  Defense 
Authorization  Act  for  Fiscal  Year  1987  (Piib.  L.  99-S61,  Section 
1222(a),  100  Stat.  3976).   The  Senate  version  of  that  Bill  had 
contained  a  provision  that  would  s:xtend  for  one  year  a 
freestanding,  pxiblic  law  provision  setting  forth  the  same 
prohibition..  The  Senate  language  alao  contained  a  reporting 
requirement  to  review  the  performance  standards  and  inherently 
governmental  activities  within  the  firefighting  function,  and  an 
estimate  of  cost  savings  associated  with  such  contracting  out 
ever  a  five  year  period.   The  Senate  Report  indicated  that 
■firefighters  would  continue  to  be  exempted  until  the 
congressional  report  indicated  that  positions  coxild  be  contracted 
out  in  the  future  (Senate  Report  No.  •99-331-,  October  8,  198S,  p. 
526)  . 
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The  House  version  of  the  Bill  prrooaed  codificacion  of  a 
prchibition  on  firefighcing  funcciona  curreazly  being  perf orTned 
by  Deparirr.enc  of  Defense  civilians,  wirh  the  exception  as 
currently  listed.   In  conference,  the  House  version  was  adopted.  •'* 
The  conferees  also  agreed  to  extend  the  c-.irrent  prohibition  on 
conversion  of  security  guard  functions  for  one  additional  year, 
imless  the  Secretary  of  Defense  determines  that  such. conversion 
would  not  adversely  affect  installation  security,  safety  and 
readiness  {House  Report  No.  99-1001,  October  14,  198S;'  p.  526). 

The  itnportance  of  repealing  section  2465  is  xmderscored  by 
downsizing  of  the  Defense  budget  and  personnel  when  the 
infrastructure  is  not  downsizing  proportionately.   Commanders 
need  all  of  their  tools  to  manage  reducing  operating  budgets . 
One  tool  is  competing  commercial  activity  functions  such  as 
firefighting  and  guard  service. 

The  repeal  of  section  24  63  will  not  automatically  result  in 
the  loss  of  civilian  firefighters  and  security  guards  from  the 
workforce.   Reductions  in  force  may  occur  as  a  result  of 
competitions  performed  under  chapter  146  of  title  10  and  0^B 
Circular  A-76. 

(a)  Existing  Procedures.   In  accordance  with  existing 
procedures,  the  Department  provides  Congressional 
notification  of  the  intent  to  study  specific  functions,  and 
will  provide  the  resxilta  of  the  competition  if  the  decision 
is  to  convert  to  contract.   Separations  from  Federal  Ser-zios 
tnay  result  froni  the  dcvalcptnent  of  the  most  efficient 
organization,  or  a  contract  with  the  private  sector  when  the 
coats  are  lower  than  that  estimated  for  in-house 
performance-   The  Depairtment  fully  supports  the  basic 
employee  protections  requiring  contractors  to  offer 
displaced  Government  employees  the  right  of  first  refusal 
for  comparable  employment  with  the  contractor. 

(b)  Benefits  of  Contr»ct»  with  local  govemocnts-   Many 
installations  adjoin  or  are  surrounded  by  local 
municipalities  which  provide  firefighting  and  security  gu2ird 
services  to  their  communities.   Some  of  these  municipalities 
could  provide  these  servicas  to  militxry  conananders  at 
little  additional  cost  or  at  considerable  savings.   To 
engage  in  a  cost  comparison  under  these  circumstances  would 
waste  government  and  contractor  resources  needed  to  prepare 
estimates  for  the  cost  compairison  process/  Where  local 
governments  can  provide  security  guard  and  firefighter 
services  at  reduced  costs,  the  Secretaries  of  the  military 
departments  should  be  authorized  to  contract  directly  with 
such  governments  non-competitively  without  regard  to  chapter 
14  6  of  title  10  and  0M3  Circular  A-76. 
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0M3  Circular  A-76  specifically  recognises  that  firefightiag 
and  security  guard  functions  are  connnercial  activities  and  can  b« 
outsourced  if  a  contractor  can  provide  the  service  effectively 
and  at  a  lower  cost.   Defense  Firefigfating  and  security  guard 
functions  are  no  different  than  other  coremercial  activity 
functions  at  our  installations  and  facilities  from  other  Federal 
agencies.   The  Department  is  xmaware  of  any  rationale  for 
excluding  firefighting  and  security  guard  functions  from  the 
Government -wide  process  of  determining  the  least  expensive  method 
for  performing  Government  work. 

Based  on  past  cost  comparisons,  competition  for  the 
Departments  firefighting  and  security  guard  functions  could 
potentially  generate  a  240  million  dollar  savings  while  retaining 
in-house  about  50  percent  of  the  firefighting  and  security  guard 
functions  competed. 

Section  923.    Zncraasa  La.   Va^paeifiad  Xinnr  Construction 

Thrashold  frsa  $1.5  Xillioa  to  $3.0  Million 
and  tha  Oparation  and  Xaintananea  Thraahold 
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7         (1 )  by  striking  out  subsection  (f);  and 

(2)  by  redesignating  subsection  (g)  as  subsection  (f). 
(kk)  Wathi  Resources  PRorecrs. — Section  221(c)  of  the  Flood  Control  Act  of  1970  (42 
U^.C  1962d-Sb(e)}  is  amended  by  striking  out ",  and  shall  report  thereon  annually  to  the 
Omgiess."  and  inserting  in  lieu  thereof  a  period. 

(II)  PUBUC  Health  Service  Hospitals. — Section  1252  of  the  Department  of  Defense 
Anthorization  Act,  1984  (42  U.S.C.  248d)  is  amended  by  striking  out  subsection  (d). 

(mm)  Review  of  Contracts. — Section  3(b)  of  the  Act  of  August  28. 1958  (50  U.S.C. 
1433(b))  is  amended  by  striking  out  the  following  sentence:  'If  the  clause  is  omitted  based  on  a 
detzrmiiiaiion  under  clause  (2),  a  written  report  shall  be  furnished  to  the  Congress.*. 

(nn)  Special  Defense  acquisition  Fund  (SDAF)  annual  Report. — Section  53  of  the 
Aims  Export  Control  Act  (22  U.S.C.  2795b)  is  repealed. 

(oo)  ANNUAL  Department  of  Defense  Conventional  Standoff  Weapons  Master  Plan 
AND  Report  on  Standoff  MUNmoNS. — Section  1641  of  the  National  Defense  Authorization 
Act  for  Fiscal  Years  1990  and  1991  (Public  Uw  101-189;  10  U.S.C.  2431,  note)  is  repealed. 
SEC.  922,  REPEAL  OF  PROfflBITION  OF  CONTRACTING  FOR  FIREnGHTING 
AND  SECURTTY  GUARD  FUNCTIONS  AT  MILITARY  FACILITIES. 
Section  2465  of  title  10,  United  States  Code,  is  repealed. 
SEC  923.  INCREASE  IN  UNSPECIFIED  MINOR  CONSTRUCTION  THRESHOLD 
FROM  il£  MILLION  TO  $3.0  MILUON  AND  THE  OPERATION  AN 
MAINTENANCE  THRESHOLD  FROM  S300  THOUSAND  TO 
$1  MILLION. 
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Sect:i.oii  926.    Hapeal  o£  Annual  3t«port  to  Congraaa  on  Contrmctor 
R»inhnr»am«nt  Costa  o£  Snvirosaantal  Raapoaa« 
Acsioxia. 

Section  2706(c)  of  title  10,  United  States  Code,  is  an 
annual  report  of  the  Secretary  of  Defense  to  the  Congress .   it  is 
■to  be  provided  to  the  Congress  before  30  days  after  the  President 
iuhraits  the  budget  for  the  following  fiscal  year.   The  data 
collected  for  this  report  are  not  necessary  for  prcperly 
deteinining  the  allowability  of  environmental,  response  action 
costs  on  Goverrjnent  contracts.   Furthermore,  the  Departnient  does 
not  routinely  collect  data  on  any  other  categories  of  contractor 
overhead  costs.   This' reporting  requirement  needlessly  is 
burdensome  on  both  the  Department  of 'Defense  and  defense 
contractors.   It  also  diverts  limited  resources  for  data 
collection  efforts  that  do  not  benefit  the  procurement  process. 

TITI-Z  XSSTZRXL   PROVTSICHS 

Subtitla  A-7inancial  lUttars 

Seetioa  1001.   Appointment  and  Liability  of  Disbursing  and 
Cartifying  Officials. 

This  section  provides  for  the  designation  and  appointment  of 
disbursing  officials  and  certifying  officials  within  the 
Department  of  Defense  (including  the  military  departments  and 
defense  agencies  and  field  activities) .   In  addition,  this 
section  defines  the  responsibilities  and  liabilities  of 
disbursing  and  certifying  officials  as  well  as  provide  for  their 
relief  from  liability  in  appropriate  cases. 

Sactioa  1002.   Due  ?roeas«  Zxas^tions  for  Minor  Adjustments  in 
Xndabtadnaas  AcTlona. 

This  section  amends  section  5514 (a)  -of  title  5  to  inserr  a 
sew  sxibparagraph  (3)  .   The  purpose  of  this  amendment  is  to  exempt 
from  the  due  process  provision  routine  adjustments  of  pay  that 
are  attributable  to  clerical  or  administrative  errors  or  delays 
in  the  processing  of  pay  documents  that  have  occurred  within  four 
pay  periods  preceding  the  recoupment  and  any  adjustment  that 
anounts  to  fifty  dollars  or  less.  •       "   — 


428 

1  (I )  by  suiking  out  "Not  later  than  December  15  of  each  year"  and  insening  in  lieu  thereof 

2  "^ot  later  than  the  day  on  which  the  budga  for  any  meal  year  is  submined  to  Gsngress 

3  .  pursuant  to  secnon  II  OS  of  title  31';  and 

4  ^        (2)  by  striJdng  out  "major  nincaonal  category  050"  and  all  that  follows  through  "section 
3  1 1 05  of  title  31"  and  inserting  in  lieu  thereof  "subfuncdonal  category  05 1  (Department  of 
3  Defssse  -  Military)  for  thai  budget". 

7  SEC  926.  RZPEAL  OF  AiNNL'AI-  REPORT  TO  CONGRESS  O.N  CONTRACTOR 

8  RELMBURSEMENT  COSTS  OF  E^^VIRONME^TAL  RESPONSE 

9  ACTIONS. 

0  Secron  2706  of  title  10,  United  States  Code,  is  amended — 

2  ( 1 )  by  striking  out  subsection  (c);  and 

Z  (2)  by  redesignating  subsecson  (d)  as  subsecdon  (c). 

.J  TITLE  X— GENERAL  PROVISIONS 

-4  Sabtitie  A — Financial  Matters 

3  SEC  1001.      APPOINTMENT  AND  UABILTTY  OF  DISBURSE^G  AND  CERTIFYING 
16  OFHCLU^ 

U  (a)  DlSBUXSiNC  OFnOALS.— (I)  Section  332I(cX2)  of  title  3 1.  United  States  Code,  is 

18  r»m«-^ri^  to  read  as  follows: 

\9  "(2)  the  Deparcnest  of  Defense  (Including  disbursements  for  the  military  departments 

20  and  Defense  Agencies  and  Department  of  Defense  Field  Acsvities). 

21  '(3)  the  Coast  Guard  (when  not  operating  as  a  service  within  the  Navy).*. 

12  Q)  Secion  2773(aXI )  of  title  1 0,  United  States  Code,  ii  amended  to  read  as  follows: 
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SEC.  XXX.   PAiKEUT  OF  GSrAXN  STIPCIATTD  CrVXI.  PSHALriSS . 

The  Secretary  of  Defense  aay  pay,  from  funds  appropriated 
pursuant  to  section  2405(a)  (12),  not  nore  than  550,0*00  to  the 
Hazardous  Substance  Superfund  established  \inder  section  9507  of 
the  Internal  Revenue  Code  of  1986  (25  U.S.C.  9507)  as  payment  of 
stipulated  civil  penalties  assessed  under  t.he  Comprehensive 
Environ.mental  Response,  Compensation,  and  Liability  Act  of  1980 
(42  U.S.C.  9601  et  seq.)   against  the  Loring  Air  Force  Base, 
Maine. 
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Smc.  XXX.    yjLa<g>rr  or  cxrzxt}!  STXPOiarro  crvn.  ycuiTus. 

The  Secretary  of  Defense  may,  from  funds  appropriated 
pursuant  to  section  301  (xx):, 

<a)  Pay  not  more  than  565,000  to  the  Hazardous  Substance 
Superfund  established  under  section  9507  of  the  Internal  Revenue 
Code  of  1986  (26  U.S.C.  9507)  as  payment  of  stipulated  civil 
penalties  assessed  under  the  Comprehensive  Environmental 
Response,  Compensation,  and  Liability  Act  of  1980  (42  U.S.C.  9601 
et  seq.)  against  the  installations  listed  below: 

(1)  555,000  for  Massachusetts  Military  Reservation, 
Massachusetts;  and 


(2)  510,000  for  F.S.  Warren  Air  Force  Base,  Wyomi 


ng. 


(b)  Accomplish  two  environmental  restoratior.  projects  at  a 
total  cost  not  to  exceed  5500,000,  as  parr,  of  a  negotiated 
agreement  in  lieu  of  stipulated  penalties  assessed  under  the 
Comprehensive  Environmental  response,  Compensation,  and  Liability 
Act  of  1980  (42  U.S.C.  9501  et  sec.)  against  the  Massachusetts 
Military  Reservation,  Massachusetts. 


[Prepared  questions  submitted  to  Hon.  Robert  B.  Pirie  by  Sen- 
ator John  McCain  prior  to  the  hearing  with  answers  suppHed  fol- 
low:] 

QuECTiONS  AND  Responses 

READINESS  OF  RESERVES 

Senator  McCain.  It  seems  that  over  the  past  several  years  the  military  construc- 
tion budget  requests  have  shortchanged  the  Navy  and  Marine  Corps  Reserves  in 
terms  ofi  funding  facility  requirements  that  support  weapons  conversions  and  addi- 
tional training  requirements.  For  instance,  the  Navy  and  Marine  Corps  Reserves 
have  a  construction  backlog  of  $513  million,  of  which  $238  million  is  training  relat- 
ed facilities. 

How  can  budget  requests  of  $7-12  million  annually  address  this  problem? 

Mr.  PiRIE.  The  proposed  Military  Construction,  Naval  Reserve  (MCNR)  program 
provides  the  facilities  needed  to  keep  the  Naval  Reserve  mission-ready  in  the  near 
term.  While  the  current  MCNR  budget  is  modest,  due  primarily  to  the  uncertainty 
surrounding  the  BRAC  process,  increases  are  programmed  in  the  outyears  for  nec- 
essary upgrades  to  Bachelor  Quarters,  Quality  of  Life  facilities,  and  maintenance 
and  training  facilities. 

Senator  McCain.  In  shifting  active  duty  equipment  and  missions  to  the  Reserves, 
is  proper  consideration  being  given  to  the  ability  of  the  receiving  units  to  properly 
house  and  maintain  this  equipment  and  train  for  these  new  responsibilities? 

Mr.  PiRIE.  The  transfer  of  active  duty  missions  and  equipment  to  the  Reserves 
does  generate  requirements  for  additional  maintenance  and  training  facilities.  For 
example,  replacement  of  Marine  Corps  Reserve  M60  tanks  with  MlAl  tanks  will 
require  more  parking  and  larger  vehicle  maintenance  facilities.  Similarly,  the  new 
Marine  Corps  Reserve  Avenger  anti-air  missile  system  and  Cobra  attack  helicopter 
squadron  will  require  expanded  and  upgraded  facilities  to  maintain  equipment  and 
personnel  readiness  in  the  long  term. 

As  these  facility  requirements  are  definitized,  a  portion  of  the  MCNR  budget  in- 
creases programmed  for  the  outyears  will  be  targeted  to  satisfy  these  needs. 

Senator  McCain.  Do  facility  shortfalls  affect  the  readiness  of  our  Reserve  person- 
nel and  the  readiness  of  Reserve  equipment? 

Mr.  PiRIE.  The  quantity  and  condition  of  Reserve  facilities  does  have  a  significant 
impact  on  the  readiness  of  Reserve  personnel  and  equipment  in  the  lon^  term.  In 
the  near  term.  Reserve  facilities  can  support  Reserve  mission  readiness,  m  spite  of 
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austere  current  year  funding.  Recognizing  the  long-term  need,  however,  the  Depart- 
ment of  the  Navy  is  programming  increased  funding  in  the  outyears  to  support  Re- 
serve facility  readiness  into  the  future. 

FUTURE  BRAC 

Senator  McCain.  In  testimony  before  the  1995  Defense  Base  Closure  and  Realign- 
ment Commission,  Secretary  Perry  suggested  the  need  for  another  round  of  base  clo- 
sures in  the  next  3  to  4  years  to  reduce  excess  infrastructure  that  will  remain  after 
the  1995  round.  On  April  27  in  testimony  before  the  Readiness  Subcommittee,  Ad- 
miral Boorda  agreed  that  excess  capacity  will  remain  after  BRAC  1995,  but  was  re- 
luctant to  support  another  round  of  base  closures  until  past  closure  actions  are  paid 
for. 

Does  Admiral  Boorda's  view  represent  the  view  of  the  Department  of  the  Navy 
overall?  If  another  round  of  base  closures  were  to  occur,  when  should  it  take  place 
and  what  type  of  process  should  be  used?  What  consequences  would  the  Navy  and 
Marine  Corps  face  if  excess  capacity  were  not  further  reduced  after  BRAC  1995? 

Mr.  PiRIE.  Admiral  Boorda's  statement  reflects  the  concerns  expressed  by  the  Sec- 
retary of  the  Navy  in  his  testimony  before  the  Defense  Base  Closure  and  Realign- 
ment Commission  on  March  6,  1995.  The  Department  of  the  Navy  recognizes  that 
there  are  many  actions  which  must  be  implemented  before  fiscal  year  2001  and  that 
there  are  limited  resources  to  accomplish  that  implementation.  Additionally,  the  cu- 
mulative result  of  the  four  rounds  of  base  closure  to  date  ultimately  will  be  drastic 
restructuring  of  the  organizational  infrastructure  of  the  Department,  and  it  would 
be  difficult  to  identify  excess  capacity  until  we  have  a  clearer  picture  of  what  the 
Department  will  look  like  once  these  decisions  are  implemented. 

Accordingly,  with  regard  to  when  another  round  of  base  closures  should  take 
place,  as  the  Secretary  stated  to  the  Commission,  the  Department  of  the  Naw  takes 
the  position  that: 

"...  we  would  like  to  have  a  few  years  to  assess  where  we  are,  to  see,  indeed, 
can  we  get  where  we  expect  to  be  with  respect  to  what  has  been  done  in  BRAC- 
95  and  previous  rounds  of  base  closure.  I  would  think  some  3  or  4  years  from 
now  would  be  an  appropriate  time  to  reconsider  another  round  of  BRAC„clo- 
sures.  We  will  know  better  where  we  stand  then.  The  closure  of  '88,  *91  and 
'93  will  have  hopefully  taken  place  by  that  time  and  be  consummated,  and  we 
will  be  close  to  effecting  the  closures  in  the  BRAC-95  process.  In  many  cases, 
they  will  be  complete,  as  well.  I  think  that  having  the  opportunity  to  assess  the 
situation  then,  and  look  at  the  Navy  Department  at  that  time  and  see  how  our 
situation  may  have  changed,  I  think  that  would  be  the  appropriate  time  to  con- 
sider [another  round  of  base  closure]." 

The  Department  of  the  Navy  supports  a  process  for  future  base  closure  rounds 
which  is  similar  to  the  streamlined,  open  process  allowed  by  the  Defense  Base  Clo- 
sure and  Realignment  Act  of  1990.  Such  a  process  allows  the  fullest  review  of  re- 
quirements and  impacts,  while  limiting  the  potential  for  pslitical  interference.  With- 
out a  specifically  legislated  process,  the  Department  of  Defense  has  a  very  limited 
ability  to  affect  infrastructure  changes  under  the  provisions  of  Section  2687  of  Title 
10,  United  States  Code.  Legislation  could  be  passed  which  contains  the  procedural 
and  process  provisions  of  the  current  law,  without  dictating  a  specific  year  for  the 
next  round.  The  President  could  be  given  standing  authority  to  appoint  a  Commis- 
sion to  review  a  list  of  base  closure  and  realignments  developed  under  the  statutory 
process.  Such  a  mechanism  would  ensure  the  checks,  balances,  and  open  process  of 
the  current  law,  but  would  allow  the  President  to  determine  when  a  base  closure 
round  was  necessary  and  proper. 

With  regard  to  the  excess  capacity  remaining  after  BRAC  1995  and  the  con- 
sequences to  the  Navy  and  Marine  Corps  if  that  capacity  is  not  further  reduced,  it 
is  true  that  excess  capacity  in  general  represents  infrastructure  that  we  must  pay 
for  without  receiving  a  commensurate  return  on  investment  or  furtherance  of  readi- 
ness. However,  the  Department  of  the  Navy  has  sought  to  minimize  the  excess  ca- 
pacity remaining.  Assuming  relatively  constant  force  structure  levels  and  oper- 
ational tempos,  the  infrastructure  which  remains  after  the  execution  of  all  of  the 
base  closure  decisions  will  allow  us  to  house  and  support  the  fieet,  with  some  capa- 
bility for  sui^e/mobilization.  In  most  cases  where  there  is  excess  capacity  over  and 
above  surge  recjuirements,  that  excess  can  be  reduced  through  organizational  and 
management  initiatives  without  having  to  resort  to  the  base  closure  requirements 
under  section  2687,  Title  10,  United  States  Code.  However,  the  ideal  situation  would 
be  to  have  the  sort  of  relief  the  current  base  closure  law  has,  to  allow  the  Depart- 
ment of  Defense  to  "rightsize"  itself  as  and  when  appropriate. 
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Senator  McCain.  Many  times  the  services  run  into  problems  executing  BRAC  de- 
cisions and  require  modifications  to  these  decisions.  If,  after  the  existing  base  clo- 
sure law  expires,  the  Navy  and  Marine  Corps  require  any  modifications  to  previous 
BRAC  decisions,  how  should  these  modifications  be  addressed? 

Mr.  PiRIE.  The  Department  of  the  Navy  has  made  every  attempt  in  the  1995 
round  of  base  closure  to  minimize  the  potential  for  needed  modifications,  through 
requesting  redirects  for  those  recommendations  that  no  longer  are  optimal  and 
through  wording  of  the  recommendations  to  enhance  flexibility  in  executing  the  de- 
cisions. However,  it  is  possible  that  some  modifications  might  be  necessary.  A  pos- 
sible mechanism  for  allowing  modification  without  the  need  for  a  fiill-blown  base 
closure  round  would  be  an  amendment  to  Section  2904  of  the  current  base  closure 
law  which  allows  the  Secretary  of  Defense  to  close  or  realign  a  military  installation 
in  a  manner  different  from  that  contained  in  the  Commission  recommendations 
upon  notification  and  justification  to  Congress.  A  procedure  similar  to  that  con- 
tained in  Section  2822  of  Public  Law  102-190,  as  amended  (10  U.S.C.  2687  note) 
relating  to  consistency  in  budget  data  would  allow  not  only  notification  but  review 
of  the  proposed  modification  by  an  appropriate  agency  (e.g.,  the  Inspector  General 
of  the  Department  of  Defense  or  the  General  Accounting  Ofiice)  to  ensure  that  the 
modification  is  appropriate. 

Senator  McCain.  During  the  debate  on  the  Supplemental  Appropriations  bill,  it 
was  alleged  that  the  Department  of  Defense  had  almost  a  $1.0  billion  in  unobligated 
funds  in  the  Base  Closure  and  Realignment  Accounts.  Please  provide  the  amount 
of  unobligated  funding  for  each  account  as  of  March  1995? 

Mr.  PiRIE.  Department  of  the  Navy  obligation  pace  for  BRAC  91  and  93  continues 
to  increase  fiscal  year  1994  obligations  for  BRAC  91  and  93  were  over  98  percent 
for  each.  We  have  currently  obligated  75  percent  of  fiscal  year  1995  BRAC  91  funds 
and  70  percent  of  1995  BRAC  93  funds.  We  anticipate  all  fiscal  year  1995  BRAC 
93  funds  being  obligated  by  July  1995  (beginning  of  fourth  quarter). 

The  percentage  o?  funds  obligated  for  each  BRAC  (all  fiscal  years): 

BRAC  88  —  84  percent. 

BRAC  91  —  94  percent. 

BRAC  93  —  79  percent. 

The  total  allocations  and  unobligated  balances  for  each  BRAC  (all  fiscal  years)  as 
of  March  1995: 

[Dollacs  In  millions] 

Total  allocation  Unoblljated  bate  net 

BRAC  88 $283.6         $45.8 

BRAC  91  $1,401.5        '  $88.2 

BRAC  93  $2,217.7        ^$500.4 


>$7S  million  toscal  year  199S 
>$4572  million  fiscal  year  199S. 


1993  BRAC  ACCOUNT  RESCISSION 


Senator  McCain.  As  I  recall  a  fiscalyear  1994  rescission  action  resulted  in  a  $350 
million  cut  in  the  Na\^s  1993  BRAC  account.  In  response,  the  DOD  comptroller 
"loaned"  the  Navy  funds  from  the  other  services  to  make  up  for  the  cut. 

Is  the  Navy  required  to  "repay  the  loan"  by  October  1995?  Is  the  Navy's  1993 
BRAC  account  properly  funded  to  repay  the  $350  million  and  carry  out  current  and 
future  1993  round  requirements? 

Mr.  PiRlE.  We  have  moved  out  in  a  very  aggressive  manner  to  close  and  realign 
BRAC  93  bases.  Our  internal  plan  was  even  more  aggressive  than  we  actually  ac- 
complished in  fiscal  year  1994.  In  essence,  the  Emergency  Appropriations  Act  of  fis- 
cal year  1994  (California  Earthquake  Act — February  1994)  rescmded  $350  million 
of  BRAC  funds  that  were  to  be  provided  to  the  Navy.  Our  fiscal  year  1994  funding 
target  was  reduced  to  about  $440  million.  Knowing  that  DOD  had  some  unobligated 
balances  of  BRAC  funds  on  hand,  we  did  not  slow  our  implementation  pace.  In  late 
May  1994,  we  received  $350  million  of  additional  BRAC  funds.  As  of  September  30, 
1994,  we  obligated  99  percent  of  our  total  fiscal  year  1994  allotment  ($784  million). 

With  respect  to  fiscal  year  1995,  we  had  to  pay  back  the  $350  million  on  October 
1,  1994  (first  quarter  of  fiscal  year  1995).  We  deferred  $350  million  of  BRAC  93  re- 
quirements from  fiscal  year  1995  to  fiscal  year  1996  to  accomplish  the  payback. 
Therefore,  we  are  underfunded  once  again  in  fiscal  year  1995.  The  shortage  of  fiscal 
year  1995  funds  will  eventually  delay  BRAC  93  closures  past  already  established 
closure  dates. 
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We  continue  to  strive  for  early,  fast-track  closures,  prior  to  the  6  years  allowed 
by  statute  (July  1999).  Any  extension  of  the  closure  process  will  cost  more  in  the 
long  term.  At  the  time  closure  dates  were  established,  the  operating  costs  for  closing 
bases  were  taken  as  savings  and  programmed  for  ouier  Navy  requirements.  These 
funds  would  have  to  be  restored  for  each  delayed  closure. 

IMPROVING  QUALITY  OF  UFE 

Senator  McCain.  Secretary  Perry  has  focused  on  improving  the  quality  of  life  of 
our  military  personnel  and  has  committed  $6  billion  over  the  next  5  years  to  im- 
prove living  conditions. 

What  is  the  Navy's  financial  share  of  this  initiative  and  what  specific  improve- 
ments should  result  from  this  plan?  It  seems  that  quality  of  life  goes  beyond  oricks 
and  mortar.  What  other  quality  of  life  initiatives  or  programs  are  the  Navy  and  Ma- 
rine Corps  pursuing — other  than  increasing  the  funding  for  barracks  and  family 
housing  construction  and  renovations? 

Mr.  PiRIE.  In  fiscal  year  1996,  the  Department  of  the  Navy  received  an  additional 
$27  million  for  family  housing  quality  of  life  initiative.  Funding  over  the  balance 
of  the  FYDP  remains  to  be  distributed.  The  Secretary  of  Defense  has  asked  John 
Marsh,  former  Secretary  of  the  Army,  to  head  a  panel  of  experts  to  look  into  the 
quality  of  life  needs  of  the  services  and  make  recommendations  to  him  by  the  end 
of  this  fiscal  year  on  what  each  service's  share  of  the  out-vear  fiinding  should  be. 
It  can  be  expected  that  additional  funding  will  be  allocated  to  family  and  bachelor 
housing.  Continental  United  States  Cost  of  Living  Allowance  (CONUS  COLA),  and 
Basic  Allowance  for  Quarters  (BAQ)  gap  closure. 

Programs  which  directly  affect  quality  of  life  include:  Morale,  Welfare  &  Recre- 
ation Programs,  Adult  Education  Programs,  Child  Development  Programs,  New  Par- 
ent Support  Programs,  Family  Advocacy  Programs,  and  Transition/Relocation  Pro- 
grams. These  programs,  along  with  family  ana  bachelor  housing,  fitness  center,  and 
child  development  center  projects  make  up  the  core  of  our  quality  of  life  package. 

Senator  McCaIN.  In  recent,  testimony  before  the  Readiness  Subcommittee,  Gen- 
eral Mundv  stated  that  while  improving  the  Quality  off  life  of  military  personnel, 
one  should  not  lose  sight  of  the  importance  oi  missions.  To  what  extent  does  the 
Navy  and  Marine  Corps  consider  the  condition  and  standards  of  workplace  environ- 
ments as  part  of  its  definition  of  quality  of  life? 

Mr.  PiRIE.  The  Navy's  extends  its  definition  of  Quality  of  Life  to  workplace  envi- 
ronments as  well  as  living  and  personnel  support  facilities.  There  is  a  need  to  have 
"quality"  workplaces — quality  infrastructure — to  ensure  the  we  can  fully  perform 
our  mission  in  the  future.  The  measure  of  the  Navy's  readiness  is  closely  linked  to 
the  quality  of  our  infrastructure.  The  Navy  is  in  the  process  of  developing  a  long 
range  facility  investment  strategy  founded  on  and  balanced  between:  (1)  a  properly" 
funded  Maintenance  and  Repair  program;  (2)  reliance  on  the  private  sector  to  sat- 
isfy requirements  when  possible,  rather  than  constructing  additional  facilities  on 
our  stations;  and  (3)  a  properly  funded  replacement/modernization  Military  Con- 
struction Program.  We  are  already  moving  toward  these  objectives.  The  Navy  lead- 
ership believes  "quality  facilities"  investments  are  investments  in  the  individual.  It 
is  part  of  the  reason  an  individual  may  choose  to  serve,  and  when  called  upon,  to 
risk  his  or  her  life  in  the  services  of  our  country.  In  addition,  "quality  facilities"  sup- 
ports readiness,  reduce  operating  and  maintenance  costs,  and  improves  productivity. 

Senator  McCaIN.  The  Department  has  established  new  standards  for  enlisted 
bachelor  quarters — 2  sleeping  areas  sharing  a  common  bathroom  and  kitchen  area. 
What  is  your  services  position  on  implementing  these  standards  for  barracks  up- 
grades authorized,  but  construction  not  yet  started? 

Mr.  PiRIE.  Bachelor  Enlisted  Quarters  projects  authorized  in  the  Fiscal  Year  1995 
Military  Construction,  Navy  (MCON)  program  or  in  prior  year  programs  will  not  be 
constructed  to  the  new  DOD  bachelor  quarters  construction  criteria.  To  include  all 
of  the  features  of  the  new  criteria  in  these  projects  would  require  complete  redesign 
and  would  significantly  delay  execution. 

DEMOLITION 

Senator  McCaIN.  Over  44  percent  of  the  Navy's  infrastructure  was  built  during 
the  1931-1950  timeframe.  What  on  average  does  the  Navy  and  Marine  Corps  sf>ena 
on  demolition  each  year?  What  is  the  average  requirement? 

Mr.  PiRIE.  NavY-wide,  not  many  buildings  are  demolished  each  year.  There  has 
been  no  dedicated  Navy  demolition  program  prior  to  fiscal  year  1996.  The  main  rea- 
son buildings  have  been  demolished  up  to  this  point  was  to  clear  a  construction  site 
for  a  new  facility.  The  cost  of  site  clearing  demolition  is  included  in  the  cost  of  the 
construction  project.  A  base  commander  has  the  authority  to  demolish  excess  build- 
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ings  using  operations  and  maintenance  (O&M)  funds  and,  on  occasion,  facilities  are 
demolished  using  this  funding  source.  However,  as  the  availability  of  O&M  funds 
is  reduced  due  to  budget  reductions,  higher  priority  requirements  are  funded  before 
demolition.  The  Navy  does  not  maintain  a  central  dataoase  that  keeps  track  of  the 
number  of  buildings  demolished  each  year.  The  NavVs  plant  account  inventory 
tracks  the  construction  of  new  facilities  and  the  removal  of  excess  facilities  by  demo- 
lition or  other  disposal  actions. 

The  Navy  currently  has  70  demolition  projects  ($76  million)  in  the  Demolition 
Program  Backlog.  The  Navy  has  earmarked  $5  million  per  year  beginning  in  fiscal 
year  1996  for  the  Demolition  F*rogram.  In  addition,  facilities  will  be  demolish  as  part 
of  the  Military  Construction,  Navy  (MCON)  program  to  clear  construction  sites  for 
new  facilities.  The  total  number  of  facilities  demolished  as  part  of  the  MCON  pro- 
gram varies  widely  from  year  to  year. 

In  ilscal  year  1994,  the  Marine  Corps  spent  $1.4  million  on  demolition,  and  in  fis- 
cal year  1995  we  plan  to  spend  $1.7  million.  The  Marine  Corps  has  canvassed  bases 
for  unneeded  facilities  ana  have  developed  a  plan  to  demolish  those  facilities  by  the 
end  of  fiscal  year  2000  for  approximately  $4  million  per  year. 

Senator  McCain.  What  approach  to  funding  demolition  would  the  Navy  favor:  (1) 
fencing  of  O&M  funds;  (2)  establishing  a  separate  account  similar  to  the  minor  con- 
struction account;  or  (3)  another  concept? 

Mr.  PiRIE.  Currently  the  Department  of  the  Navy  Demolition  Program  is  part  of 
the  O&M  budget.  We  can  centrally  manage  the  demolition  funds  in  either  the  O&M 
or  MCON  accounts  to  ensure  use  only  for  the  intended  purpose  of  eliminating  un- 
safe, unsightly  or  high-cost  excess  facilities. 

MAINTENANCE  AND  REPAIR 

Senator  McCain.  For  the  past  several  years  the  backlog  of  maintenance  and  re- 
pair of  Active  duty  and  Reserve  facilities  has  continued  to  grow.  In  fact,  despite  the 
Active  Navy's  $91  million  increase  in  the  Real  Property  Maintenance  account  from 
fiscal  year  1995  to  fiscal  year  1996,  the  Backlog  of  Maintenance  and  Repair  (BMAR) 
is  projected  to  grow  to  nearly  $2  billion  by  the  end  of  fiscal  year  1996.  What  input, 
if  any,  has  the  Department  of  the  Navy  given  to  DOD  in  terms  of  developing  a  new 
method  for  determining  and  verifying  backlog  estimates? 

Mr.  PiRIE.  Our  critical  backlog  of  maintenance  and  repair  has  grown  over  the  past 
several  years  as  there  was  not  sufficient  funds  available  for  real  property  mainte- 
nance (RPM)  to  offset  the  deterioration  of  Navy  facilities.  In  recognition  of  the  ad- 
verse impacts  of  deteriorated  facilities  on  installation  readiness  and  support,  we 
made  \l  conscious  decision  to  request  increased  RPM  funding  and  bring  backlog 
growthr  under  control.  With  this  increase,  the  projected  Active  and  Reserve  critical 
backlog  growth  from  fiscal  year  19  to  fiscal  year  19  is  actually  less  than  the  rate 
of  inflation. 

Over  the  past  20  years,  the  backlog  of  maintenance  and  repair  reported  has  been 
based  on  actual  "fence  to  fence"  field  inspections  of  facilities.  Deficiencies  for  which 
funds  were  not  available  are  reported  each  year  by  each  activity  in  the  Annual  In- 
spection Summary  (ASS),  and  are  further  divided  into  those  which  are  considered 
"critical"  and  "deferrable."  The  Department  of  the  Navy  has  been  a  full  participant 
with  DOD  and  the  other  services  in  the  development  of  the  Condition  Assessment 
Survey  (CAS).  Similar  to  the  existing  ASS,  the  CAS  is  based  on  actual  field  insjjec- 
tions.  Navy  installations  in  Norfolk  and  San  Diego  have  been  among  the  bases  at 
which  the  CAS  has  been  developed  and  tested.  Given  the  Navy's  experience  over  the 
past  20  years  as  the  only  service  which  has  performed  actual  facility  inspections, 
the  Navy  has  volunteered  to  become  the  DOD  executive  agent  for  the  continuing  de- 
velopment of  the  CAS.  We  plan  to  incorporate  the  automated  inspection,  estimating, 
and  maintenance  planning  systems  into  the  existing  facility  insp)ection  and  long 
range  maintenance  planning  programs. 

ENVIRONMENTAL  PROJECTS 

Senator  McCain.  Over  the  list  several  years,  funding  for  environmental  MILCON 
compliance  projects  has  varied  greatly  from  year  to  year.  Is  the  level  of  funding 
driven  by  the  need  to  correct  Level  I  environmental  problems  and  satisfy  regulators 
rather  than  establishing  a  baseline  approach?  What  effect  do  these  inconsistencies 
cause  in  long-term  construction  planning? 

Mr.  PiRIE.  Level  I  (or  Class  I)  environmental  projects  are  those  that  correct  an 
existing  non-compliance  situation.  Class  II  projects  are  those  that  address  compli- 
ance problems  that  will  occur  in  the  near  future  if  nothing  is  done.  The  Navy  in- 
cludes Class  I  projects  in  the  next  available  budget  as  soon  as  the  requirement  be- 
comes known.  When  fund  levels  permit.  Class  II  projects  are  included  as  well.  How- 
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ever,  as  the  funding  levels  for  Military  Construction,  Navy  (MCON)  are  reduced,  we 
can  often  only  accommodate  the  Class  I  projects  in  any  given  year.  Fortunately, 
most  of  the  large  environmental  compliance  MCON  projects  have  already  been  ap- 
proved or  are  in  the  current  budget  request.  These  projects  include  oily  waste  collec- 
tion systems,  wastewater  treatment  plants,  and  hazardous  materials  warehouses. 
We  expect  funding  requirements  over  the  next  6  years  to  level  off  and  to  begin  to 
drop.  The  Department  of  the  Navy  does  have  a  consistent  policy  of  funding  all  Class 
I  and  Class  11  projects  as  they  are  required.  The  funding  levels  vary  depending  on 
the  number  of  projects  and  when  they  are  needed. 

NAPLES 

Senator  McCain.  In  January,  1995  the  Navy  requested  authority  to  lease  500 
units  of  family  housing  in  Naples,  Italy.  What  is  the  current  status  of  that  request? 

Mr.  PiRIE.  The  procurement  efTort  for  the  Naples  Support  Complex  Giousing  units 
and  schools)  has  progressed  to  the  point  where  award  of  the  first  phase  (500  units 
and  schools)  of  a  consolidated  Support  Site  is  awaiting  congi^essional  concurrence. 
Notification  of  the  Navy's  intention  to  award  was  provided  to  Congress  on  January 
13,  1995  (Acquisition  Report  No.  0-51).  The  Military  Construction  Subcommittee  of 
the  House  Appropriations  Committee  has  requested  the  Navy  to  hold  up  award 
until  further  notified  by  the  connmittee.  Subsequently  the  Surveys  &  Investigations 
staff  of  the  House  Committee  on  Appropriations  was  asked  to  provide  additional  in-  - 
formation  to  the  subcommittee  regarding  the  Navy's  plans. 

Senator  McCain.  Describe  the  current  housing  situation  in  Naples  and  the  need 
for  housing  in  the  Naples  area? 

Mr.  PiRIE.  The  poor  conditions  experienced  by  service  members  and  their  families 
while  in  Naples  are  of  great  concern.  There  are  no  Navy-owned  housing  units  in 
Naples.  The  Navy  currently  controls,  via  leasing,  approximately  800  family  housing 
units  located  at  15  different  locations  in  the  Naples  area.  Approximately  850  hous- 
ing units  are  leased  directly  by  service  members.  Many  of  the  leased  housing  units, 
including  both  Navy-leased  units  and  occupant-leased  units,  require  replacement. 
The  majority  of  housing  units  leased  by  the  Navy  are  concentrated  in  eight-story 
high-rise  buildings  (the  Towers)  at  Pinetamare.  "The  remaining  Navy-leased  units, 
and  service  member-leased  units,  are  situated  in  scattered  and  geographically  dis- 
tant locations.  The  Towers  units  and  many  of  the  other  units  do  not  meet  U.S.  seis- 
mic, fire  protection  or  life  safety  codes.  Tne  scattered  nature  of  the  units  deprives 
families  of  ready  access  to  support  facilities  and  degrades  the  sense  of  community 
important  in  overseas  locations.  Occupants  are  ollen  subject  to  inadequate  utilities 
(including  periodic  loss  of  potable  water),  high  move-in  costs  and  transportation 
problems.  Burglaries  and  automobile  thefts  cause  great  concern  about  the  lack  of 
security  in  some  areas.  The  absence  of  on  site  outdoor  recreational  facilities  for  chil- 
dren aggravates  security  concerns  for  young  families.  These  deficiencies  are  particu- 
larly pronounced  in  many  of  the  lower  cost  service  member-leased  units. 

Housing  is  the  Navy's  premier  Quality  of  Life  (QOL)  issue.  When  the  QOL  stand- 
ards of  our  military  families  are  coiQpromised,  morale  is  impacted,  often  affecting 
retention  of  qualified  personnel  and  the  readiness  of  a  quality  Navy  of  the  future. 
The  current  QOL  situation  in  Naples  is  unacceptable  and  necessitates  replacement 
of  the  majority  of  the  existing  Navy-leased  units  with  units  meeting  current  seismic, 
fire  protection  and  life  safety  standards  and  providing  an  acceptable  QOL  for  occu- 
pants. 

The  long-term  total  reliance  upon  the  local  economy  for  replacement  units  and  re- 
lated support  facilities  is  not  feasible.  Sufficient  numbers  of  private  units  meeting 
minimum  DOD  housing  standards  and  providing  a  minimally  acceptable  Quality  of 
Life  do  not  exist.  Such  units  do  exist  are  available  in  small  numbers  and  are  located 
in  isolated  enclaves  without  any  possibility  of  expansion  or  the  provision  of  rec- 
reational or  support  facilities. 

SAN  DIEGO  NUCLEAR  PORT 

Senator  McCaIN.  The  Navy's  MILCON  request  includes  $170  million  for  mission 
support  construction,  58  percent  of  which  is  for  two  projects  to  build  a  new  nuclear 
aircraft  homepwrt  in  San  Diego.  In  these  periods  of  constrained  construction  fund- 
ing, why  is  the  Navy  dedicating  huge  sums  of  money  to  this  project? 

Mr.  PiRIE.  Military  construction  proiect  P-700  (CVN  WharO  is  programmed  for 
fiscal  year  1996  to  provide  a  Mmtte-class  carrier  berth  in  San  Diego  in  the  time 
frame  to  support  the  arrival  of  the  U.S.S  John  C,  Stennis  (CVN-74)  scheduled  for 
August  1998.  The  currently  available  berths  at  North  Island  do  not  have  the  nec- 
essary water  depth  or  utilities  to  support  the  homeport  birthing  of  a  Nimitz-claas 
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carrier.  Fiscal  year  1995  military  construction  project  P-549  will  dredge  the  CVN 
wharf  and  turning  basin  to  the  required  depth  oi  water. 

•  NimiU-cleiSS  carriers  are  larger,  have  a  greater  displacenient  and  a  deeper  draft 
than  conventionally-powered  carriers,  and  therefore  require  a  deeper  home  port 
berth.  Additionally,  tne  larger  Mmi/lz-class  carriers  have  greater  pierside  demands 
for  electrical  shore  power,  steam,  water,  sewage  and  compressed  air  than  conven- 
tionally-powered carriers. 

•  The  Navy  plans  to  homeport  one  M'mtte-class  carriers  (CVNs)  at  NAS  North 
Island.  The  two  older  conventionally  powered  carriers  (CVs)  currently  homeported 
at  NAS  North  Island  will  be  replaced  by  newer  Mmt^z-class  carriers  (CVNs).  In  the 
future,  it  is  likely  that  San  Diego  will  be  considered  a  reasonable  homeport  for  those 
replacement  carriers. 

•  The  construction  of  P-700  will  take  approximately  2  years.  Therefore,  the  fund- 
ing is  required  in  flscal  year  1996  to  allow  the  completion  of  the  wharf  as  well  as 
other  projects  in  time  for  the  arrival  of  the  U.S.S.  John  C.  Stennis  (CVN-74)  in 
1998. 

•  Maintenance  facilities,  P-701,  P-702,  and  P-703  listed  below,  are  planned  for 
NAS  North  Island  to  support  maintenance  on  Nimitz-clasa  carrier  nuclear  propul- 
sion plants.  These  facilities  do  not  currently  exist  in  the  San  Diego  homeport  area. 
Conducting  maintenance  availabilities  within  the  carriers  homeport  area  is  nec- 
essary to  minimize  permanent  change  of  station  costs  and  to  mamtain  the  quality 
of  life  of  shipboard  naval  personnel. 

Senator  McCain.  What  is  the  total  program  cost  of  the  San  Diego  nuclear  carrier 
home  porting? 

Mr.  PiRIE.  The  total  construction  cost  is  $267.7  million.  The  military  construction 
projects  associated  with  the  Mmt7z-class  homeporting  are  as  follows: 

Dollars 
in  millions 

P-549  Dredge  Turning  Basin  $18.8 

P-700  CVN  Wharf— Biase  1 56.7 

P-706  Dredge  Channel— Phase  1  25.0 

P-706A  Dredge  Channel— Phase  2  28.0 

P-700A  CVN  Wharf— Phase  2  54.8 

P-701  Controlled  Industrial  Facility 42.5 

P-702  Ship  Maintenance  Facility 26.6 

P-703  Maintenance  Support  Facility  15.3 

Total $267.7 

Senator  McCain.  Does  the  Navy  have  all  appropriate  permits  and  environmental 
clearances  for  this  project? 

Mr.  PiRIE.  The  existing  quaywall  location  L/M  and  the  two  additional  locations  se- 
lected for  upgrading  are  acceptable  for  Nimite-class  aircraft  carriers.  An  environ- 
mental impact  statement  (EL^  is  required  to  homeport  CVNs  at  Naval  Air  Station 
North  Island.  A  draft  EIS  has  been  prepared.  Public  hearings  on  the  EIS  are  sched- 
uled for  June  1995  with  the  record  of  decision  anticipated  in  December  1995.  The 
environmental  permits  required  for  the  CVN  wharf,  dredging  the  turning  basin  and 
channels,  and  the  Depot  Maintenance  Facility  are  integrated  into  the  project  sched- 
ule and  will  be  obtained  in  accordance  with  applicable  regulations. 

UNSPECIFIED  MINOR  CONSTRUCTION 

Senator  McCain.  Both  the  House  and  Senate  in  report  language  directed  the  use 
of  unspecified  minor  construction  funds  for  various  projects.  How  many  projects 
were  directed  for  fiscal  year  1995?  What  was  the  funding  requirement  for  these 
projects? 

Mr.  PiRIE.  Congressional  report  language  directed  the  execution  of  seven  projects 
as  Unspecified  Minor  Construction  (UMC)  for  fiscal  year  1995.  The  seven  projects 
are: 

(Odlan  in  millions] 


Activity 

FCTC  Dam  Neck,  VA 

NAB  Little  Creek,  VA  

NAS  Oceana,  VA  

MCLB  Albany,  GA  

MCLB  Albany.  GA 


Description  Cost 

Magazine  $1.12 

Ordnance  Operations 0.50 

Approach  Lighting  1.50 

Separate  Gas  Mam  0.52 

Alternate  Railroad 0.84 
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IDollan  in  millions] 

Activity 

Description 

Cost 

NAS  Fallon.  CA  

NAS  Fallon,  CA 

Dining  Hall  Expansion 

Child  Development  Center  

0.80 
1.40 

Senator  McCain.  What  percent  of  the  total  unspecified  minor  construction  author- 
ization was  dedicated  to  these  projects? 

Mr.  PiRIE.  None  of  the  $7.0  million  funding  authorized  for  the  UMC  program  for 
fiscal  year  1995  was  utilized  for  the  congressionally-directed  projects  listed  above. 
The  Unspecified  Minor  Construction  authority  and  appropriations  are  used  by  the 
Secretary  of  the  Navy  to  fund  urgent,  executable  projects  that  cannot  wait  until  the 
next  available  re^lar  Military  Construction,  Navy  (MCON)  program  year.  These 
projects  are  subnutted  by  the  Major  Claimants  (e.g.  U.S.  Atlantic  Fleet)  to  the  Chief 
of  Naval  Operations  MCON  staff  for  funding  consideration. 

The  five  Navy  projects  listed  above  are  not  high  priority  Major  Claimant  projects 
and  are  not  considered  urgent  by  CNO.  The  Pacific  Fleet's  latest  MCON  funding 

f)lan  has  the  Fallon  Dining-Hall  proiect  listed  for  fiscal  year  2001  and  it  does  not 
ist  the  Fallon  Child  Development  Center  at  all.  The  Atlantic  Fleet  has  requested 
fiscal  year  2001  funding  for  the  Oceana  Approach  Lighting  and  has  not  requested 
funding  through  2001  for  a  Little  Creek  Operations  Building  costing  $500,000.  The 
Dam  Neck  Magazine  is  a  valid,  although  not  urgent,  project  that  is  currently  in  the 
fiscal  year  1998  MCON  program.  The  two  Albany  projects  were  submitted  by  the 
Marine  Corps  for  UMC  funding  but  neither  are  executable  in  fiscal  year  1995.  Both 
are  being  considered  for  funding  in  fiscal  year  1996. 

The  projects  currently  supported  in  the  fiscal  year  1995  UMC  program  all  meet 
the  criteria  of:  (1)  having  operational  or  compliance  urgency;  (2)  being  executable 
in  fiscal  year  1995;  (3)  not  being  deferrable  until  the  next  regular  MCON  program; 
and  (4)  having  strong  Major  Claimant  support. 

DOLLAR  DEVALUATION 

Senator  McCain.  What  impact  will  the  dollar  devaluation  have  on  current  over- 
seas construction  programs? 

Mr.  PiRIE.  Due  to  the  method  utilized  to  account  for  currency  fluctuations  for 
overseas  programs,  the  Department  of  the  Navy  expects  minimum  impacts  to  the 
fiscal  year  1995  military  construction  overseas  programs.  Impacts  to  the  fiscal  year 
1996  military  construction  overseas  program  will  be  assessed  at  the  beginning  of  fis- 
cal year  1996. 

Senator  McCain.  What  are  the  plans  to  correct  this  impact? 

Mr.  PiRlE.  There  are  no  plans  to  correct  for  any  potential  losses  due  to  currency 
fluctuations  in  fiscal  year  1995  due  to  the  minimum  impacts  expected. 

CONGRESSIONAL  REPORTING  REQUIREMENTS 

Senator  McCain.  What  congressionally  mandated  Military  Construction  reporting 
requirements  do  you  consider  as  no  longer  necessary?  Please  explain. 

Mr.  PIRIE.  Subtitle  C  of  Title  DC  of  the  Fiscal  Year  1996  DOD  Authorization  bill 
submitted  to  Congress  includes  provisions  that  would  eliminate  several  congression- 
ally mandated  Military  Construction  reporting  requirements  that  are  applicable  to 
family  housing  that  are  no  longer  necessary.  The  provisions  applicable  to  family 
housing  are:  Section  921(q) — Real  Property  Transactions:  Reports  to  Congressional 
Committees;  Section  921(w) — Architectural  and  Engineering  Services  and  Construc- 
tion Design;  Section  921(y) — Improvements  to  Family  Housing  Units;  Section 
921(z) — Relocation  of  Military  Family  Housing  Units;  and.  Section  92 l(aa)— Annual 
Report  to  Congress  with  Respect  to  Military  Construction  Activities  and  Military 
Family  Housing  Activities.  These  reporting  requirements  are  unnecessary  and 
should  be  terminated.  The  above  provisions  and  an  explanation  of  each  follow. 
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1  ^)Sa£CTZOAcQUisrnoNRiTaiTsraitCsiTAiNPio(BL04S.->-Seaiool27oftfae)'l>aaBaI 

2  DefmttAmhORZstkm  Act  far  Fiscal  Ye>al9U  sad  1989  00  U.S^  2432  oatc)  is  tcpeilAd. 

3  -  (o)COR£  Logistics  FoNciiamWAivEJL — Sacdoa  2464(b)  oftitle  10.  UzntedS^oa  Code, 

4  isameadedbxsaildnsoutpizagraphs(3)szid(4). 

5  ^)lMP1tOVEDhUTIONALDEnNSECO>miOtOPT£CHNOLOaYDlVEXSai<S 

6  OVEXSEAS. — Secdon  2537  of  tide  10,  United  Stsxes  Qxk,  is  tmnadrd — 

7  (l)bystri]dagoataibseaiaa(b);sod 

g  C2)  by  icdesigaating  subseoions  (c)  tod  (d)  ss  submoinni  (b)  md  (c)  tespeetiveiy. 

9  ^  (q)  Real  PROPERTY  Tjunsacttoms:  Retorts  to  Conouessiokal  Committees. —  Secdoa 

10  2662  of  title  10,  United  States  Code,  is  repealed. 

1 1  (r)  ActjusmoN:  Iktexests  m  Land  When  Need  Is  Urgent. — Sfction  2fi72ji(b)  of  tide  10, 

12  United  Sutes  Code,  is  MPcndfrl  by  soikins  out  the  following  scmimrr  The  Secieiiry  of  s 

13  militsTN-  department  comeznpbnng  acnon  under  this  secdon  dull  provide  nodcc,  in  writing,  to 

14  the  Committees  on  Anned  Services  of  the  Senate  and  House  of  Repesestadves  at  kast  30  days 

15  in  advance  of  any  acdon  being  takeaL*. 

16  (5)  Operations  of  Department  of  Defense  Overseas  MaJTAxy  FAOLrTV  Investments 

17  Recovery  Account. — ^Secdoo  2921  of  the  Nadoaal  Defense  Amborizztion  Act  for  Fiscal  Year 

18  1991  (1 0  U.S.C  2687  oote)  is  azsended  by  striking  ont  subsecdon  (f). 

1 9  (t)  Envtronmenta;.  Restoration  Reouiremooi  at  Mojtary  Installations  to  Be 

20  Closed. — Section  334(c)  of  the  Nadooal  Defease  Authorizidoa  Act  Sar  Fiscal  Yeazs  1 992  and 

21  1993  (10  U.S.C  2687  note)  is  amended— 

22  (1)  by  striking  out  paragraph  (2);  and 
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1  C2)b7nde&gDstincpangnpta(3)ispBignph(2). 

2  (u)Ehrvi]u3NMENTALRE5iounoN  Cons  rcAlhSTjajAnoN  TO  Be  Closed 

3  -  BAgCt.0Si.7gFT  *w. — Sacnott2C7qftfaBK«doMlDefiHM«Aiill>jiLMlIooActferFucilYeiri 

4  1992  Bid  1993  (10  U^C26S7  note)  uimouicdbrstnkiiig  oat  sd»Ktion(b). 

5  (v)  Fuel  SouRczs  FOR  Heatinc  Systems;  PROHiBinaN  ON  CaKVEKnh4o  Certain  HEATD40 

6  FaOUTTES. — Secnoa  2690(b)  of  title  10.  UniudStzies  Code,  i<«a»a(kd  to  icadn  follows: 

7  *(b)  The  Secretsry  of  m  military  dqunnussnuqr  sot  eoovat  a  heating  &dlhy  It  BUonai 
t  States  miliiary  insTBJlnrion  in  Europe  Scam  «  coal-&red  facility  to  lo  oil-fired  faciliiy.  or  to 

9  my  other  enei^sy  source  fkrHity,  unles  the  Seaetny  detennises  that  ibt  eonveisioa  (A)  is 

10  required  by  the  govennnent  of  the  countxy  in  wiiich  die  facility  ii  located,  ar  (B)  is  cost 

1 1  effective  over  the  life  cycle  of  the  facility.'. 

12  ^        ( w)  ajuxitectdral  ano  Encineesinc  Services  and  Constrixtion  Design. — Section 

13  2807  oftitle  10,  United  States  Code,  is  amended — 

14  (I)  by  striking  o«  subsection  (b);  and 

15  (2)  by  redestgoatiag  niisactioos  (c)  and  (d)  ac  mhuiTkma  (b)  and  (c)  respectively. 

16  (x)  CONSTRiicnoN  Projects  for  Environmektai.  RESPOhtsc  actions. — Section  2S 1 0  of 

17  title  1 0.  United  States  Code,  is  imrnrirrt 

18  (1)  in  subsection  (a),  by  Striking  out  "Subjea  to  subsection  (b),  the*  and  inserting  in  Uea 

19  Ihexeof  "The"; 

20  (2)  by  soikint  out  subsection  (b):  and 

21  (3)  by  redesignaiing  sufasacxion  (e)  as  sufasecdon  (b). 

22  ,p4r       (y)lMPROVEMEKTSTOFAMiLYHousiNCUNns.— (I)Secxioo2S22(bXl)oftidelO.United 
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1  States  f"^_  u  ■nendttt— 

2  (A)  hf  stzildag  oitt  'Q*;  nd 

3  .      •      (B)  b^ssxkizig  out  "Qi)Bpaiodaf21ds]rBdspKsafter^d«8  OB  which  the 

4  Ciniiiiiin***  "n  Anr**^  S*pnr^t  wyf  Th** ^" iiii»i ««  Ajijuhju itinwc  wf  rti«  s*««t»  tt^  r^f 

5  ih*  H'T'i**  wT  Kgjwi^<giiLimMg-i  Teegiiw  a  tuitiae  finm  men  ?><-i-fJiu^  af  tiie  jiiu|Mi«ea  ^amnirr^ 

6  together  with  m  t^-r^rinmir  aoilysb  demoiisBxtiaf  tiut  the  jntftartaeai  wiU  be  cos 

7  efCieeiive.*iBdinseitia{iniiett^iereofapeiiod. 

8  (2)  Sccdoa2S25(cXl)oftule  10,  United  Stats  Code,  is  ameofled — 

9  (A)  in  gibpgagnph  (A),  by  jaianng  *«ad"  ifter  tfac  ymJBnifw; 

10  (B)  in  subpazagnph  (B).  by  nrildng  out  the  trmimlon  md  fausting  ia  lien  tixreof 

11  aperiod:ind 

12  (C)  by  SBildiig  out  subpan^nphs  (Q  nd  (D). 

13  (z)  Relocation  of  Miijtaxy  FAMn.Y  Housma  UNtrs^-Secsiaa  2X27  of  title  10,  Umted 

14  States  Code,  is  amended  by  striking  out  *(a)*  and  subsection  (b). 

1S,^T^         (aa)  AWNUAt.  RfPORT TO  CONGRESS  WITH  RgSygCTTO  MlUTAitY  COWCTtUCnON  AC'llvnUS 

16  AND  MtUTARY  Family  Housing  Acnvmss. — Sectiaa  2161  of  title  10,  United  States  Code,  is 

17  injftlnl 

1 8  (bb)  Energy  Sanoncs  at  Milttary  Installations. — Section  2865  of  tide  10,  United  States 

19  Code,  is  amended  by  striking  out  subsedian  (fV 

20  (ce)  Retorts  ON  P1UC£  AND  AVAlLABlLrrYESTlMATB.--Seci)OB  28  of  tbeAsBsBqxat 

21  Control  Act  (22  U.S.C.  2768)  is  repealed. 

22  (dd)A>MUALR£raRT  ON  THE  Status  OF  THE  ExfRosE  or  THE  Rights  AND  Responsibilities 
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This  reporting  retirement  is  8  years  old — is  no  longer  required  and  should  be  de- 
leted. Public  Law  100-320  and  0MB  Circular  A-76  provides  proper  safeguards  for 
contract  conversions. 

Subsection  (p) — Improved  National  Defense  Control  of  Technology  Diver- 
sions Overseas. — Section  2537  of  title  10  requires  the  Secretary  of  Defense  and  the 
Secretary  of  Energy  to  each  collect  and  maintain  a  data  base  containing  a  list  of, 
and  other  pertinent  information  on,  all  contractors  with  the  Department  of  Defense 
and  the  Department  of  Energy,  respectively,  that  are  controlled  by  foreign  persons. 
The  data  base  shall  contain  information  on  such  contractors  for  1988  and  thereafter 
in  all  cases  where  they  are  awarded  contracts  exceeding  $100,000  in  any  single  year 
by  the  Department  of  Defense  or  the  Department  of  Energy.  The  Secretary  of  De- 
fense, the  Secretary  of  Energy,  and  the  Secretary  of  Commerce  shall  submit  to  Con- 
gress, by  Mareh  31  of  each  year,  beginning  in  1994,  a  report  containing  a  summary 
and  analysis  of  the  information  collected  for  the  year  covered  by  the  report.  The  re- 
port shall  include  an  analysis  of  accumulated  foreign  ownership  of  U.S.  firms  en- 
gaged in  the  development  of  defense  critical  technologies. 

Based  on  the  fact  that  there  are  currently  no  existing  data  bases  to  identify  which 
contractors  are  foreign  controlled  and  the  amount  of  additional  work  this  require- 
ment will  place  on  contractors  and  the  Department  of  Defense,  recommend  termi- 
nation of  the  reporting  requirement. 

Subsection  (q) — Real  Property  Transactions:  Reports  to  Congressional 
Committees. — Section  2662  of  title  10  covers  three  reporting  requirements  for  the 
Secretary  of  Defense.  The  first  reporting  requirement  requires  that  the  Secretary  of 
a  military  department,  or  his  designee,  may  not  enter  into  any  of  the  following  list- 
ed transactions  by  or  for  the  use  of  that  department  until  after  the  expiration  of 
30  days  from  the  date  upon  which  a  report  of  the  facts  concerning  the  proposed 
transttction  is  submitted  to  the  Committees  on  Armed  Services  of  the  Senate  and 
the  House  of  Representatives:  (1)  an  acquisition  of  fee  title  to  any  real  property,  if 
the  estimated  price  is  more  than  $200,000;  (2)  a  lease  of  any  real  property  to  the 
United  States,  if  the  estimated  annual  rental  is  more  than  $200,000;  (3)  a  lease  or 
license  of  real  property  owned  by  the  Unites  States,  if  the  estimated  annual  fair 
market  rental  value  of  the  property  is  more  than  $200,000;  (4)  a  transfer  of  real 
property  owned  by  the  Unites  States  to  another  Federal  agency  or  another  military 
department  or  to  a  State,  if  the  estimated  value  is  more  than  $200,000;  (5)  a  report 
of  excess  real  property  owned  by  the  United  States  to  a  disposal  agency,  if  the  esti- 
mated value  is  more  than  $200,000;  and  (6)  any  termination  or  modification  by  ei- 
ther the  grantor  or  grantee  of  an  existing  license  or  permit  of  real  property  owned 
by  the  United  States  to  a  military  department,  under  which  substantial  investments 
have  been  or  are  proposed  to  be  made  in  connection  with  the  use  of  the  property 
by  the  military  department. 

The  second  reporting  requirement  requires  that  the  Secretary  of  each  military  de- 
partment shall  report  annually  to  the  Committees  on  Armed  Services  of  the  Senate 
and  the  House  of  Representatives  on  transactions  described  above  that  involve  an 
estimated  value  of  more  than  the  small  purchaser  threshold  under  section  2304(g) 
of  title  10  but  not  more  than  $200,000. 

The  third  and  final  reporting  requirement  for  this  section  requires  that  no  ele- 
ment of  Department  of  Defense  shall  occupy  any  general  purpose  space  leased  for 
it  by  the  General  Services  Administration  at  an  annual  rental  in  excess  of  $200,000 
(excluding  the  cost  of  utilities  and  other  operation  and  maintenance  services),  if  the 
eflect  of  such  occupancy  is  to  increase  the  total  amount  of  such  leased  space  occu- 
pied by  all  elements  of  Department  of  Defense  until  the  expiration  of  30  days  from 
the  date  upon  which  a  report  of  the  facts  concerning  the  proposed  occupancy  is  sub- 
mitted to  the  Committees  on  Armed  Services  of  the  Senate  and  the  House  of  Rep- 
resentatives. 

All  three  of  these  reporting  requirements  should  be  deleted  based  on  the  fact  that 
these  reports  are  incompatible  with  efficient  management  (threshold  of  $200,(X)0  is 
.(X)001  percent  of  proposed  fiscal  year  1995  budget)  and  unnecessary.  This  section 
is  not  an  authority  for  the  transaction  so,  any  action  must  meet  another  statute's 
requirements. 

Subsection  (r) — Acquisition:  Interests  in  Land  When  Need  Is  Urgent. — Sec- 
tion 2672a(b)  states  that  the  Secretary  of  a  military  department  may  acquire  any 
interest  in  land  that — (1)  he  or  his  designee  determines  is  needed  in  the  interest 
of  national  defense — (2)  is  required  to  maintain  the  operational  integrity  of  a 
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The  language  directing  the  use  of  the  least  life  cycle  cost  fiiel  should  be  retained. 
Since  conversions  from  coal  will  be  done  only  if  they  meet  the  least  life  cycle  cost 
requirement,  congressional  notification  should  not  be  required. 

Subsection  (w) — ^Architectural  Ennneerin^  S»ervice8  and  Construction 
Design. — Section  2807  of  title  10  states  tnat  within  amounts  appropriated  for  mili- 
tary construction  and  military  family  housing,  the  Secretary  of  tne  service  concerned 
may  obtain  architectural  and  engineering  services  and  may  carry  out  construction 
design  in  connection  with  military  construction  projects  and  family  housing  projects. 
Amount  available  for  such  purposes  may  be  used  for  construction  management  of 
projects  that  are  ftinded  by  foreign  governments  directly  or  through  international 
organizations  and  for  which  elements  of  the  Armed  Forces  of  the  United  States  are 
the  primary  user.  In  the  case  of  architectural  and  engineering  services  and  construc- 
tion design  to  be  undertaken  for  which  the  estimated  cost  exceeds  $300,000,  the  Sec- 
retary concerned  shall  notify  the  appropriate  committees  of  Congress  of  the  scope 
of  the  proposed  project  and  the  estimated  cost  of  such  services  not  less  than  21  days 
before  the  initial  obligation  of  fund  for  such  services. 

This  reporting  requirement  should  be  deleted  based  on  the  fact  that  design  and 
project  fees  have  since  enactment  of  this  requirement  and  so  the  notice  is  required 
for  too  many  projects.  The  notification  process  delays  execution  and  should  be  de- 
leted. 

Subsection  (x) — Construction  Projects  for  Environment  Response  Ac- 
tions.— Section  2810  of  title  10  states  that  the  Secretary  of  Defense  may  carry  out 
a  military  construction  project  not  otherwise  authorized  by  law  (or  may  authorize 
the  Secretary  of  a  military  department  to  carry  out  such  a  project)  if  the  Secretary 
of  Defense  determines  that  the  project  is  necessary  to  carry  out  a  response  action 
under  the  Comprehensive  Environmental  Response,  Compensation,  and  Liability 
Act.  When  a  decision  is  made  to  carry  out  a  military  construction  project,  the  Sec- 
retary of  Defense  shall  submit  a  report,  in  writing,  to  the  appropriate  committees 
of  Congress  on  that  decision.  Each  report  shall  include  the  justification  for  the 
project  and  the  current  estimate  of  the  cost  of  the  project;  and  the  justification  for 
carrying  out  the  project. 

Environmental  cleanup  requirements  are  contained  in  the  annual  Department  of 
Defense  budget  justification  material  provided  with  the  Department  of  Defense 
budget  each  year.  Cleanup  requirements  are  identified  in  the  DERP  annual  report 
to  Congress  required  by  Public  Law  103-160.  The  reporting  requirement  shoula  be 
terminated. 

Subsection  (y) — Improvements  to  Family  Housing  Units. — Section 
2825(bXl)  and  section  2825(cXl)  of  title  10  outlines  two  reporting  requirements.  The 
first  requirement  states  that  funds  may  not  be  expended  for  the  improvement  of  any 
single  family  housing  unit,  or  for  the  improvement  of  two  or  more  housing  units 
that  are  to  be  converted  into  or  are  to  be  used  as  a  single  family  housing  unit,  if 
the  cost  per  unit  of  such  improvement  will  exceed  (a)  $50,000  multiplied  by  the  area 
of  construction  cost  index  as  developed  by  the  Department  of  Defense  for  the  loca- 
tion concerned  at  the  time  of  contract  award,  or  (b)  in  the  case  of  improvements  nec- 
essary to  make  the  unit  suitable  for  habitation  by  a  handicapped  person,  $60,000 
multiplied  by  such  index.  The  Secretary  concerned  may  waive  the  limitations  if  such 
Secretary  determines  that,  considering  the  useful  life  of  the  structure  to  be  im- 
proved and  the  useful  life  of  a  newly  constructed  unit  the  improvement  will  be  cost 
effective,  and  a  period  of  21  days  elapses  after  the  date  on  which  the  Committees 
on  Appropriations  of  the  Senate  and  oi  the  House  of  Representatives  receive  a  notice 
from  tne  Secretary  of  the  proposed  waiver  together  with  the  economic  analysis  dem- 
onstrating that  the  improvement  will  be  cost  effective. 

The  second  reporting  requirement  states  that  the  Secretary  concerned  may  con- 
struct replacement  military  family  housing  units  in  lieu  of  improving  existing  mili- 
tary family  housing  units  if  (a)  the  improvement  of  the  existing  housing  units  has 
been  authorized  by  law;  (b)  the  Secretary  determines  that  the  improvement  project 
is  no  longer  cost-effective  after  review  of  post-design  or  bid  cost  estimates;  (c)  the 
Secretary  submits  to  the  Committees  on  Armed  Forces  and  Appropriations  of  the 
Senate  and  the  House  of  Representatives  a  notice  containing  (i)  an  economic  analy- 
sis demonstrating  that  the  improvement  project  would  exceed  70  percent  of  the  cost 
of  constructing  replacement  nousing  units  intended  for  members  of  the  Armed 
Forces  in  the  same  pay  grade  or  grades  as  the  members  who  occupy  the  existing 
housing  units  and  (ii)  the  replacement  housing  units  are  intended  for  members  oT 
the  Armed  Forces  in  a  different  pay  grade  or  grades,  justification  of  the  need  for 
the  replacement  housing  units  based  upon  the  long-term  requirements  of  the  Armed 
Forces  in  the  location  concerned. 


443 

Both  reports  should  be  terminated  and  replaced  by  internal  reports.  The  reporting 
requirements  are  unnecessary. 

Subsection  (z) — Relocation  of  Military  Family  Housinjg  Units. — Section 
2827  of  title  10  states  that  the  Secretary  concerned  may  relocate  existing  military 
family  housing  units  from  any  location  where  such  units  exceeds  requirements  for 
military  fami5'  housing  to  any  military  installation  where  there  is  a  shortage.  A 
contract  to  carry  out  a  relocation  of  military  family  housing  units  may  not  be  award- 
ed until  (1)  the  Secretary  concerned  notifies  Congress  of  the  proposed  new  locations 
of  the  housing  units  to  be  relocated  and  the  estimated  cost  of  and  source  of  funds 
for  the  relocation,  and  (2)  a  period  of  21  days  has  elapsed  afler  the  notification  has 
been  received  by  the  committees. 

The  report  is  unnecessary.  It  should  be  terminated  and  replaced  by  a  Department 
of  Defense  report  for  management  if  needed  for  management. 

Subsection  (aa) — Annual  Report  to  Congress  with  Respect  to  Military 
Construction  Activities  and  Military  Fanuly  Housing  Activities. — Section 
2861  of  title  10  requires  the  Secretary  of  Defense  to  submit  a  report  to  the  Appro- 
priate Committees  of  Congress  each  year  with  respect  to  military  construction  and 
military  family  housing  activities.  Each  report  shall  be  submitted  at  the  same  time 
that  the  annual  request  for  military  construction  authorization  is  submitted  for  that 
year.  Otherwise,  information  to  be  provided  in  the  report  shall  be  provided  for  the 
two  most  recent  fiscal  years  and  for  the  fiscal  year  for  which  the  budget  request 
is  made. 

This  reporting  requirement  should  be  terminated.  The  data  supplied  by  this  re- 
port can  be  furnished  by  the  service  concerned  on  an  as  needed  basis. 

Subsection  (bb) — Energy  Savings  at  Military  Installations.^^ection  2865  of 
title  10  requires  the  Secretary  of  Defense  to  designate  an  energy  performance  goal 
for  the  Department  of  Defense  for  the  years  1991  through  2000.  To  achieve  the  goal 


[Prepared  questions  submitted  to  Paul  W.  Johnson,  by  Senator 
McCain  prior  to  the  hearing  with  answers  supplied  follow:! 

Department  of  the  Army, 
Office  of  the  Assistant  Secretary, 

Installations  and  Logistics, 

Washington.  DC.  May  8.  1995. 
Hon.  John  McCain,  Chairman. 
Subcommittee  on  Readiness. 
Committee  on  Armed  Services, 
U.S.  Senate. 
Washington.  DC. 

Dear  Mr.  Chairman:  On  May  2,  1995,  the  Subcommittee  on  Readiness  requested 
the  answers  to  questions  for  a  hearing  on  military  construction.  The  answers  re- 
quested for  Army  issues  are  attached. 
Sincerely, 

Paul  W.  Johnson, 
Deputy   Assistant    Secretary    of  the 
Army  (Installations  and  Housing) 
OASA  (l.L&E) 
Attachment. 

cc:  Hon.  John  Glenn,  Ranking  Democrat. 


QuEsrrioNs  and  Responses 
readiness  of  guard  and  reserves 

Senator  McCain.  It  seems  that  over  the  past  several  years  the  military  construc- 
tion budget  requests  have  shortchanged  the  Army  National  Guard  and  Army  Re- 
serve accounts  in  terms  of  funding  facility  requirements  that  support  weapons  con- 
versions and  additional  training  requirements. 

In  shifting  Active  duty  equipment  and  missions  to  the  Guard  and  Reserves,  is 
proper  consideration  given  to  the  ability  of  the  receiving  units  to  properly  house  and 
mamtain  this  equipment  and  train  for  these  new  responsibilities? 
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Mr.  Johnson.  Yes.  The  Army  National  Guard  and  Army  Reserve  have  identified 
equipment  storage,  maintenance  and  training  requirements  needed  for  these  new 
responsibilities  within  the  military  construction  program. 

Senator  McCain.  Do  facility  shortfalls  affect  the  readiness  of  our  Guard  and  Re- 
serve personnel  and  the  readiness  of  Guard  and  Reserve  equipment? 

Mr.  Johnson.  Yes.  Readiness  is  an  indicator  of  the  Army's  ability  to  prepare,  de- 

f»loy,  fight  and  win  under  any  scenario  and  within  any  timeframe.  Major  readiness 
actors  include  personnel,  training,  equipment,  supplies  and  facilities.  Maintenance, 
training  and  storage  facilities  impact  Army  National  Guard  and  Army  Reserve  read- 
iness. The  facilities  costs  include  construction,  improvements,  repair,  maintenance 
and  utilities  and  services.  Underfunding  of  construction,  repair  and  maintenance  on 
utilities  can  offset  readiness  by  not  providing  adequate  facilities. 

Both  the  Army  National  Guard  and  Army  Reserve  focus  their  limited  resources 
on  essential  facilities.  Their  missions  are  being  accomplished,  even  with  facility 
shortfalls.  Adequate  facilities  enhance  readiness.  Army  National  Guard  and  Army 
Reserve  soldiers  could  work  and  train  more  efficiently  and  effectively  if  their  have 
the  proper  facilities. 

FUTURE  BRAC 

Senator  McCain.  Does  General  Sullivan's  view  represent  the  view  of  the  Depart- 
ment of  the  Army  overall? 

Mr.  Johnson.  It  is  the  Army's  and  General  Sullivan's  position  that  the  Army  is 
not  retaining  excess  infrastructure  and  will  not  have  any  at  the  end  of  the  current 
round  (Secretary  West  and  General  Sullivan  so  testified  before  the  Defense  Base 
Closure  and  Realignment  Commission  on  March  7). 

Senator  McCain.  If  another  round  of  base  closures  were  to  occur,  when  should 
it  take  place  and  what  type  of  process  should  be  used? 

Mr.  Johnson.  It  may  be  appropriate  to  consider  another  BRAC  round  before  the 
"turn*  of  the  century.  The  current  process,  established  under  the  Defense  Base  Re- 
alignment and  Closure  Act  of  1990,  has  served  the  Army,  DOD  and  the  Nation  well. 

Senator  McCain.  What  consequence  would  the  Army  face  if  excess  capacity  were 
not  further  reduced  after  BRAC  1995? 

Mr.  Johnson.  The  Army  is  not  retaining  any  excess  infrastructure  and  will  not 
have  any  at  the  end  of  the  current  round.  The  Army  is  retaining  installations  which 
are  needed  to  meet  the  requirements  of  America's  Army  today  and  for  the  2l8t  cen- 
tury. It  may  be  necessary  ta  reduce  infrastructure  further  in  the  future  to  respond 
to  future,  unforeseen  demands. 

Senator  McCain.  Many  times  the  services  run  into  problems  executing  BRAC  de- 
cisions and  require  modifications  to  these  decisions.  If,  after  the  existing  base  clo- 
sure law  expires,  the  Army  requires  any  modifications  to  previous  BRAC  decisions, 
how  should  these  modifications  be  addressed? 

Mr.  Johnson.  Necessary  changes  to  previous  BRAC  decisions  can  be  addressed 
during  another  round  of  BRAC,  if  there  is  one.  The  Office  of  the  Secretary  of  De- 
fense is  now  looking  into  possible  recourses  if  there  is  no  future  BRAC  round.  The 
Army  does  not  have  any  specific  suggestions  at  the  present  time. 

Senator  McCaIN.  During  the  debate  on  the  Supplemental  Appropriations  bill,  it 
was  alleged  that  the  Department  of  Defense  had  almost  $1.0  billion  in  unobligated 
funds  in  the  Base  Closure  and  Realignments  Accounts.  Please  provide  the  amount 
of  unobligated  funding  for  each  account  as  of  March  1995. 

Mr.  Johnson.  Army  obligation  funding; 

(Dollan  in  millrons] 


Program 

ObliiatiMS 

Balance/Un- 
oblifsted 

BRAC  1 

1,298.8 

1,071.8 
746.6 
67.8 

222.0 

BRAC  91  

986.6 

240.0 

BRAC  93  

167.4 

99.6 

IMPROVING  QUALITY  OF  UFE 

Senator  McCain.  Secretary  Perry  has  focused  on  improving  the  quality  of  life  of 
our  military  personnel  and  has  committed  $6  billion  over  the  next  5  years  to  im- 
prove living  conditions.  What  is  the  Army's  financial  share  of  this  initiative  and 
what  specific  improvements  should  result  from  this  plan? 

Mr.  JOHNSON.  The  Army's  share  of  this  funding  initiative  is  as  followa: 
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[Dollan  m  millions] 


Fiscal  year 

1996 

1997 

1998 

1999 

1900 

Am 

UPH  

225 

185 

100 
100 

0 
100 

0 
100 

0 
0 

The  Army  is  awaiting  recommendations  from  the  Department  of  Defense  Quality 
of  Life  Task  Force,  chaired  by  the  Former  Secretary  oi  the  Army,  John  O.  Marsh, 
Jr.,  for  the  remaining  funds. 

La  flscal  year  1996,  the  Army  is  funding  maintenance  and  repair  of  existing  hous- 
ing at  the  expense  of  new  construction.  This  approach  prevents  additional  un- 
planned closures.  Last  year  the  Army  closed  over  1,300  family  housing  units  be- 
cause of  insufficient  maintenance  and  repair. 

The  Army  has  developed  a  plan  to  allocate  $250  million  per  year  on  barracks 
modernization  efforts  as  part  of  a  long-term  plan.  However,  it  seems  that  funding 
efforts  have  fallen  short  of  the  annual  goal. 

Senator  McCain.  Will  Secretary  Perry's  initiative  enable  the  Army  to  adequately 
fund  its  long-term  barracks  modernization  plan  at  $250  million  per  year  level? 

Mr.  Johnson.  No.  The  Army  has  strived  to  fund  barracks  modernization  at  the 
$250  million  level  but  has  been  unsuccessful  in  the  current  and  near-term  budget 
due  to  resource  constraints.  However,  barracks  modernization  is  currently  funded 
to  the  $250  million  level  in  fiscal  years  1999-2001. 

Senator  McCain.  It  seems  that  quality  of  life  goes  beyond  bricks  and  mortar.  Is 
the  Army  pursuing  any  other  quality  of  life  initiatives  or  programs — other  than  in- 
creasing the  funding  for  barracks  ad  family  housing  construction  and  renovations? 

Mr.  Johnson.  In  addition  to  housing  initiatives,  the  quality  of  life  equation  for 
soldiers  and  family  members  includes  additional  factors  such  as  adequate  pay  and 
compensation;  access  to  medical  and  dental  care;  commissaries;  affordable  child 
care;  youth  programs;  educational  services;  family  centers;  family  advocacy;  transi- 
tion and  relocation  assistance;  and  morale,  welfare  and  recreation  programs  among 
others. 

Additional  quality  of  life  initiatives  providing  top-level  visibility  for  soldier  and 
family  member  issues  and  concerns  are  the  Army  Family  Action  Plan  and  the  Bet- 
ter Opportunities  for  Single  Soldiers  Program. 

Senator  McCain.  To  what  extent  does  the  Army  consider  the  condition  and  stand- 
ards of  workplace  environments  as  of  its  definition  of  quality  of  life? 

Mr.  Johnson.  Although  not  typically  associated  with  the  definition  of  quality  of 
life,  workplace  conditions  and  standards  are  important  factors  for  a  volunteer,  pro- 
fessional Army  and  contribute  to  mission  readiness.  Essential  maintenance  and  re- 
pair of  these  facilities  is  necessary  for  protection  of  our  significant  investment. 

The  Dep£irtment  has  established  new  standards  for  enlisted  bachelor  quarter8-2 
sleeping  areas  sharing  a  common  bathroom  and  kitchen  area. 

Senator  McCain.  What  is  your  service's  position  on  implementing  these  standards 
for  barracks  upgrades  authorized,  but  construction  not  yet  started? 

Mr.  Johnson.  The  Army  adopted  the  1  +  1  standard  in  1994  for  implementation 
in  the  fiscal  year  1996  barracks  program.  Projects  authorized  prior  to  the  new 
standard  will  be  constructed  to  the  standard  in  existence  at  the  time  the  project  was 
authorized. 

Senator  McCain.  What  are  your  services  most  pressing  overseas  Quality  of  Life 
issues? 

Mr.  Johnson.  The  Army  Family  Action  Planning  Conference  and  the  Better  Op- 
portunity for  Single  Soldiers  Conference,  voiced  their  constituents  priorities  as  pay 
and  compensation,  access  to  medical  and  dental  care,  housing  ana  barracks,  child 
care,  education,  and  others. 

demolition 

Senator  McCain.  What  on  average  does  the  Army  sp>end  on  demolition  each  year? 
What  is  the  average  requirement?  What  approach  to  funding  demolition  would  the 
Army  favor  (1)  fencing  of  O&M  funds;  (2)  establishing  a  separate  account  similar 
to  the  minor  construction  account;  or  (3)  another  concept? 

Mr.  Johnson.  The  Active  Army  has  spent  an  average  of  $33  million  per  year  from 
fiscal  year  1992  through  fiscal  year  1994  through  the  Facility  Reduction  Program 
on  demolition  and  disposal.  The  average  requirement  for  facilities  disposal  is  $55 
million  per  year.  This  program  has  resulted  in  25.4  million  square  feet  being  dis- 
posed 01  or  placed  under  disposal  contract  through  the  end  of  fiscal  year  1994.  In 
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view  of  the  success  experienced  with  use  of  Operation  and  Maintenance,  Army 
(OMA)  funded  disposal,  the  Army  does  not  believe  it  can  derive  greater  benefit  from 
use  of  other  type  funds  for  this  effort.  At  this  time,  the  Army  favors  continuing  the 
use  of  OMA  resources  for  disposal  funding.  Army  does  not  support  fencing  OMA 
funds. 

MAINTENANCE  AND  REPAIR 

Senator  McCain.  For  the  past  several  years,  the  backlog  of  maintenance  and  re- 
pair of  Active  duty.  Guard  and  Reserve  facilities  has  continued  to  grow.  In  fact,  de- 
spite the  Army's  $324  million  increase  in  the  Real  Property  Maintenance  account 
from  fiscal  year  1995  to  fiscal  year  1996,  the  Backlog  of  Maintenance  and  Repair 
is  estimated  to  grow  by  $636  million  to  $4.7  billion. 

What  input,  if  any,  has  the  Department  of  the  Army  given  to  DOD  in  terms  of 
developing  a  new  method  for  determining  and  verifying  backlog  estimates? 

Mr.  Johnson.  The  DOD,  along  with  the  military  services  has  developed  a  congres- 
sionally  directed  pilot  program  called  the  "DOD  Condition  Assessment  Survey" 
(CAS)  program.  Backlog  estimates  resulting  from  these  and  future  surveys  will  be 
far  superior  to  current  estimates.  The  Army  Corps  of  Engineers,  Fort  Wo;th  District 
is  the  contracting  agent.  Fort  Bragg,  NC;  Fort  Stewart,  GA;  Fort  Knox,  KY;  and, 
Fort  Hood,  TX  are  Army  installations  that  have  been  or  are  being  surveyed.  The 
development  of  the  CAS  documents  (inspection  standards,  inspection  methods,  soft- 
ware) has  been  an  iterative  process  with  lessons  learned  used  to  improve  each  suc- 
cessive inspection.  The  last  two  inspections  of  the  pilot  program  are  being  conducted 
at  Fort  Knox  and  Fort  Hood  and  ai^e  using  the  most  developed  standards,  methods, 
and  software.  The  Army  has  been  a  full  partner  in  the  test. 

ENVIRONMENTAL  PROJECTS 

Senator  McCain.  Over  the  last  several  years,  funding  for  environmental  compli- 
ance projects  has  varied  greatly  from  year  to  year.  Is  the  level  of  funding  driven 
by  the  need  to  correct  class  (level)  I  environmental  problems  and  satisfy  regulators 
rather  than  establishing  a  baseline  approach?  What  effect  do  these  inconsistencies 
cause  in  long-term  construction  planning? 

Mr.  Johnson.  Yes.  Over  the  past  years,  limited  MILCON  resources  have  per- 
mitted funding  only  to  correct  deficiencies  to  ensure  compliance  with  environmental 
standards.  The  result  of  funding  only  those  class  I  environmental  projects  is  that 
the  Army  is  unable  to  plan  for  mcilities  improvements  which  impact  environmental 
standards  until  deficiencies  become  critical. 

congressional  reports 

Senator  McCain.  What  congressionally  mandated  Military  Construction  reporting 
requirements  do  you  consider  as  no  longer  necessary?  Please  provide  details. 

Mr.  Johnson.  The  Department  of  Defense  (DOD)  submission  of  legislative  propos- 
als on  April  20,  1995,  for  the  fiscal  year  1996  Defense  Authorization  bill  included 
Section  921,  entitled  "Reduction  of  Reporting  Requirements."  Several  Military  Con- 
struction reporting  requirements  are  included  in  this  list.  These  include:  Operations 
of  Defense  Overseas  Military  Facility  Investments  Recovery  Account;  Architectural 
and  Engineering  Services  and  Construction  Design  (10  U.S.C.  2807(b));  Improve- 
ments to  Family  Housing  Units  (10  U.S.C.  2825(bXl)  and  (cXD);  Relocation  of  Mili- 
tary Family  Housing  Units  (10  U.S.C.  2827);  and  Annual  Report  to  Congress  with 
Respect  to  Militaiy  Construction  Activities  and  Military  Family  Housing  Activities 
(10  U.S.C.  2861).  The  DOD  submission  included  a  discussion  of  the  reasons  for  rec- 
ommending elimination  of  each  of  the  reporting  requirements. 

In  addition,  we  suggest  elimination  oi  two  reporting  requirements  related  to  the 
Maintenance  and  Repair  (M&R)  of  Family  Housing.  These  are  the  requirements  to 
report  to  Congress  on  each  family  housing  unit  that  has  M&R  projects  exceeding 
$15,000  and  to  report  on  each  General/Flag  Officer  Quarters  with  total  M&R  over 
$25,000.  We  believe  that  it  would  be  more  appropriate  to  delegate  these  approvals 
to  the  service  Secretaries.  This  would  retain  adequate  oversight  by  a  senior  execu- 
tive branch  official,  but  reduce  the  administrative  burdens  of  congressional  report- 
ing. 

UNSPECIFIED  MINOR  CONSTRUCTION 

Senator  McCain.  Both  the  House  and  Senate  in  report  language  directed  the  use 
of  specified  minor  construction  funds  for  various  projects.  How  many  projects  were 
directed  in  fiscal  year  1995? 
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Mr.  Johnson.  The  House  Appropriations  Committee  recommended  one  project, 
the  Entomology  facility  at  Fort  Bliss,  Texas,  to  be  constructed  with  either  Unspec- 
ified Minor  Construction  or  Operations  &  Maintenance  (O&M  funds.  The  Army 
funded  the  project  using  O&M  funds. 

Senator  McCain.  What  was  the  funding  requirement  for  these  projects? 

Mr.  Johnson.  The  Entomology  facility  was  funded  at  $180,000  using  O&M  funds. 

Senator  McCain.  What  percent  of  the  total  unspecified  minor  construction  author- 
ization was  dedicated  to  these  projects? 

Mr.  Johnson.  None.  The  Entomology  facility  was  funded  with  O&M  funds. 

DOLLAR  DEVALUATION 

Senator  McCain.  What  impact  will  the  dollar  devaluation  have  on  current  over- 
seas construction  programs? 

Mr.  Johnson.  In  fiscal  year  1995  and  fiscal  year  1996  the  Army's  Military  Con- 
struction and  Family  Housing  Appropriations  could  spend  $160  million  to  ofTset  the 
lower  value  of  the  dollar  overseas.  The  primary  impact  is  on  the  funding  for  oper- 
ations of  Family  Housing.  Approximately  $80  million  will  have  to  be  cut  from  con- 
struction and  housing  accounts  if  recent  low  exchange  rates  continue  and  the  dollar 
is  valued  in  the  range  of  1.35  DM,  or  84  Yen,  or  770  Won. 

Senator  McCain.  What  corrective  action  do  you  plan  to  take? 

Mr.  Johnson.  Available  currency  accounts  and  expiring  balances  will  be  utilized 
to  pay  approximately  half  of  the  currency  devaluation  costs.  However,  if  current  ex- 
change rates  continue  through  late  fiscal  year  1995  and  fiscal  year  1996,  the  Army 
will  be  compelled  to  take  funds  from  maintenance  of  family  housing  or  construction 
of  new  facilities. 

PRESIDIO  OF  SAN  FRANCISCO 

Senator  McCain.  The  Army  is  requesting  $3.0  million  to  make  full  payment  of 
the  negotiated  settlement  of  a  $28.0  million  claim  filed  by  the  City  of  San  Francisco 
as  a  result  of  the  closure  of  the  Presidio  of  San  Francisco.  What  agreements  with 
other  State  or  Federal  agencies  have  been  negotiated  regarding  closure  of  the  Pre- 
sidio? What  funds  are  required  to  support  these  agreements? 

Mr.  Johnson.  This  action  is  not,  in  any  way,  related  to  the  closure  of  the  Presidio 
of  San  Francisco.  The  Army  and  the  City  and  County  of  San  Francisco  have  been 
involved  in  a  dispute  regarding  sewage  treatment  at  the  Presidio  of  San  Francisco 
since  the  late  1970s.  Tlie  city  has  a  claim  against  the  Army  for  capital  charges  (i.e., 
the  Army's  contribution  to  a  portion  of  the  construction  of  a  new  wastewater  treat- 
ment system)  and  for  back  charges  for  sewage  treatment  rendered  until  1987.  This 
claim  now  totals  approximately  $27  million.  The  Army  and  the  City  have  negotiated 
a  settlement  in  the  total  amount  of  $4  million  of  which  $1  million  represents  back 
charges  for  the  sewage  treatment  that  will  be  paid  from  current  Operations  and 
Maintenance  funds  (OMA).  The  $3  million  portion  of  the  settlement  represents  a 
capital  contribution  to  a  municipality  and  is  properly  payable  as  a  Military  Con- 
struction (MILCON)  charge.  These  funds  will  reimburse  the  City  for  the  portion  of 
an  EPA  construction  grant  that  was  disallowed  because  major  Federal  facilities  con- 
tributing sewage  flow  are  required  to  pay  their  proportionate  share  of  costs  from 
their  own  appropriations.  This  settlement  represents  a  cost  avoidance  of  at  least  $24 
million. 

NATO  INFRASTRUCTURE 

Senator  McCain.  NATO  has  adopted  a  new  strategic  concept  which  emphasizes 
mobility  and  reinforcement  of  forces  from  member  nations.  Wnat  Army  projects  in 
CONUS  are  eligible  for  NATO  funds  to  support  this  concept? 

Mr.  Johnson.  The  Army  has  identified  the  following  CONUS  projects  as  eligible 
for  NATO  funding:  Capability  Package  5A0017. 

Provide  Embarkation  Facilities  for  Reinforcement  of  Allied  Command  Europe. 

This  package  is  under  review  at  Supreme  Headquarters,  Allied  Powers  Europe 

Dollars  in 
millions 

FORT  BENNING,  GA: 

PARKING  APRON  $4  3 

RUNWAY  EXTENSION  2  8 

RENOVATE  HANGAR  4  0 
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Dollars  In 
millions 


AMMO  STORAGE  SHED  1.7 

STORAGE  FACIUTY 4.3 

AIRCRAFT  FUEUNG  SYSTEM  1.6 

CONSTRUCT  IGLOOS  1.3 

AMMO  HOLDING  FACIUTY  1.9 


TOTAL $21.9 

FORT  RILEY,  KS: 

UPGRADE  ARMY  AIRFIELD  5. 1 

APRONS  AND  FUEL  SYSTEMS  19.7 

IMPROVE  RAILHEAD  12.5 


TOTAL $37.3 

FORT  HOOD,  TX: 

UPGRADE  ARMY  AIRFIELD  21.8 

IMPROVE  RAILHEAD  36.0 


TOTAL $57.8 

MOT  SUNNY  POINT,  NC: 

MODIFY  RIVER  ROAD  2.4 

CRANES 22.4 

AMMO  HOLDING  PADS  3.2 


TOTAL $28.0 


TOTAL $145.0 

There  is  an  additional  project,  the  Chassis  Staging  Area,  Sunny  Point,  SC,  $1.5 
million,  that  was  approved  for  NATO  funding  in  fiscal  year  1991/Slice  42.  It  is  a 
separate  project,  and  is  not  included  in  the  Capability  Package. 

Senator  McCain.  How  many  Army  projects  in  CONUS  currently  are  funded  by 
NATO  Infrastructure  funds? 

Mr.  Johnson.  Currently  the  Chassis  Sta^ng  Area  at  Sunny  Point  is  the  only 
CONUS  project  that  has  been  approved  for  NATO  funding.  However,  construction 
funds  have  not  yet  been  released  for  this  project. 


[Questions  for  the  record  with  answers  suppHed  follow:] 
Questions  Submitted  by  Senator  John  McCain  Witnesses  of  Panel  II 

TROOP  HOUSING:  OTATUS  OF  NEW  CONSTRUCTION  STANDARD 

Senator  McCain.  One  of  the  most  significant  Quality  of  Life  Programs  is  the  revi- 
talization  of  the  housing  for  single  personnel.  Not  only  are  the  barracks  in  need  of 
repair,  but  many  still  have  "gang  shower"  and  "gang  latrines."  In  the  past  the  Serv- 
ices established  their  own  standards,  finally  with  Congressional  direction  the  De- 
partment is  at  the  point  of  finalizing  a  uniform  standard:  110  square  feet  per  indi- 
vidual, 2  sleeping  areas,  joined  by  common  bath  and  Kitchen  area.  Mr.  Bayer  indi- 
cates that  DOD  IS  still  working  on  a  unified  barracks  standard,  however,  the  Serv- 
ices are  planning  to  implement  the  design  this  year. 

What  is  the  delay  in  finalizing  this  standard?  I  am  concerned  that  if  the  Depart- 
ment does  vigorously  pursue  this  matter  the  single  soldier  will  feel  slighted,  espe- 
cially since  the  Department  did  not  include  single  housing  in  the  Housing  Revital- 
ization  Act." 

Mr.  Bayer.  Thank  you  for  your  show  of  support  for  the  barracks  revitalization  ef- 
fort. The  Department  agrees  with  you  that  quality  of  barracks  ranks  with  quality 
of  family  housing  as  an  urgent  concern.  Let  me  clarify  two  points  before  responding 
to  your  main  question.  First,  the  standard  under  consideration  provides  about  118 
square  feet  per  individual,  not  110.  This  unusual  number  is  a  translation  of  the  ac- 
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tual  standard  which  is  going  to  be  expressed  as  11  square  meters.  The  extra  8 
square  feet  provide  a  considerable  gain  in  livability  from  an  architectural  stand- 
point. Second,  the  Department  is  presently  preparing  suggested  wording  for  your 
committee  to  initiate  privatization  legislation  for  barracks  smiilar  to  what  the  Hous- 
ing Revitalization  Act  will  do  for  family  housing. 
The  delay  in  finalizing  the  standard  has  arisen  from  two  quarters.  First,  the  De- 

!)artment  believes  it  necessary  to  have  a  feasible  implementation  plan  on  record  be- 
bre  announcing  the  new  standard.  Were  we  to  do  otnerwise,  the  Department  would 
create  false  expectations,  an  unreasonable  demand  on  limited  fiscal  resources,  and 
a  decrease  in  morale.  Second,  the  Department  is  confronting  the  need,  expressed  by 
the  Services,  to  identify  the  situations  under  which  the  new  standard  will  not  bie 
applicable.  A  balance  must  be  struck  between  giving  the  Military  Departments  suffi- 
cient flexibility  to  tailor  barracks  construction  to  best  meet  the  neec^  of  their  mem- 
bers and  assuring  that  a  satisfactory  degree  of  parity  exists  among  the  Services  in 
this  important  quality-of-life  area. 

TROOP  HOUSING:  HOW  MUCH  WILL  NEW  BQ  STANDARD  COST? 

Senator  McCain.  What  is  the  additional  cost  associated  with  this  new  design? 

Mr.  Bayer.  For  purposes  of  analysis,  the  Department  is  using  $53,000  per  space 
as  the  cost  of  the  new  standard  in  today's  dollars.  A  "space"  in  this  case  is  the  per- 
person  share  of  the  complete  dormitory  (not  just  individual  living  space)  borne  by 
each  member  in  grades  El  through  E4.  This  is  slightly  higher  than  the  cost  of  bar- 
racks presently  being  built,  because  of  the  agreement  to  add  about  8  square  feet  of 
net  living  area  for  each  space  in  the  metric  conversion.  It  is  substantially  higher 
than  the  $32,000  per  space  one  would  estimate  based  on  the  1983  "2+2"  standard; 
however,  this  comparison  is  not  pertinent  since  the  1992  Army  "1+1"  has  become 
the  de  facto  standard.  The  $53,000  price  tag  per  space  will  vary  both  upward  and 
downward  with  different  geographic  cost  factors  and  special  features  provided. 

TROOP  HOUSING:  PRIORITY  OF  IMPLEMENTING  REVITALIZATION 

Senator  McCain.  What  will  be  the  priority  for  implementing  this  revitalization 
proffram? 

Mr.  Bayer.  Both  the  civilian  and  uniformed  leadership  of  the  Department  recog- 
nize the  key  importance  adequate  troop  housing  plays  in  the  job  satisfaction,  re-en- 
listment intentions,  and  ultimately  the  readiness  of  our  forces.  The  priority  of  the 
program  is  very  hi^,  as  evidenced  by  thee  large  share  of  management  attention 
ana  stafT  talent  presently  being  dedicated  to  its  implementation. 

NATO  infrastructure  (SECURITY  INVESTMENT)  FUNDING 

Senator  McCaiN.  According  to  the  NATO  cost  sharing  formula  the  United  States 
is  expected  to  pay  approximately  26  %  of  the  NATO  Infrastructure  program.  Over 
the  past  5  years,  the  United  States  has  invested  $1.0  billion  in  NATO.  Tne  Depart- 
ment rationalizes  this  expenditure,  by  saying  that  during  the  same  period  U.S.  in- 
dustry has  received  more  than  $1.7  billion  in  NATO  Command  and  Control  equip- 
ment contracts  and  over  $100  military  construction  contracts.  It  does  not  proviae 
the  specific  programs  that  have  been  funded. 

The  Army  indicates  that  the  Chassis  Staging  Area,  Sunny  Point,  NC  was  submit- 
ted for  NATO  funding  in  1991.  The  project  has  been  included  in  the  NATO  program, 
but  not  funds  have  been  allocated.  How  long  does  it  take  to  get  approval  and  find- 
ing for  a  NATO  infrastructure? 

Mr.  Bayer.  Most  U.S.  projects  eligible  for  NATO  funding  are  approved.  Some  pro- 
grams, such  as  O&M  funding  for  prepositioned  storage,  Army  storage  facilities  in 
Italy,  and  CONUS  embarication  facilities  are  lower  priority  projects,  and,  in  general, 
have  not  made  the  cut  for  funding  because  the  Congress  has  made  large  cuts  to  our 
cost  share  over  the  past  3  or  4  years.  NATO  funding  for  these  projects  is  dependent 
on  member  nations'  siipport  of  the  operational  requirement  and  the  level  of  avail- 
able NATO  resources.  The  $100  million  Congressional  reduction  to  the  $219  million 
FY  1995  request  for  the  U.S.  cost  share  of  the  program  coupled  with  the  recent  $33 
million  recision  does  not  provide  sufficient  resources  to  accommodate  these  projects. 
Full  support  of  the  Department's  FY  1996  budget  request  of  $179  million  is  essen- 
tial to  allow  NATO  programming  of  the  Army  requirements. 

Senator  McCaIN.  What  is  the  approval  rate  of  U.S.  requested  projects? 

Mr.  Bayer.  From  the  time  the  United  States  submits  a  project  into  the  NATO 
system  to  project  approval  (obligation  of  funds)  is  approximately  12-18  months.  Over 
the  last  three  years,  funding  levels  have  decreased  dramatically  and  the  program- 
ming process  was  overhauled.  This  led  to  some  unavoidable  delays  in  the  past.  TTie 
system  now  has  smoothed  out.  The  program  is  expected  to  be  more  resjwnsive,  how- 
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ever,  adequate  funding  levels  must  be  maintained  to  allow  timely  programming  of 
identified  U.S.  requirements. 

Senator  McCain.  How  many  U.S.  MILCON  request  are  pending  with  NATO? 

Mr.  Bayer.  I  am  not  sure  of  the  exact  number,  but  approximately  50-60  projects, 
including  smaller  restoration  work.  These  projects  are  ready  to  go  this  year  or  early 
next  year,  including  essential  projects  at  Aviano  Air  Base.  Because  of  the  $33M 
Congressional  recision,  no  NATO  projects  have  been  approved  for  funding  since 
April  11.  The  United  States  has  only  $19,000  of  unobligated  funds  remaining 
against  over  $30M  of  "must  pay"  costs.  Due  to  the  lack  of  funds  to  cover  U.S.  obliga- 
tions to  the  Alliance,  the  Department  is  reprogranruning  funds  from  other  DOD  ac- 
counts and  I  encourage  Congress  to  support  the  reprogramming  effort. 

OUTYEAR  MILITARY  CONSTRUCTION 

Senator  McCain.  In  reviewing  the  military  construction  program  with  the  Serv- 
ices there  are  great  expectations  that  over  the  next  several  years  the  funding  level 
for  Quality  of  Life  programs  will  remain  stable  or  increase  in  some  instances.  With 
the  pressures  the  Department  will  face  to  increase  funding  for  long  term  readiness, 
what  assurance  can  the  Department  provide  to  the  Services  that  this  funding  level 
ran  be  maintained? 

Mr.  Bayer.  As  you  know,  there  are  no  guarantees  on  anything  but  the  Secretary 
of  Defense  demonstrated  his  long  term  commitment  when  he  increased  funding  for 
Quality  of  Life  initiatives  by  $2.7  billion  over  the  next  six  years.  Additionally,  the 
Services  understand  the  strong  link  between  Quality  of  Life  and  readiness.  It  was 
the  commanders  in  the  field  and  the  service  members  and  their  families  who  con- 
vinced the  Secretary  of  the  importance  of  these  initiatives.  They  talked  to  him  about 
the  impact  on  morale  and  retention.  The  financial  folks  understand  it's  cheaper  to 
provide  decent  living  and  working  conditions  than  to  train  replacement  military 
members.  So,  there  is  a  strong  ground  swell  to  continue  improving  Quality  of  Life 
in  the  military. 

PENTAGON  renovation 

Senator  McCain.  The  Department  of  Defense  announced  in  March  1995  it  has  es- 
tablished a  Steering  Committee  on  the  Pentagon  Renovation.  Its  purpose  is  to  re- 
view plans  for  the  Pentagon  Renovation  and  make  recommendations  on  options 
available  for  cost  reductions,  transition  of  personnel  and  ultimate  tenancy  of  the 
building.  This  review  will  delay  design  and  construction  for  one  year  and  by  some 
estimates  may  increase  the  cost  by  $60M.  The  project  is  currently  planned  (to)  take 
10  years  and  cost  as  much  as  $1.2  B. 

I  understand  that  this  review  may  have  been  directed  to  consider  including  spe- 
cific environmental  and  energy  programs  directed  by  the  administration.  Has  the 
Department  been  directed  to  make  changes  in  the  renovation  plans  to  support  the 
administration's  environmental  initiatives? 

Mr.  Bayer.  No.  The  Pentagon  was  designated  a  DOD  "Showcase  Facility"  May  20, 
1994,  in  compliance  with  Section  307(b)  of  Executive  Order  12902,  "Energy  Effi- 
ciency and  Water  Conservation  at  Federal  Facilities".  From  the  outset  (1988),  the 
renovation  design  has  included  common  sense  energy  conservation  and  environ- 
mental concerns.  Being  designated  a  "DOD  Showcase"  highlights  these  energy  and 
environmental  initiatives.  A  study  on  Energy  and  Environmental  opportunities,  still 
in  the  preliminary  form,  is  being  conducted  with  private  sector  assistance,  and  ad- 
justments to  the  design  may  be  made  based  on  the  recommendations. 

Senator  McCain.  What  cost  increases  does  the  Department  anticipate  over  the  life 
of  the  renovation? 

Mr.  Bayer.  The  $1.2  billion  estimate  for  planning,  design,  and  construction  in- 
cludes anticipated  cost  growth  due  to  inflation.  No  other  cost  increases  are  antici- 
pated. Construction  costs  have  been  escalated  to  the  midpoint  of  construction  of 
each  phase  with  the  DOD  escalation  factors.  The  renovation  budget  provides  a 
standard  contingency  for  unknown  circumstances  which  might  occur  during  renova- 
tion. 

Senator  McCain.  Will  the  Department  still  meet  its  goal  to  complete  the  project 
in  10  years? 

Mr.  Bayer.  The  ten-year  goal  was  the  duration  of  the  renovation  program.  With 
the  start  of  the  basement  mezzanine  renovation  in  FY  1994,  the  program  is  still 
within  this  window.  As  a  result  of  Department  of  Defense  Program  Budget  Deci- 
sions, the  construction  completion  was  stretched  out  and  revised  to  FY  2004. 
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BRAC  ACCOU^fTS 

Senator  McCain.  In  1994  the  Appropriations  Committee  deleted  $500  million 
from  the  BRAC  Account  to  fund  the  Supplemental  Appropriations  Bill.  The  rational 
for  this  reduction  was  that  the  Department  had  over  a  $1.0  billion  in  unobligated 
funds  in  the  account.  As  of  February  1995  the  Department  reports  an  unobligated 
balance  exceeding  $1.5  billion. 

Will  the  Department  obligate  all  the  BRAC  funds  for  fiscal  year  1995? 

Answer.  [Mr.  Bayer's  response,  can  be  found  in  the  hearing  transcript.] 

Senator  McCaIN.  What  mechanism  does  the  Department  have  to  monitor 
obligatio5  in  the  BRAC  Account? 

Answer.  [Mr.  Bayer's  response,  can  be  found  in  the  hearing  transcript.] 

REAL  PROPERTY  MAINTENANCE  AND  REPAIR 

Senator  McCain.  The  Department  is  developing  a  new  system  for  determining 
and  verifying  maintenance  and  repair  requirements,  CAS.  According  to  the  Depart- 
ment the  CAS  is  an  auditable,  repeatable,  and  credible  tool  which  is  highly  oDJec- 
tive.  The  maintenance  and  repair  reauirement  will  be  calculated  based  on  a  survey 
of  the  condition  of  the  facility  and  infrastructure  as  it  currently  exists.  A  single  cost 
database,  which  is  tied  to  deficiencies  will  be  used  by  all  services. 

The  CAS  system  reminds  me  of  the  Cost  Base  Realignment  Action  Model 
(COBRA)  which  is  fully  automated  and  allegedly  a  credible  tool.  Yet  as  the  BRAC 
process  has  shown  it  is  only  as  good  as  the  input.  What  checks  do  you  have  in  the 
system  to  ensure  accurate  reporting?  To  what  standard  will  you  repair  a  facility? 
When  will  the  program  be  fully  fielded? 

Mr.  Bayer.  CAS  maintains  its  objectivity  by  utilizing  a  state-of-the-art,  multi 
tiered  information  gathering  database.  Information  can  be  entered  through  various 
media,  but  must  address  a  specific  protocol.  CAS  automatically  queries  users  and 
guides  them  to  input  the  same  data  elements,  unless  there  is  a  specific  reason  for 
an  override.  The  maintenance  and  repair  reauirement  will  be  calculated  based  on 
a  survey  of  the  condition  of  the  facilities  and  infrastructure  as  it  exists  currently. 
A  single  cost  database,  which  is  tied  to  deficiencies,  will  be  used  by  all.  Pilot  Pro- 
gram results  confirm  that  objectivity  is  a  consistent  element  of  the  CAS  process. 

CAS  is  designed  to  provide  better  information  to  resource  managers  so  that  they 
can  make  more  informed  decisions.  As  such,  it  is  not  designed  to  tell  them  what 
to  do.  It  makes  repair  or  replace  recommendations  on  each  deficiency  over  an  eight 
year  period.  Additionally,  CAS  calculates  the  penalty  costs  associated  with  deferring 
repair  one  or  more  years.  It  does  this  up  to  eight  years,  or  until  the  item  reaches 
the  point  of  irreversible  loss  of  life.  However,  base  commanders  must  make  actual 
decisions  in  accordance  with  Service  guidelines. 

We  are  beginning  Phase  II  of  CAS,  in  which  we  intend  to  develop  specific  proce- 
dures, incluoing  training,  staffing,  and  funding  profiles  necessary  for  DOD-Wide  im- 
plementation. We  expect  to  complete  this  phase  during  fiscal  year  1996.  We  plan 
to  complete  fielding  during  fiscal  year  1998. 

MARINE  CORPS  TANK  PROGRAM 

Senator  McCaIN.  Last  year  the  Congress  directed  the  Army  to  transfer  Ml  tanks 
to  the  Marine  Corps  Reserves  to  eliminate  a  shortfall  of  48  tanks  in  the  Reserve 
Tank  Battalions.  These  tanks  will  require  larger  maintenance  facilities  and  pairing 
areas.  The  Department's  MZLGON  request  does  not  contain  any  funding  for  these 
facilities.  When  will  the  Marine  Corps  program  funds  for  this  new  eauipment? 

Mr.  PiRIE.  The  Marine  Reserves  are  actively  coordinating  with  tne  Active  forces 
to  collocate  the  bulk  of  the  incoming  tanks  with  the  tank  battalion  at  MGAGCC, 
Twentynine  Palms,  CA.  If  this  is  unsuccessful,  then  the  Reserves  will  program 
funds  as  soon  as  possible. 

Senator  McCain.  What  impact  will  the  lack  of  any  new  facilities  have  on  the  read- 
iness of  these  tank  battalions? 

Mr.  PiRIE.  If  the  effort  to  use  current  facilities  is  unsuccessful,  then  the  tanks  will 
be  housed  in  the  present  tank  facilities  available  to  the  reserves.  Readiness  will  not 
be  adversely  afiected. 

NEED  FOR  ANOTHER  ROUND  OF  BASE  CLOSURES 

Senator  McCain.  Assuming  the  Base  Closure  Commission  concurs  with  the 
Navy's  recommendations  of  facilities  to  be  closed  and  the  force  structure  of  the  Navy 
remains  relatively  stable  is  there  a  need  for  another  round  of  base  closures? 

Mr.  PiRlE.  The  Secretary  of  the  Navy,  in  his  testimony  before  the  Defense  Base 
Closure  and  Realignment  Commission  on  March  6,  1995,  stated  that: 
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".  .  .  the  Department  of  the  Navy  recognizes  that  there  are  many  actions  which 
must  be  implemented  before  fiscal  year  2001  and  that  there  are  limited  resources 
to  accomplish  that  implementation.  Additionally,  the  cumulative  of  the  four  rounds 
of  base  closure  to  date  ultimately  will  result  in  a  drastic  restructuring  of  the  oi^ani- 
zational  infrastructure  of  the  Department,  and  it  would  be  difficult  to  identify  excess 
capacity  until  we  have  a  clearer  picture  of  what  the  Department  will  look  like  once 
these  decisions  are  implemented." 

Accordingly,  with  regard  to  when  another  round  of  base  closures  should  take 
place,  as  the  Secretary  stated  to  the  Commission,  the  Department  takes  the  position 
that: 

"...  we  would  like  to  have  a  few  years  to  assess  where  we  are,  to  see  indeed, 
can  we  get  where  we  expect  to  be  with  respect  to  what  has  been  done  in  BRAC  95 
and  previous  rounds  of  base  closure.  I  would  think  some  three  or  four  years  from 
now  would  be  an  appropriate  time  to  reconsider  another  round  of  BRAG  closures. 
We  will  know  better  where  we  stand  then.  The  closures  of '88,  "91,  and  "93  will  have 
hopefully  taken  place  by  that  time  and  be  consummated,  and  we  will  be  close  to 
effecting  the  closures  in  the  BRAC  95  process.  In  many  cases,  they  will  be  complete, 
as  well.  I  think  that  having  the  opportunity  to  assess  the  situation  then,  and  look 
at  the  Navy  Department  at  that  time  and  see  how  our  situation  may  have  changed, 
I  think  that  would  be  the  appropriate  time  to  consider  [another  round  of  base  clo- 
sure]." 

FUTURE  BASE  CLOSURES 

Senator  McCain.  Will  the  Navy  achieve  the  savings  forecast  in  prior  base  clo- 
sures? What  are  they  and  if  not  why  not? 

Mr.  PiRIE.  To  date,  the  savings  achieved  by  the  three  base  closure  rounds  as  rep- 
resented in  the  current  budget  submission  compare  favorably  with  the  savings  fore- 
casted by  the  COBRA  model  used  to  predict  anticipated  savings  at  the  time  of  the 
Baise  Closure  Commission  decision.  COBRA  cost  data  and  budget  information  are 
not  directly  comparable.  Cobra  costs  are  expressed  in  "constant  year  dollars,"  while 
the  budget  is  expressed  as  "then  year  dollars."  The  Cobra  model  did  not  include  any 
costs  for  environmental  cleanup,  while  the  budget  does.  Cobra  uses  standard  algo- 
rithms and  factors  to  calculate  various  costs  for  consistent  comparisons,  while  the 
budget  submissions  are  more  site  specific.  Below  is  a  summary  of  the  savings  com- 
parisons: 

BRAC  88 

In  millions 

Commission  Estimated  One-Time  Cost $83 

PresBud  1996  Cost  Est  Minus  Environmental 235 

PresBud  1996  Cost  Estimate  284 

Commission  Est  Savings  (1990-95)  -49 

PresBud  1996  Net  Savings  (1990-95)  -66 

Commission  Est  Annual  Savings  22 

PresBud  1996  Annual  Savings  38 

BRAC  91 

Commission  Estimated  One-Time  Cost $1,609 

PresBud  1996  Cost  Est  Minus  Environmental 1,390 

PresBud  1996  Cost  Estimate  1,928 

Commission  Est  Savings  (1992-97)  329 

PresBud  1996  Net  Savings  (1992-97)  193 

Commission  Est  Annual  Savings  380 

Pressud  1996  Annual  Savings  574 

BRAC  93 

Commission  Estimated  One-Time  Cost $4,136 

PresBud  1996  Cost  Est  Minus  Environmental 4,278 

PresBud  1996  Cost  Estimate  5,015 

Commission  Est  Savings  (1994-99)  2,136 

PresBud  1996  Net  Savings  (1994-99)  -343 

Commission  Est  Annual  Savings  1,396 

PresBud  1996  Annual  Savings  1,334 
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NAPLES  QUALITY-OF-LIFE 

Senator  McCain.  By  all  accounts  the  family  housing  in  Naples  is  among  the  worst 
in  the  Department  of  Defense.  In  January  1995,  the  Navy  requested  authority  to 
lease  500  units  of  critically  needed  family  housing.  The  Senate  concurred  with  the 
request,  as  has  the  House  National  Security  Committee,  however,  the  Military  Con- 
struction Subcommittee  on  the  House  Appropriations  Committee  is  delaying  the  re- 
quest. What  is  the  current  status  of  the  request  to  lease  the  housing  in  Naples? 

Mr.  PiRIE.  The  Navy  is  awaiting  clearance  from  the  Military  Construction  Sub- 
committee of  the  House  Appropriations  Committee  to  proceed  with  the  housing 
lease.  Congressional  notification  of  the  Navy's  planned  lease  was  provided  on  13 
January  1995  (Acquisition  Report  No.  0-51)  pursuant  to  the  requirements  of  10 
U.S.C.  2828.  On  January  19,  1995,  the  Chairman  of  the  Military  Construction  Sub- 
committee requested  the  Navy  hold  up  the  award  until  further  notified  by  the  com- 
mittee. Subsequently,  the  Surveys  &  Investigations  stafT  of  the  House  Committee 
on  Appropriations  was  tasked  to  review  the  Navy's  plans.  As  part  of  its  investiga- 
tion, HAG  Surveys  &  Investigations  staff  visited  Naples  and  Rome  on  26  February 
through  March  4,  1995.  During  the  week  of  April  24,  1995,  the  Chairman  and  the 
ranking  minority  member  of  the  Military  Construction  Subcommittee  visited  Naples 
accompanied  by  members  of  the  Committee  staff  and  the  HAC  Surveys  &  Investiga- 
tions staff. 

The  Navy  and  all  subcommittees  involved  in  the  notification  process  agree  that 
the  Naples  family  housing  problem  should  be  solved  as  soon  as  possible  and  with 
prudence,  good  business  practices,  and  fiscal  responsibility.  We  believe  that  our 
planned  solution  attains  these  goals.  The  Navy  continues  to  cooperate  fully  with  the 
MILCON  Subcommittee  of  the  House  Appropriations  Committee  and  the  HAG  Sur- 
veys &  Investigations  staff  by  providing  all  requested  documentation. 

NAPLES  QUALITY-OF-LIFE  RESOLUTION 

Senator  McCain.  When  do  you  expect  a  resolution? 

Mr.  PiRIE.  All  information  requested  by  the  Military  construction  Subcommittee 
of  the  House  Appropriations  Committee  and  the  Surveys  &  Investigations  staff  of 
the  House  Committee  on  Appropriations  regarding  the  Navy's  plan's  has  been  pro- 
vided. The  Navy  has  and  is  taking  positive  steps  with  regard  to  the  Subcommittee's 
guidance  and  continues  to  cooperate  fully  with  the  subcommittee's  deliberations. 
The  Navy  is  hopeful  that  the  remaining  concurrence  for  the  lease  of  the  family  hous- 
ing units  will  be  forthcoming. 

IMPACT  OF  THE  DELAY  ON  NAPLES  QUALITY-OF-LIFE 

Senator  McCain.  What  is  the  impact  of  the  delay? 

Mr.  PiRlE.  If  award  of  the  lease  is  further  delayed,  urgently  needed  replacement 
of  existing  housing  units  would  continue  to  be  delayed.  Navy  families  would  con- 
tinue to  be  housed  in  scattered  and  geographically  distant  locations  in  units  which 
do  not  meet  seismic,  fire  protection,  life  safety  or  handicapped  accessibility  codes 
and  which  are  often  subject  to  inadequate  utilities,  high  move-in  costs,  transjwr- 
tation  problems  and  a  high  incidence  of  crime. 

The  first  phase  of  the  Navy's  proposed  Naples  Support  complex  also  includes  an 
elementary  school  and  a  high  school  equipped  to  meet  current  educational  standards 
and  curricula.  The  new  schools  must  be  ready  for  occupancy  before  the  start  of  a 
new  school  year  (late  August).  The  delay  in  award  of  the  housing  lease  could  also 
result  in  DOD  incurring  approximately  $1,800,000  in  additional  expenses  for  re- 
newal of  leases  covering  the  existing  outmoded  and  overcrowded  schools.  Construc- 
tion of  the  schools  will  require  approximately  24  months  and  the  Navy  has  a  narrow 
window  of  opportunity  regarding  lease  award.  As  planned,  relocation  to  the  new 
schools  must  begin  in  spring  1997  and  be  completed  prior  to  the  start  of  a  new  lease 
term  for  the  existing-schools  on  July  1,  1997. 

Delay  in  awarding  the  lease  for  the  new  schools  would  require  the  Navy  to  renew 
the  leases  covering  the  existing  school  facilities  for  a  full  12-month  period.  Rent  for 
the  existing  schools  for  the  July,  1995  to  June  1996  lease  term  will  exceed 
$1,800,00.  Rental  for  subsequent  years  will  increase  due  to  cost-of-living  adjustment 
contained  in  the  existing  leases.  Rent  for  the  existing  high  school  is  paid  100  per- 
cent in  advance.  Rent  for  the  existing  elementary  school  is  paid  85  percent  in  ad- 
vance. Because  the  existing  school  leases  do  not  allow  for  termination  by  the  Navy 
during  the  school  year,  the  Navy  would  not  receive  prorated  refund  of  the  advance 
rentals  and  would  be  paying  for  facilities  it  neither  required  nor  occupied. 
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MARINE  CORPS  FAMILY  HOUSING  CAMPAIGN 

Senator  McCain.  The  Commandant  has  initiated  a  Campaign  Plan  to  upgrade 
over  8,200  homes  nationwide  over  the  next  6  years.  The  plan  calls  for  over  $300 
million  annually  until  2001.  The  Corps  share  of  the  administration's  budget  for  this 
program  is  less  than  $250  million  annually.  How  does  the  Commandant  expect  to 
successfully  complete  his  Campaign  at  these  funding  levels? 

Mr.  PiRIE.  The  Campaign  Plan  was  signed  less  than  a  year  ago  as  a  vision  to  pro- 
vide quality  housing  for  our  Marines  and  their  families  something  we  believe  they 
deserve.  It  was  drafted  as  an  aggressive  plan  because  housing  is  an  integral  element 
of  Quality-of-Life.  The  Commandant  of  the  Marine  Corps  must  balance  his  priorities 
as  an  operational  force  in  readiness  and  unfortunately  family  housing  has  not  re- 
ceived sufficient  funding  to  achieve  our  goals  in  totality.  We  realize  this  is  a  plan 
and  must  be  adjusted  accordingly  as  available  funding  permits  and  we  will  ac^'ust 
our  plan  by  adding  time  (approximately  3—4  years)  to  the  end  of  the  current  revital- 
ization  plan. 

MARINE  CORPS  FAMILY  HOUSING  EXPECTATIONS 

Senator  McCain.  Is  the  Corps  building  expectations  among  its  family  members 
that  it  cannot  fulfill? 

Mr.  PiRIE.  The  Campaign  Plan  was  drafted  as  a  tool  to  secure  funding  to  enhance 
the  Quality-of-Life  for  our  marines  and  their  families  over  a  period  of  between  6 
years  (for  revitalization)  and  14  years  (for  construction).  As  such,  we  believe  this 
approach  has  alerted  our  marines  and  their  families  to  the  fact  that  we  are  con- 
cerned and  we  are  addressing  Marine  Corps  housing  problems  worldwide.  Most  ma- 
rines and  their  families  realize  that  we  nive"  within  DOD  budget  constraints  and 
sometimes  cannot  provide  ideal  conditions  everywhere  for  everyone  simultaneously 
and  our  plan  must  be  adjusted  accordingly  to  meet  other  Corps  priorities.  Neverthe- 
less, we  do  have  a  plan,  and  have  made  progress  as  our  plan  will  revitalize  approxi- 
mately 44  percent  of  our  requirement  over  the  FYDP  and  help  alleviate  our  deficit. 
We  do  not  oelieve  that  we  are  deceiving  our  family  members.  We  are  concerned  and 
are  moving  forward  as  fast  as  we  can  with  the  funding  provided.  By  addressing 
items  at  all  our  installations  with  family  housing  within  funding  constraints,  ma- 
rines and  their  families  will  see  positive  progress  toward  achieving  the  Campaign 
Plan  objective  of  having  all  our  families  suitably  housed. 

ENVIRONMENTAL  PROJECTS 

Senator  McCain.  Twenty  percent  of  the  Navy's  1996  MILCON  funding  request  is 
dedicated  toward  environmental  compliance.  In  many  instances  these  compliance  re- 
quirements are  mandated  by  State  and  local  government  agencies.  Are  any  of  the 
Navy's  environmental  construction  projects  to  correct  current  violations? 

Mr.  PiRIE.  Yes,  0MB  Circular  A-106  defines  two  categories  of  environmental  com- 
pliance: Class  I  and  Class  II.  Class  I  is  defined  as  "projects  to  support  signed  en- 
forcement actions,  correct  deficiencies  cited  by  regulatory  authority,  or  to  meet  a 
statutory  or  regulatory  deadline  that  has  already  passed."  Class  II  is  defined  as 
"projects  to  correct  situations  in  which  current  conaitions  do  not  meet  established 
or  proposed  standards  with  compliance  deadlines  in  the  future."  The  Navy  programs 
Class  1  projects  in  the  next  available  budget  as  soon  as  the  reouirement  becomes 
known.  When  funding  levels  permit.  Class  11  projects  are  included  as  well.  However, 
as  the  funding  levels  for  Military  Construction,  Navy  (MCON)  are  reduced  to  lower 
and  lower  levels,  the  Navy  can  often  only  accommodate  the  Class  I  projects  in  any 
given  year. 

The  projects  in  the  fiscal  year  1996  program  that  are  considered  Class  I  require- 


proj< 
(i.e., 


ments  (i.e.,  existing  non-compliance  situations)  are  the  following: 

Millions 

NAWCWPNSDIV  China  Lake,  CA  Collection  and  Treatment  Facs  $3.70 

NAVSTA  San  Oiego,  CA  Oily  Waste  Collection  6  Treatment  Facs  19.95 

PWC  Guam  Sewage  Treatment  Plant  16.18 

MOB  Camp  Leieune,  NO  Wastewater  Treatment  Plant 45.50 

NAVSTA  Roosevelt  Roads,  PR  Sanitary  Landfill 11.50 

NAVSTA  Norfolk.  VA Oily  Waste  Collection  System 10.58 

NUWCOIV  Keyport,  WA Metal  Treatment  Facility  5.30 

NSY  Puget  Sound,  WA  Metal  Processing  Facility  2.60 

Total $115.32 
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There  are  no  Class  II  projects  included  in  the  fiscal  year  1996  program. 
LEGISLATIVE  REUEF  FROM  ENVIRONMENTAL  RESTRICTIONS 

Senator  McCain.  Is  there  a  need  to  provide  some  legislative  relief  from  too  strict 
local  environmental  restrictions? 

Mr.  PiRIE.  In  some  cases,  Navy  activities  face  extremely  stringent  State  or  local 
environmental  regulation.  Examples  would  include  air  pollution  and  hazardous 
waste  management  requirements  in  southern  California.  Recent  administrations 
have  consistently  maintained  that  federal  entities  should  not  be  exempt  from  state 
and  local  environmental  regulation,  except  where  military  uniqueness  creates  a 
valid  need  for  separate  treatment.  In  the  case  of  media  statutes  ashore,  pertaining 
to  clean  air,  clean  water  and  hazardous  waste,  military  uniqueness  is  sometimes, 
but  not  always,  a  factor.  Legislative  relief  from  state  and  local  environmental  re- 
strictions may  be  appropriate  in  certain  cases,  such  as  our  request  for  a  national 
discharge  standard  for  ships. 

PRESIDIO  OF  SAN  FRANCISCO 

Senator  McCain.  An  April  28  article  in  the  Washington  Post  reported  that  the 
Department  of  Defense  will  spend  $64  million  this  year  to  help  turn  the  Presidio 
of  San  Francisco  into  a  showplace  urban  national  park.  The  report  was  attributed 
to  Vice  President  Gore. 

The  cost  includes  $8.6  million  for  building  repairs  and  seismic  upgrades  and  $3.7 
million  for  operating  costs. 

Since  the  Army  is  leaving  the  facility,  why  are  these  costs  being  charged  to  the 
Department  of  Defense? 

Mr.  Johnson.  The  fiscal  year  1995  Department  of  Defense  Appropriations  Act 
Conference  Report  identified  a  line  item  in  Operations  and  Maintenance,  Army  of 
$10  million  for  Presidio  of  San  Francisco  Infrastructure  Improvements.  Of  this 
amount,  $1.4  million  has  been  obligated  for  sewer  and  water  work  at  the  Presidio 
of  San  Francisco.  The  Army  is  working  with  the  Department  of  Interior,  National 
Park  Service,  to  identify  appropriate  projects  to  be  lunded  by  the  remaining  $8.6 
million. 

In  1994,  as  part  of  an  Interagency  Agreement  negotiated  between  the  Department 
of  the  Army  and  the  Department  of  the  Interior,  the  Army  agreed  to  operate  and 
maintain  the  facilities  and  housing  required  for  Headquarters,  Sixth  U.S.  Army.  The 
Army  also  agreed  to  pay  the  National  Park  Service  a  pro-rata  share  for  common 
services  such  as  fire  protection,  emergency  medical  services,  roadways,  parking, 
traffic  control,  etc.  The  $3.7  million  figure  is  one  estimate  of  the  fair  share  common 
services  cost.  The  actual  amount  will  be  calculated  using  actual  square  footage  used 
and  occupied,  in  accordance  with  a  formula  set  forth  in  the  agreement. 

Senator  McCain.  Are  there  other  obligations  that  the  Army  has  incurred  at  the 
Presidio? 

Mr.  Johnson.  Between  fiscal  year  1992  and  fiscal  year  1995,  there  has  been  a 
total  of  $79.3  million  applied  by  the  Army  against  infrastructure  repair  and  im- 
provements at  the  Presidio  of  San  Francisco.  Of  this  amount,  the  Army  spent  $10 
million  from  fiscal  year  92  OMA  for  certain  Backlog  of  Maintenance  and  Repair 
(BMAR)  projects.  The  remaining  $69.3  million  was  directed  by  public  law  or  lan- 
guage in  fiscal  year  1993  through  fiscal  year  1995  to  be  spent  for  infrastructure  re- 
pair or  improvements  at  the  Presidio. 

In  1992,  as  part  of  an  agreement  negotiated  between  Department  of  the  Army  and 
Department  of  the  Interior,  the  two  Departments  agreed  on  a  list  of  Presidio  infra- 
structure rehabilitation  requirements.  Jointly  developed  cost  estimates  for  this  list 
totaled  $62.09  million.  Of  this  amount,  the  Army  agreed  to  fund  $20  million  of  the 
total  which  was  identified  as  Backlog  of  Maintenance  and  Repair  (BMAR).  The  re- 
maining amount,  $42  million,  was  identified  as  National  Park  Service  required  up- 
grades for  future  use. 

In  fiscal  year  1992,  the  Army  transferred  $10  million  above  normal  annual  operat- 
ing requirements  from  its  Operations  and  Maintenance,  Army  (OMA)  Real  Property 
Maintenance  Account  (RPMA)  to  the  Presidio  as  the  first  payment  against  the 
BMAR  backlog. 

In  fiscal  year  1993,  the  Department  of  Defense  (DOD)  Appropriations  Act  Con- 
ference Report  identified  a  line  item  in  OMA  of  $22.3  million  for  Presidio  Real  Prop- 
erty Maintenance.  The  Conference  Report  and  the  Appropriations  Act  required  that 
of  the  funds  appropriated  under  that  paragraph,  $14  million  "shall  be  available  for 
Presidio  of  San  Francisco  to  be  expended  for  ongoing  operations  and  maintenance 
costs  associated  with  the  transition  to  the  National  Park  Service,  to  be  jointly  deter- 
mined with  the  National  Park  Service."  The  Army  initially  contended  that  the  $14 
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million  was  a  subset  of  the  $22.3  million  identified  as  a  line  item  in  the  Conference 
Report,  but,  in  a  separate  memorandum,  the  OfTice  of  Management  and  Budget 
(0MB)  stated  that  the  intent  of  Congress  was  that  the  Army  should  pay  the  $22.3 
million  in  addition  to  the  $14  million. 

Also  in  fiscal  year  1993,  the  DOD  Appropriations  Act,  DOD  RPM  Defense  re- 
quired that  "of  the  funds  identified  under  this  heading,  $27  million  shall  be  avail- 
able only  for  the  repair  of  property  identified  as  part  of  a  backlog  of  maintenance 
and  repair  projects  at  the  Presidio  of  San  Francisco." 

In  fiscal  year  1994,  the  DOD  Appropriations  Act  contained  "in  addition  to  the 
amounts  appropriated  or  otherwise  made  available  by  this  act,  $25  million  is  hereby 
appropriated  to  the  Department  of  Defense  and  shall  be  available  only  for  transfer 
to  the  National  Park  Service,  of  which  $10  million  shall  be  available  to  repair  and 
rehabilitate  military  structures  transferred  from  the  Department  of  Defense  to  the 
National  Park  Service  as  part  of  the  Golden  Gate  National  Recreation  Area."  The 
remaining  $15  million  was  for  other  National  Park  Service  activities  at  other  loca- 
tions and  did  not  relate  to  the  Presidio. 

In  fiscal  year  1995,  as  previously  noted,  the  DOD  Appropriations  Act  Conference 
Repwrt  identified  a  line  item  in  OMA  of  $10  million  for  Presidio  of  San  Francisco 
Infrastructure  Improvements. 

Between  fiscal  year  1992  and  fiscal  year  1995,  there  has  been  a  total  of  $79.3  mil- 
lion applied  by  the  Army  against  infrastructure  repair  and  improvements  at  the 
Presidio  of  San  Francisco. 

BARRACKS  UPGRADES 

Senator  McCain.  The  Army  has  developed  a  plan  to  allocate  $250  million  per  year 
on  barracks  modernization  efforts  as  part  of  a  long-term  plan.  At  that  funding  level 
it  will  take  approximately  23.5  years  to  complete  the  program.  For  fiscal  year  1996 
this  program  is  funded  at  $200  million  and  for  fiscal  year  1997  at  $239  million.  If 
the  Army  has  placed  such  a  high  priority  on  this  program  why  did  it  not  fund  them 
at  the  $250  million  level? 

Mr.  Johnson.  While  there  is  never  enough  money  to  fix  everything,  the  Army 
budget  reflects  the  best  possible  program  of  the  resources  provided.  Our  highest  pri- 
ority has  been  near  term  readiness  and  this  left  some  holes  in  infrastructure  revital- 
ization.  Within  the  military  construction  program,  the  Army  has  placed  an  ex- 
tremely high  priority  on  improving  the  living  conditions  of  our  single  soldiers.  In 
fact,  for  fiscal  year  1996  and  fiscal  year  1997  virtually  all  discretionary  Military 
Construction,  Army  funding  is  devoted  to  barracks  construction. 

Senator  McCain.  What  will  be  the  cost  increase  if  the  Army  adopts  the  new  bar- 
racks standard  and  how  long  will  it  take  to  convert  to  the  new  standard? 

Mr.  Johnson.  There  will  be  no  cost  increase  or  delay  as  the  Army's  current  bar- 
racks construction  is  already  based  on  the  new  standard  (based  on  a  waiver  from 
Office  of  the  Secretary  of  Defense). 

Senator  McCain.  Will  upgrading  the  entire  inventory  to  the  new  standard  have 
sufficient  impact  on  morale  and  readiness  to  justify  both  the  cost  and  delay? 

Mr.  Johnson.  Yes.  In  surveys,  our  soldiers  have  said  the  elements  in  the  new 
standard  (such  as  privacy,  more  storage  space,  bathrooms,  and  admin  space  re- 
moved from  the  barracks)  are  key  factors  in  both  morale  and  retention. 

OVERSEAS  QUALITY  OF  LIFE  ISSUES 

Senator  McCain.  The  Army  is  funding  five  barracks  upgrade  programs  in  Korea, 
which  are  long  overdue.  What  are  the  conditions  of  the  barracks  in  (Jermany?  What 
plans  does  the  Army  have  to  upgrade  those  facilities?  Who  pays  for  the  upgrade  in 
(jermany? 

Mr.  Johnson.  The  conditions  of  the  barracks  in  Germany  vary  tremendously. 
Many  of  the  newer  barracks  are  in  good  condition,  with  recent  construction  or  ren- 
ovation at  least  as  good  as  the  "2  +  2"  standard.  The  older  barracks,  some  of  which 
date  to  the  ISOOs,  have  gang  latrines  without  proper  drainage,  multiple  soldiers  per 
room,  and  inadequate  heating  and  ventilation.  The  Army  plans  to  use  the  Residual 
Value  Payment-in-Kind  program  to  fund  the  majority  of  the  barracks  upgrades  in 
Germany.  Through  fiscal  year  1996,  the  Army  has  programmed  $80.5  million  in 
Payment-in-Kind  construction  for  the  upgrade  of  barracks  in  Germany.  The  actual 
payment  for  this  construction  is  handled  by  the  German  Government,  and  charged 
against  residual  value  settlements  due  the  United  States  for  the  value  of  improve- 
ments to  installations  returned  to  the  German  Government. 
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TRANSFER  OF  UTILITIES 


Senator  McCain.  In  the  fiscal  year  1996  legislative  proposal  the  Army  is  request- 
ing the  conveyance  of  a  Resource  Recovery  Facility,  Waste  and  Waste-Water  Treat- 
ment Plants,  and  Electrical  Utility  System  to  the  local  community  or  utility.  What 
is  the  rational  for  the  conveyance?  Will  the  Army  still  be  liable  for  any  environ- 
mental issues  involving  these  facilities? 

Mr.  Johnson.  The  local  utilities  want  to  own  Army  systems  to  meet  their  expan- 
sion requirements  or  to  help  solve  their  environmental  problems.  The  Army  wants 
to  get  out  of  the  utility  business  where  we  can,  because  it  is  less  expensive  for  the 
local  utilities  to  operate  and  maintain  the  systems  than  the  Army,  and  we  also  want 
to  help  solve  local  and  regional  utility  and  environmental  problems.  All  of  the  utility 
systems  the  Army  is  proposing  to  transfer  are  in  full  compliance  with  the  Environ- 
mental Protection  Agency  standards.  These  transfers  help  solve  local  utility  expan- 
sion requirements.  It  is  a  win-win  situation  for  the  local  utilities  and  the  Army. 

NATO  INFRASTRUCTURE 

Senator  McCaiN.  In  response  to  the  advance  questions,  the  Army  identified  $145 
million  in  projects  eligible  for  NATO  funding.  These  projects,  such  as  airfield  up- 
grades, improving  railheads  and  fuel  systems,  all  appear  to  relate  to  strategic 
aeployability.  How  time  sensitive  are  these  projects? 

Mr.  Johnson.  While  all  the  projects  have  some  degree  of  time-sensitivity,  the 
most  critical  projects  were  funded  in  the  Fiscal  Year  1995  Military  Construction, 
Army  budget:  the  ammunition  holding  pads  at  Marine  Ocean  Terminal  Sunny  Point, 
NC,  and  the  mobilization  deployment  warehouse  at  Fort  Benning,  GA.  Prefinancing 
statements  for  these  projects  have  been  submitted  to  NATO,  which  ensures  the 
recoupment  of  funds  if  the  projects  are  eventually  programmed  by  NATO. 

Senator  McCain.  When  ao  you  anticipate  receiving  NATO  infrastructure  funds  for 
these  projects? 

Mr.  Johnson.  NATO  funding  for  these  projects  is  dependent  on  member  nations' 
support  of  the  operational  requirement  and  the  level  of  available  NATO  resources. 
Recent  reductions  to  the  NATO  program  have  exacerbated  funding  problems.  Full 
support  for  the  Department's  fiscal  year  1996  budget  request  of  $179  million  is  es- 
sential to  allow  NATO  programming  of  the  Army  requirements. 

Senator  McCain.  Do  you  believe  NATO  is  responsive  to  the  Army's  infrastructure 
requirements  to  support  a  NATO  mission? 

Mr.  Johnson.  In  recent  years,  the  review  process  for  this  NATO  Program  was 
often  slow  and  involved.  This  was  due,  in  part,  to  changes  in  the  NATO  force  and 
base  structure  and  the  comprehensive  restructuring  of  the  program.  Currently,  force 
and  base  levels  have  stabilized  and  programming  procedures  are  well  defined.  The 
program  is  expected  to  be  more  responsive,  however  adequate  funding  levels  must 
be  maintained  to  allow  timely  progranrmiing  of  identified  U.S.  requirements. 

RESERVE  FORCE  STRUCTURE  CHANGES 

Senator  McCain.  The  Air  Force  Reserve  has  an  unfunded  military  construction 
requirement  of  approximately  $50  million  due  to  force  structure  changes.  This  year 
only  $7.3  million  is  allocated  to  support  force  structure  changes.  The  shortfall  has 
impacts  on  the  readiness  of  the  units  and  the  morale  of  the  men  and  women  who 
maintain  the  aircraft.  What  priority  is  the  Air  Force  giving  to  resolve  the  shortfall 
in  the  Air  Force  Reserve  due  to  force  structure  changes? 

Mr.  Dishner.  Although  the  Air  Force  Reserve's  fiscal  year  1996  and  fiscal  year 
1997  program  in  the  President's  Budget  had  a  maior  shortfall  in  MILCON  support- 
ing force  structure  changes,  the  Air  Force  has  worked  to  resolve  this  problem  in  the 
fiscal  year  1997-2001  POM  process,  and  now  intends  to  fully  fund  in  the  fiscal  year 
1997  program  all  Air  Force  Reserve  construction  requirements  that  support  ap- 
proved force  structure  changes.  Approximately  $21.6  million  will  support  conver- 
sions from  fighters  to  tankers,  while  $8.9  million  will  support  a  robust  of  C-130  air- 
craft. In  addition,  the  Air  Force  has  increased  the  Air  Force  Reserve's  MILCON  de- 
sign account  by  $3.5  million  to  complete  design  of  these  projects. 

Senator  McCain.  Do  the  same  conditions  apply  to  the  Active  Air  Force? 

Mr.  Dishner.  The  force  structure  issues  which  drive  military  construction 
(MILCON)  requirements  in  the  Guard  and  Reserve  also  place  a  burden  on  the  Ac- 
tive military  construction  program,  although  not  to  the  same  extent.  For  example, 
the  beddown  at  Aviano  AB,  IT  and  the  Special  Operations  Forces  move  to  RAF 
Mildenhall,  UK  demonstrate  the  catch  up  actions  required  in  New  Mission  MILCON 
to  support  force  realignments.  This  coupled  with  reductions  in  facility  recapitaliza- 
tion have  constrained  our  ability  to  provide  timely  installation  support  for  beddowns 


458 

and  realignments.  Funding  levels  for  MILCON  have  continued  to  fall,  affecting  the 
Active,  Guard,  and  Reserve  forces  as  we  support  other  critical  Air  Force  require- 
ments. The  Active  force  considers  New  Mission  MILCON  to  support  force  structure 
changes  a  priority  bill  that  is  paid  in  lieu  of  Current  Mission  MILCON  if  required 
to  meet  funding  constraints.  If  MILCON  is  not  available  when  required  to  support 
force  structure  moves,  the  Active,  Guard,  and  Reserve  can  and  do  use  O&M  funds 
to  provide  non-permanent  solutions  until  the  permanent  military  construction  can 
be  accomplished. 

MARCH  AIR  FORCE  BASE 

Senator  McCain.  California  environmental  law  mandates  that  the  Air  Force  Re- 
serve install  a  fixed  base  power  system  at  March  Air  Force  Base  at  a  cost  of  $15.3 
million.  Is  the  fixed  power  system  in  the  best  interest  of  readiness?  Is  that  how  the 
unit  would  normally  operate?  Can  this  requirement  be  waived? 

Mr.  DiSHNER.  South  Coast  Air  Quality  Management  District  (South  Coast)  regula- 
tion 110.2,  a  stationary  source  technology  forcing  rule,  has  been  applied  to  a  cat- 
egory of  diesel  engines  that  power  aerospace  ground  equipment  (AGE).  The  South 
Coast  rule  requires  replacement  of  stationary  sources  of  air  emissions  with  electric 
motors,  or  reduction  of  emissions  to  specified  limits  that  cannot  be  met  by  existing 
diesel  engine  technology.  The  Air  Force  and  South  Coast  have  entered  into  a  plan 
that  sets  a  deadline  oT  December  1999  to  comply  with  the  South  Coast  standards. 
The  Air  Force  Reserve  plans  to  install  a  central  aircraft  support  system  (CASS)  to 
meet  the  standard  in  regulation  1110.2.  At  this  time  the  CASS  is  the  only  known 
technology  that  meets  the  South  Coast  standards.  Other  options  could  include  the 
purchase  of  AGE  manufactured  afler  July  18,  1994  which  is  regulated  as  a  mobile, 
not  stationary  source,  to  EPA  national  standards.  Althou^  mobile  AGE  would  be 
acceptable  to  the  EPA,  there  is  no  indication  that  South  Coast  would  accept  this 
solution,  possibly  leading  to  litigation.  As  a  parallel  action.  Science  and  Technology 
along  witn  Air  Force  laboratories  are  investigating  other  technical  solutions  that 
could  be  economically  implemented  and  not  degrade  our  military  readiness. 

The  CASS  is  not  in  the  best  interest  of  our  readiness.  The  unit  would  normally 
use  AGE  which  is  an  integral  element  of  flight  operations  particularly  in  times  of 
national  emergencies  or  deployment  to  remote  locations. 

We  are  currently  working  with  the  California  Air  Resource  Board  (GARB)  to  re- 
quest that  California  replace  a  patchwork  of  local  air  district  rules  regulating  non- 
road  engines  and  AGE  equipment  with  State  uniform  standards  as  envisioned  in 
Title  II  of  the  Clean  Air  Act  and  the  GARB  establish  a  National  Security  Exemp- 
tion, similar  to  the  one  provided  in  federal  regulation,  59  Fed.  Reg.  31396,89.908. 
C4  has  indicated  a  willingness  to  address  our  concerns  with  the  regulation  of  off- 
road  vehicles  and  equipment,  including  AGE,  but  such  action  appears  to  reouire 
California  legislative  approval.  Prospective  relief  may  be  available  from  the  EPA 
non-road  engine  rule,  but  it  remains  to  be  seen  if  this  requirement  can  be  waived 
by  South  Coast. 

B-2  MILCON 

Senator  McCain.  There  are  some  in  Congress  who  are  advocating  the  procure- 
ment of  additional  B-2s.  The  department  has  already  invested  $483  million  for  the 
beddown  of  the  20  aircraft  authorized.  If  additional  aircraft, — say  another  20 — are 
authorized  what  is  the  expected  military  construction  cost? 

Mr.  DiSHNER.  The  January  1995  Air  Force  estimate  to  procure  20  additional  B- 
2  aircraft,  included  military  construction  costs  for  Whiteman  AFB,  MO,  and  en- 
hancements at  two  forward  operating  locations  (FOLs).  The  total  cost  to  provide  this 
capability  was  estimated  at  $646  million  in  constant  year  1995  dollars.  The  break- 
out of  this  estimate,  by  location,  is  as  follows: 

[Dollan  In  millionsl 

,      ,  Calendar 

L"""""  year  1995 

Whiteman  AFB:  8/2-bay  hangars,  airfield  facilities,  pavement,  utilities,  dormitory,  etc $205 

FOL  #  l:4/2-bay  hangars,  airfield  facilities,  pavement,  utilities,  etc 188 

FOL  #2:4/2-bay  hangars,  airfield  facilities,  pavement,  utilities,  etc 253 

Total $646 
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It  should  be  noted  that  this  estimate  did  not  address  the  potential  requirement 
for  funding  additional  family  housing  at  Whiteman  AFB.  Further  study  would  be 
required  to  fully  assess  the  requirement  and  the  need  for  additional  iunds. 

BACHELOR  HOUSING 

Senator  McCain.  By  all  accounts  the  Air  Force  bachelor  housing  is  the  best 
among  the  services,  yet  the  Air  Force  leadership  believes  they  have  a  serious  hous- 
ing problem.  What  are  the  most  frequent  complaints  from  the  single  airmen  about 
the  housing? 

Mr.  DiSHNER.  Above  all,  single  airmen  living  in  our  dormitories  state  their  most 
important  housing  priority  is  privacy,  privacy,  privacy  and  the  Air  Force  senior  lead- 
ership agrees.  Even  the  standards  for  dependent  children  in  DOD  family  housing 
and  for  federal  prisoners  provide  for  private  sleeping  rooms.  Putting  our  highly 
trained,  professional  fighting  force  into  shared  dormitory  rooms  does  not  meet  their 
expectations  for  quality  housing. 

Senator  McCain.  What  is  the  Air  Force  doing  to  accommodate  these  complaints? 

Mr.  DiSHNER.  To  help  solve  the  immediate  privacy  problem  in  our  existing  dor- 
mitories, the  Air  Force  has  requested  approval  from  the  Secretary  of  Defense  to 
begin  assigning  enlisted  members  to  private  rooms.  This  would  increase  the  number 
of  unaccompanied  people  who  live  in  communities  near  our  bases  at  those  locations 
where  the  housing  is  available  and  affordable.  To  help  solve  the  longer  term  privacy 
problem,  the  military  services  have  recommended  that  the  Secretary  of  Defense 
adopt  a  new  dormitory  standard  which  features  private  sleeping  rooms  with  shared 
bathrooms  and  kitchenettes.  Once  approved,  implementing  private  rooms  in  dor- 
mitories will  have  a  significant  and  lar-reaching  positive  effect  on  the  productivity 
and  readiness  of  our  single  airmen. 

SUPPORT  FOR  AVIANO 

Senator  McCain.  Last  year,  the  Air  Force  requested  the  committee's  support  to 
fund  $19.1  million  for  three  critical  projects  for  Aviano  Air  Force  Base  in  Italy.  The 
committee  agreed  to  the  funding  with  the  understanding  that  NATO  would  provide 
additional  funding.  What  is  the  current  status  of  the  estimated  $120  million  worth 
of  facilities  requested  from  NATO? 

Mr.  DiSHNER.  The  Aviano  facility  requirements  are  currently  being  staffed 
through  various  NATO  committees  before  going  to  the  Senior  Resource  board  for 
final  approval.  We  hope  to  have  coordinations  completed  and  criteria  issues  resolved 
to  allow  the  package  to  be  reviewed  for  approval  at  their  next  meeting,  scheduled 
for  September  1995. 

Senator  McCain.  What  is  the  status  of  the  three  projects  approved  by  the  commit- 
tee— Sound  Suppressor,  Dormitories  and  Child  Development  Center? 

Mr.  DiSHNER.  The  sound  suppressor  is  18  percent  constructed  with  completion 
scheduled  for  September  1996.  The  dormitories  are  about  5  percent  built  witn  com- 
pletion scheduled  for  July  1996.  The  child  development  center  is  30  percent  com- 
plete and  should  be  finished  in  February  1996. 


[Questions  for  the  record  with  answers  suppHed  follow:] 
Questions  Submitted  by  Senator  John  McCain  to  Witnesses  of  Panel  II 

PRESIDLO  OF  SAN  FRANCISCO 

Senator  McCain.  Since  the  Army  is  leaving  the  facility,  why  are  these  being 
charged  to  the  Department  of  Defense? 

Mr.  Johnson.  The  Fiscal  Year  1995  Department  of  Defense  Appropriations  Act 
Conference  Report  identified  a  line  item  in  Operations  and  Maintenance,  Army  of 
$10  million  for  Presidio  of  San  Francisco  Infrastructure  Improvements.  Of  this 
amount,  $1.4  million  has  been  obligated  for  sewer  and  water  work  at  the  Presidio 
of  San  Francisco.  The  Army  is  working  with  the  Department  of  Interior,  National 
Park  Service,  to  identify  appropriate  projects  to  be  funded  by  the  remaining  $8.6 
million. 

In  1994,  as  part  of  an  Interagency  Agreement  negotiated  between  the  Department 
of  the  Army  and  the  Department  of  the  Interior,  the  Army  agreed  to  operate  and 
maintain  the  facilities  and  housing  required  for  Headquarters,  Sixth  U.S.  Army.  The 
Army  also  agreed  to  pay  the  National  Park  Service  a  pro-rata  share  for  common 
services  such  as  fire  protection,  emergency  medical  services,  roadways,  parking, 
traffic  control,  etc.  The  $3.7  million  figure  is  one  estimate  of  the  fair  share  common 


460 

services  cost.  The  actual  amount  will  be  calculated  using  actual  square  footage  used 
and  occupied,  in  accordance  with  a  formula  set  forth  in  me  agreement. 

Senator  McCain.  Are  there  other  obligations  that  the  Army  has  incurred  at  the 
Presidio? 

Mr.  Johnson.  Between  fiscal  year  1992  and  fiscal  year  1995,  there  has  been  a 
total  of  $79.3  million  applied  by  the  Army  against  infrastructure  repair  and  im- 
provements at  the  Presidio  of  San  Francisco.  Of  this  amount,  the  Army  spent  $10 
million  from  fiscal  year  1992  OMA  for  certain  Backlog  of  Maintenance  and  Repair 
(BMAR)  projects.  Tne  remaining  $69.3  million  was  directed  by  public  law  or  lan- 
guage in  fiscal  year  1993  through  fiscal  year  1995  to  be  spent  for  infrastructure  re- 
pair or  improvements  at  the  Presidio. 

In  1992,  as  part  of  an  agreement  negotiated  between  Department  of  the  Army  and 
Department  of  the  Interior,  the  two  Departments  agreed  on  a  list  of  Presidio  infra- 
structure rehabilitation  requirements.  Jointly  developed  cost  estimates  for  this  list 
totaled  $62.09  million.  Of  this  amount,  the  Army  agreed  to  fund  $20  million  of  the 
total  which  was  identified  as  Backlog  of  Maintenance  and  Repair  (BMAR).  The  re- 
maining amount,  $42  million,  was  identified  as  National  Park  Service  required  up- 
grades for  future  use. 

In  fiscal  year  1992,  the  Army  transferred  $10  million  above  normal  annual  operat- 
ing requirements  from  its  Operations  and  Maintenance,  Army  (OMA)  Real  Property 
Maintenance  Account  (RPMA)  to  the  Presidio  as  the  first  payment  against  the 
BMAR  backlog. 

In  fiscal  year  1993,  the  Department  of  Defense  (DOD)  Appropriations  Act  Con- 
ference Report  identified  a  line  item  in  OMA  of  $22.3  million  for  Presidio  Real  Prop- 
erty Maintenance.  The  Conference  Report  and  the  Appropriations  Act  required  that 
of  the  funds  appropriated  under  that  paragraph,  $14  million  "shall  be  available  for 
Presidio  of  San  Francisco  to  be  expended  for  ongoing  operations  and  maintenance 
costs  associated  with  the  transition  to  the  National  Park  Service,  to  be  jointly  deter- 
mined with  the  National  Park  Service."  The  Army  initially  contended  that  the  $14 
million  was  a  subset  of  the  $22.3  million  identified  as  a  line  item  in  the  Conference 
Report,  but,  in  a  separate  memorandum,  the  Office  of  Management  and  Budget 
(0MB)  stated  that  the  intent  of  Congress  was  that  the  Army  should  pay  the  $22.3 
million  in  addition  to  the  $14  million. 

Also  in  fiscal  year  1993,  the  DOD  Appropriations  Act,  DOD  RPM  Defense  re- 
quired that  "of  the  funds  identified  under  this  heading,  $27  million  shall  be  avail- 
able only  for  the  repair  of  property  identified  as  part  of  a  backlog  of  maintenance 
and  repair  projects  at  the  Presidio  of  San  Francisco." 

In  fiscal  year  1994,  the  DOD  Appropriations  Act  contained  "in  addition  to  the 
amounts  appropriated  or  otherwise  made  available  by  this  Act,  $25  million  is  hereby 
appropriated  to  the  Department  of  Defense  and  shall  be  available  only  for  transfer 
to  the  National  Park  Service,  of  which  $10  million  shall  be  available  to  repair  and 
rehabilitate  military  structures  transferred  from  the  Department  of  Defense  to  the 
National  Park  Service  as  part  of  the  Golden  Gate  National  Recreation  Area."  The 
remaining  $15  million  was  for  other  National  Park  Service  activities  at  other  loca- 
tions and  did  not  relate  to  the  Presidio. 

In  fiscal  year  1995,  as  previously  noted,  the  DOD  Appropriations  Act  Conference 
Report  identified  a  line  item  in  OMA  of  $10  million  for  Presidio  of  San  Francisco 
Infrastructure  Improvements. 

Between  fiscal  year  1992  and  fiscal  year  1995,  there  has  been  a  total  of  $79.3  mil- 
lion applied  by  the  Army  against  infrastructure  repair  and  improvements  at  the 
Presidio  of  San  Francisco. 

BARRACKS  UPGRADES 

Senator  McCain.  The  Army  has  developed  a  plan  to  allocate  $250  million  per  year 
on  barracks  modernization  efibrts  as  part  of  a  long-term  plan.  At  that  funding  level 
it  will  take  approximately  23.5  years  to  complete  the  program.  For  fiscal  year  1996 
this  program  is  funded  at  $200  million  and  for  fiscal  year  1997  at  $239  million.  If 
the  Army  has  placed  such  a  high  priority  on  this  program  why  did  it  not  fund  them 
at  the  $250  million  level? 

Mr.  Johnson.  While  there  is  never  enough  money  to  fix  everything,  the  Army 
budget  reflects  the  best  possible  program  of  the  resources  provided.  Our  highest  pri- 
ority has  been  near  term  readiness  and  this  lefl  some  holes  in  infrastructure  revital- 
ization.  Within  the  military  construction  program,  the  Army  has  placed  an  ex- 
tremely high  priority  on  improving  the  living  conditions  of  our  single  soldiers.  In 
fact,  for  fiscal  year  1996  and  fiscal  year  1997  virtually  all  discretionary  Military 
Construction,  Army  funding  is  devoted  to  barracks  construction. 
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Senator  McCain.  What  will  be  the  cost  increase  if  the  Army  adopts  the  new  bar- 
racks standard  and  how  long  will  it  take  to  convert  to  the  new  standard? 

Mr.  Johnson.  There  will  oe  no  cost  increase  or  delay  as  the  Army^s  current  bar- 
racks construction  is  already  based  on  the  new  standard  (based  on  a  waiver  from 
Office  of  the  Secretary  of  Defense). 

Senator  McCain.  Will  upgrading  the  entire  inventory  to  the  new  standard  have 
sufficient  impact  on  morale  and  readiness  to  justify  both  the  cost  and  delay? 

Mr.  Johnson.  Yes.  In  surveys,  our  soldiers  have  said  the  elements  in  the  new 
standard  (such  as  privacv,  more  storage  space,  bathrooms,  and  administrative  space 
removed  from  the  barracks)  are  key  factors  in  both  morale  and  retention. 

OVERSEAS  QUALITY  OF  LIFE  ISSUES 

Senator  McCain.  The  Army  is  funding  five  barracks  upgrade  programs  in  Korea, 
which  are  long  overdue.  What  are  the  conditions  of  the  barracks  in  Germany?  What 
plans  does  the  Army  have  to  upgrade  those  facilities?  Who  pays  for  the  upgrade  in 
Germany? 

Mr.  Johnson.  The  conditions  of  the  barracks  in  Germany  vary  tremendously. 
Many  of  the  newer  barracks  are  in  good  condition,  with  recent  construction  or  ren- 
ovation at  least  as  good  as  the  "2  +  2"  standard.  The  older  barracks,  some  of  which 
date  to  the  1800's,  have  gang  latrines  without  proper  drainage,  multiple  soldiers  per 
room,  and  inadequate  heating  and  ventilation.  The  Army  plans  to  use  the  Residual 
Value  Payment-in-Kind  program  to  fund  the  majority  of  the  barracks  upgrades  in 
Germany.  Through  fiscal  year  1996,  the  Army  has  programmed  $80.5  million  in 
Payment-in-Kind  construction  for  the  upgrade  of  barracks  in  Germany.  The  actual 
payment  for  this  construction  is  handled  by  the  German  Government,  and  charged 
against  residual  value  settlements  due  the  United  States  for  the  value  of  improve- 
ments to  installations  returned  to  the  German  Government. 

TRANSFER  OF  UTILITIES 

Senator  McCain.  In  the  fiscal  year  1996  legislative  proposal  the  Army  is  request- 
ing the  conveyance  of  a  Resource  Recovery  Facility,  Waste  and  Waste-Water  Treat- 
ment Plants,  and  Electrical  Utility  System  to  the  local  community  or  utility.  What 
is  ♦.he  rational  for  the  conveyance?  Will  the  Army  still  be  liable  for  any  environ- 
mental issues  involving  these  facilities? 

Mr.  Johnson.  The  local  utilities  want  to  own  Army  systems  to  meet  their  expan- 
sion requirements  or  to  help  solve  their  environmental  problems.  The  Army  wants 
to  get  out  of  the  utility  busmess  where  we  can,  because  it  is  less  expensive  for  the 
local  utilities  to  operate  and  maintain  the  systems  than  the  Army,  and  we  also  want 
to  help  solve  local  and  regional  utility  and  environmental  problems.  All  of  the  utility 
systems  the  Army  is  proposing  to  transfer  are  in  full  compliance  with  the  Environ- 
mental Protection  Agency  standards.  These  transfers  help  solve  local  utility  expan- 
sion requirements.  It  is  a  win-win  situation  for  the  local  utilities  and  the  Army. 

NATO  INFRASTRUCTURE 

Senator  McCain.  In  response  to  the  advance  questions,  the  Army  identified  $145 
million  in  projects  eligible  for  NATO  funding.  These  projects,  sucn  as  airfield  up- 
grades, improving  rauheads  and  fuel  systems,  all  appear  to  relate  to  strategic 
deployability.  How  time  sensitive  are  these  projects? 

Mr.  Johnson.  While  all  the  projects  have  some  degree  of  time-sensitivity,  the 
most  critical  projects  were  funded  in  the  fiscal  year  1995  Military  Construction, 
Army  budget:  the  ammunition  holding  pads  at  Marine  Ocean  Terminal  Sunny  Point, 
NC,  and  tne  mobilization  deployment  warehouse  at  Fort  Benning,  GA.  Prefinancing 
statements  for  these  projects  have  been  submitted  to  NATO,  which  ensures  the 
recoupment  of  funds  if  the  projects  are  eventually  programmed  by  NATO. 

Senator  McCain.  When  ao  you  anticipate  receiving  NATO  infrastructure  funds  for 
these  projects? 

Mr.  Johnson.  NATO  funding  for  these  projects  is  dependent  on  member  nations' 
support  of  the  operational  requirement  and  the  level  of  available  NATO  resources. 
Recent  reductions  to  the  NATO  program  have  exacerbated  funding  problems.  Full 
support  for  the  Department's  fiscal  year  1996  budget  request  of  $179  million  is  es- 
sential to  allow  NATO  programming  of  the  Army  requirements. 

Senator  McCain.  Do  you  believe  NATO  is  responsive  to  the  Army's  infrastructure 
requirements  to  support  a  NATO  mission? 

Mr.  Johnson.  In  recent  years,  the  review  process  for  this  NATO  program  was 
often  slow  and  involved.  This  was  due,  in  part,  to  changes  in  the  NATO  force  and 
base  structure  and  the  comprehensive  restructuring  of  the  program.  Currently,  force 
and  base  levels  have  stabilized  and  progranuning  procedures  are  well  defined.  The 
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program  is  expected  to  be  more  responsive,  however  adequate  funding  levels  must 
De  maintained  to  allow  timely  programming  of  identified  U.S.  requirements. 

LONG-TERM  STRATEGIES 

Senator  McCain.  I  appreciate  the  Department's  elTorts  in  focusing  on  improving 
the  conditions  of  and  providing  additional  quality  of  life  facilities  by  increasing  the 
funding  levels  in  related  accounts — whether  for  single  service  member  quarters, 
military  family  housing,  or  general  maintenance  and  repair  of  facilities.  However, 
I  am  concerned  that  these  funding  initiatives  are  merely  near-term  improvements 
rather  than  part  of  a  long-term  funding  strategy.  Many  of  the  backlogs  and  sub- 
standard conditions  evolved  over  a  30-year  period  and  will  not  be  solved  by  a  2- 
3  year  funding  spike. 

How  do  we  ensure  that  those  who  follow  in  your  footsteps  and  those  of  other  De- 
partment officials  continue  to  carry  out  the  commitment  to  improve  living  and  work- 
ing conditions? 

Mr.  Johnson.  The  Army  can  point  to  its  Whole  Barracks  Renewal  program  as  an 
example  of  our  long-term  commitment.  We  have  placed  an  extremely  high  priority 
on  improving  the  living  conditions  of  our  single  soldiers.  The  Army's  goal  is  to  fund 
$250  million  per  year  in  new  barracks  construction  in  CONUS  alone.  For  fiscal  year 
1996  and  fiscal  year  1997,  virtually  all  discretionary  Military  Construction,  Army 
funding  is  devoted  to  barracks  construction.  This  commitment  comes  at  the  cost  of 
sacrificing  other,  critically  needed  infrastructure  revitalization.  The  Army  makes 
this  commitment  recognizing  that  improving  the  quality  of  life  for  our  soldiers  is  a 
vital  component  of  readiness. 

Senator  McCain.  Can  a  long-term  strategy  for  these  initiatives  be  driven  by  the 
mind-set  of  current  and  future  leadership  rather  than  by  policy? 

Mr.  Johnson.  The  best  evidence  of  the  success  of  our  commitment  is  that  the 
leadership  of  the  Army  and  of  the  Department  of  Defense  have  included  quality  of 
life  (QOL)  in  the  military  readiness  equation.  This  is  a  historic  turning  point  in  our 
view  of  the  importance  of  QOL.  All  of  the  Army's  current  leadership  is  committed 
to  the  linkage  between  QOL  and  readiness,  and  this  view  is  being  cultivated  among 
the  Army's  future  leaders  as  well.  As  long  as  we  hold  readiness  as  the  critical  indi- 
cator of  a  successful  Army  in  peacetime,  the  commitment  to  QOL  will  survive  in  the 
long  term. 

brac  accounts 

Senator  McCain.  If  Congress  fully  funds  the  fiscal  year  1996  BRAC  request,  will 
each  service  have  adequate  funds  available  to  support  their  1991  and  1993  BRAC 
requirements  in  fiscal  year  1996? 

Mr.  Johnson.  The  Army's  request  for  BRAC  91  and  BRAC  93  funding  fully  sup- 

f)orts  all  known  requirements  in  both  accounts  to  include  environmental  restoration 
or  fiscal  year  1996. 

REAL  PROPERTY  MAINTENANCE  AND  REPAIR 

Senator  McCain.  Does  the  fiscal  year  1996  request  for  the  Real  Property  Mainte- 
nance Accounts  provide  sufficient  funds  to  support  all  of  vour  service's  most  critical 
projects  in  the  backlog?  If  not  what  is  the  shortfall  and  what  are  the  unfunded  criti- 
cal requirements? 

Mr.  Johnson.  The  fiscal  year  1996  OMA  reauest  for  the  Real  Property  Mainte- 
nance Accounts  does  not  provide  sufficient  funds  to  support  all  of  the  Army's  most 
critical  projects.  The  fiscal  year  1996  Annual  Requirements  for  Real  Property  Main- 
tenance (RPM)  accounts  are  under  funded  by  $523  million.  Of  that  $523  million, 
$298  million  is  for  mission  critical  RPM.  The  following  are  examples  of  the  impact 
of  not  making  these  mission  critical  repairs.  The  quality  of  life  of  the  soldier  is  af- 
fected by  the  deteriorating  condition  o(^  barracks,  deteriorating  central  and  individ- 
ual building  heating  plants,  deteriorating  water  and  sewage  systems  and  plants, 
and  deteriorating  electrical  systems.  The  living  conditions  oi  the  soldier  have  a  di- 
rect impact  on  the  morale  and  retention  of  soldiers  which  affects  productivity  and 
mission  accomplishment.  Inadequately  maintained  and  deteriorating  maintenance 
facilities  reduce  the  forces  capability  to  properly  maintain  and  repair  fighting  equip- 
ment. Although  these  critical  RPM  requirements  are  currently  unfunded,  it  may  be 
necessary  during  the  year  of  execution  to  realign  some  resources  to  accomplish  this 
critical  RPM  repair. 

Senator  McCain.  It  may  be  to  early  to  tell,  but  are  the  initial  results  of  the  CAS 
surveys  finding  that  past  backlogs  estimated  are  about  right,  overstated,  or  under- 
stated? 


463 

Mr.  Johnson.  The  Condition  Assessment  Survey  (CAS)  program  calls  for  facility 
surveys  and  multi-year  Maintenance  and  Repair  Plans  (MYMARPs)  at  four  Army 
installations  (Forts  Stewart,  GA;  Bragg,  NC;  Hood,  TX;  and,  Knox,  KY).  As  of  May 
30,  1995  CAS  surveys  have  been  completed  at  Fort  Stewart  and  Fort  Bragg.  The 
preliminary  MYMARPs  show  substantially  greater  maintenance  requirements  then 
the  previously  reported  backlog.  CAS  represents  a  different  concept  of  determining 
RPM  requirements  (a  Fence  to  Fence  survey  of  the  total  RPM  needs  for  all  of  the 
installations  real  property  facilities),  while  the  backlog  represents  those  RPM  re- 

?[uirements  which  had  been  planned  on  a  work  plan  for  accomplishment  during  the 
iscal  year  and  remained  as  an  unfinanced  requiren»ent  at  the  end  of  the  fiscal  year. 
Backlog  is  then  carried  forward  until  accomplished. 

CHEMICAL  DEMILITARIZATION  FACILITIES 

Senator  McCain.  Have  "lessons  learned"  from  the  design  and  construction  of  the 
demilitarization  facilities  at  Johnson  Atoll  and  Tooele  Army  Depot  been  appHed  to 
the  on-going  construction  of  the  facilities  at  Pine  Bluff  Arsenal,  AR  and  Umatilla 
Depot,  OR? 

Mr.  Johnson.  Yes;  the  construction  contract  solicitations  for  the  Pine  Bluff  Chem- 
ical Agent  Demilitarization  Facility  (PBCDF")  at  Pine  Bluff  Arsenal,  AR  and 
Umatilla  Chemical  Agent  Demilitarization  Facility  (UMCDF*)  at  Umatilla  Depot, 
OR,  do  incorporate  the  design  and  construction  lessons  learned  from  the  Johnston 
Atoll  Chemical  Agent  Disposal  System  (JACADS)  at  Johnston  Atoll  and  Tooele 
Chemical  Agent  Disposal  Facility  (TOCDF)  at  Tooele  Army  Depot.  To  date,  over 
20,000  lessons  learned  from  various  sources,  including  JACADS  and  TOCDF,  have 
been  evaluated  for  incorporation  into  these  solicitations.  Design  and  construction,  as 
well  as  other  lessons  learned,  will  continue  to  be  incorporated  into  these  facilities 
as  they  are  identified  in  order  to  ensure  the  safest  and  most  environmentally  accept- 
able project. 

ARMY  MUSEUM 

Senator  McCain.  The  Army  request  for  $17  million  to  purchase  land  in  Arlington, 
Virginia  for  the  future  site  of  the  National  Museum  of  the  U.S.  Army  has  received 
much  attention  over  the  last  few  months.  To  what  extent  has  the  Army  surveyed 
or  reviewed  sites  outside  of  Washington's  "monumental  corridor'? 

Mr.  JOH.NSON.  The  overwhelming  majority  of  the  60-plus  sites  surveyed  by  the 
Army  during  the  past  10  years  have  been  outside  the  Monument  Corridor  but  rel- 
atively close  to  it.  All  had  strong  detractors  such  as  unavailability  for  acquisition, 
excessive  cost,  planned  use  for  other  projects,  objection  by  review  agencies,  or  lack 
of  accessibility  for  visitors.  Additionally,  informal  discussions  with  business  and 
military  leaders  as  well  as  professional  fund  raisers  have  all  indicated  that  a  site 
distant  from  the  Monument  Corridor  will  not  support  the  fund-raising  effort. 

Senator  McCain.  What  is  the  Army's  rationale  for  limiting  its  search  for  potential 
museum  sites? 

Mr.  Johnson.  The  National  Museum  of  the  United  States  Army  (NMUSA)  is  sited 
in  the  Nation's  Capital  as  recognition  of  the  prestige  and  role  of  the  Army  in  the 
development  of  the  Nation.  It  will  afford  a  greater  opportunity  for  the  20  million 
American  and  foreign  tourists,  who  annually  visit  Washington,  to  learn  about  our 
Army.  As  part  of  the  Headquarters,  Department  of  the  Amiy,  NMUSA  must  have 
daily  contact  in  order  to  provide  historical  perspective  to  staff  actions  and  current 
operations.  This  location  will  permit  access  to  the  historical  resources  of  the  Na- 
tional Archives,  Library  of  Congress,  and  Smithsonian  Institution,  as  well  as  the 
museums  of  the  Navy  and  Marine  Corps.  Siting  on  a  regional  military  installation 
would  inhibit  this  national  role  and  make  a  national  fund-raising  campaign 
inexecutable.  It  is  important  for  NMUSA  to  be  in  the  Nation's  Capital.  The  Army 
must  reach  the  general  public,  for  its  story  is  the  story  of  the  development  of  this 
Nation.  The  Army  created  the  Nation  through  war  and  preserved  it  in  peace, 
through  submission  to  civilian  rule. 

Senator  McCain.  What  is  the  current  assessment  value  of  this  property? 

Mr.  Johnson.  The  $17  million  is  based  on  an  Army  appraisal  using  in-house  re- 
sources and  includes  a  negotiation  contingency. 

Senator  McCain.  As  I  recall,  a  closed  Exxon  service  station  remains  on  the  pro- 
posed museum  site.  What  environmental  studies  or  cleanup  activities  associated 
with  the  service  station  have  been  initiated  and/or  completed  to  ensure  that  the 
property  is  environmentally  sound  before  changing  ownership? 

Mr.  Johnson.  The  Armv  prepared  an  Environmental  Assessment  in  December 
1994,  and  a  Finding  of  No  Significant  Impact  resulted.  The  owner  of  the  Twin 
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Bridges  site,  Equitable  Real  Estate  Investment  Management,  Inc.  is  responsible  for 
any  environmental  cleanup  required  on  the  property. 

CONGRESSIONAL  REPORTING  REQUIREMENTS 

Senator  McCain.  What  congressionally  mandated  Military  Construction  reporting 
requirements  do  you  consider  as  no  longer  necessary?  Please  explain. 

Mr.  DiSHNER.  There  are  two  mandated  reporting  requirements  that  we  believe 
add  little  to  no  value  to  the  process,  cost  unnecessary  time  and  money,  and  should 
be  eliminated: 

THtle  10,  use  2807,  Architectural  and  Engineering  Services  and  Construction  De- 
sign.— This  requires  the  Secretary  of  the  Air  Force  to  notify  Congress  and  wait  21 
days  before  proceeding  with  design  of  a  Military  Construction  project  not  otherwise 
authorized  by  law  when  the  estimated  cost  of  design  exceeds  $300,000.  This  is  a 
labor  intensive  process  which  requires  extensive  coordination  of  packages  through- 
out the  Secretariat.  Total  process  for  each  package  takes  approximately  3  months. 
This  unnecessarily  delays  the  start  of  a  large  project  which  generally  requires  more 
time  to  design  due  to  its  complexity.  In  the  past  2  years,  we  have  notified  the  Con- 
gress on  120  of  these  projects  and  have  had  three  responses  as  a  result  of  the  notifi- 
cations. We  feel  this  process  delays  project  execution  with  little  value  added. 

Title  10,  use  2805,  Unspecified  Minor  Construction. — ^This  requires  the  Secretary 
of  the  Air  Force  to  notify  Congress  and  wait  21  days  before  proceeding  with  an  un- 
specified minor  construction  project  costing  more  than  $500,000.  The  unspecified 
minor  construction  program  is  limited  to  projects  costing  $1.5  million  or  less  and 
the  funds  appropriated  for  the  program  averag;  less  than  $10  million  per  year.  The 
relatively  low  dollar  amount  of  this  appropriation,  the  cost  limitations  on  projects 
and  service  Secretary  approval  requirements  provide  sufficient  controls  on  this  au- 
thorization. These  notification  packages  go  through  the  same  labor  intensive  coordi- 
nation process  as  the  2807  notification. 

UNSPECIFIED  MINOR  CONSTRUCTION 

Senator  McCain.  Both  the  House  and  Senate  in  report  language  directed  the  use 
of  unspecified  minor  construction  funds  for  various  projects.  How  many  projects 
were  directed?  What  was  the  funding  requirement  for  these  projects?  What  percent- 
age of  the  total  unspecified  minor  construction  authorization  was  dedicated  to  these 
projects? 

Mr.  Dishner.  Only  one  project,  Alter  Mission  Equipment  Facility  at  Moody  AFB, 
GA,  was  directed  by  the  House  or  Senate  for  this  appropriation.  The  funding  re- 
quirement for  this  project  is  $901,000.  This  project  is  12.8  percent  of  the  $7.0  mil- 
lion appropriated  for  unspecified  minor  construction  in  fiscal  year  1995.  We  are 
reprogramming  $1.75  million,  the  maximum  legal  amount,  to  fund  this  requirement 
along  with  another  urgent  requirement. 

DOLLAR  DEVALUATION 

Senator  McCain.  What  impact  will  the  dollar  devaluation  have  on  current  over- 
seas construction  programs?  How  will  you  compensate  for  any  shortfall? 

Mr.  Dishner.  For  the  past  10  years,  most  Air  Force  overseas  construction  has 
been  in  Belgium  (down  22  percent  from  the  fiscal  year  1996  budgeted  rate),  Ger- 
many (-20  percent),  and  the  United  Kingdom  (-8  percent).  Fortunately,  no  current 
obligations  are  in  Japanese  yen  (also  -20  percent).  Although  the  Air  Force  is  cur- 
rently breaking  even  on  foreign  currency  fluctuation,  the  majority  of  construction 
contracts  to  be  disbursed  in  the  next  few  years  were  budgeted  at  much  lower  1980*8 
budget  rates.  This  means  that  the  Air  Force  will  need  to  source  foreign  currency 
fluctuation  requirements  by  reprogramming  savings  from  major  construction 
projects  or  through  direct  appropriation.  The  reduced  fiscal  year  1995  and  fiscal 
year  1996  MILCON  programs,  the  fiscal  year  1995  $40  million  general  reduction 
and  $3  million  rescission,  and  the  increasingly  devaluated  dollar  will  make  it  very 
difficult  for  the  Air  Force  to  continue  to  internally  source  future  foreign  currency 
fluctuation  accounts  for  the  devalued  dollar. 

The  impact  of  the  current  dollar  devaluation  on  the  Air  Force  Military  Family 
Housing  (MFH)  Construction  Program  is  expected  to  be  minimal.  Due  to  a  morato- 
rium on  the  overseas  housing  construction  program,  there  have  been  no  new  over- 
setis  projects  since  fiscal  year  1991.  Since  less  than  $5  million  remains  to  be  ex- 
pended on  overseas  projects,  the  MFH  account  can  sustain  these  fluctuations  in  the 
short  run. 

The  Base  Realignment  and  Closure  (BRAC)  Program  is  CONUS  only  and  does  not 
have  any  overseas  construction  projects. 
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IDAHO  TRAINING  RANGE 

Senator  McCain.  The  Air  Force  has  requested  $8  million  for  the  Idaho  Training 
Range  in  its  flscal  year  1996  budget  request.  How  does  the  Air  Force  propose  to 
spend  these  funds?  What  is  the  status  of  the  draft  supplemental  Environmental  Im- 
pact Statement  Secretary  Widnall  said  the  Air  Force  would  prepare? 

Mr.  DiSHNER.  Pending  completion  of  the  ongoing  environmental  impact  analysis 

Erocess  for  the  Idaho  Training  Range,  the  Air  Force  project  calls  for  the  funds  to 
e  used  for  necessary  construction  for  the  North  Range.  Once  a  Record  of  Decision 
is  signed,  any  required  land  would  be  purchased  and  we  would  also  begin  designing 
the  proiect.  The  project  consists  primarily  of  roads  and  infrastructure,  the  c&sign 
of  wnicn  is  relatively  simple.  We  would  be  ready  to  award  the  construction  project 
soon  thereafter.  The  Air  Force  remains  conunitted  to  the  Idaho  Training  Range  and 
to  the  EIS  process  that  has  been  initiated,  and  continues  to  work  on  the  supple- 
mental EIS. 

Senator  McCain.  To  what  extent  has  the  White  House  involved  itself  in  the  Idaho 
Training  Range  EIS  process?  Is  it  true  that  Deputy  Secretary  of  Defense  Deutch  and 
Under  &cretary  of  the  Air  Force  de  Leon  have  gone  to  the  White  House  to  support 
the  EIS  process  and  the  development  of  the  Idfuio  Training  Range?  Is  it  true  they 
have  been  unsuccessful? 

Mr.  DiSHNER.  The  Secretary  of  the  Air  Force  and  her  staff  have  met  or  discussed 
the  Idaho  Training  Range  with  a  wide  variety  of  Federal  officials  and  staff  from  the 
Department  of  Interior,  the  Department  of  Justice,  the  Department  of  Defense,  the 
White  House,  0MB,  and  the  Environmental  Protection  Agency.  We  have  met  with 
members  of  the  Idaho  congressional  delegation  and  their  stalls  and  with  staff  from 
various  Senate  and  House  committees.  We  have  met  with  the  Governor  of  Idaho  and 
his  staff,  with  the  Idaho  Air  National  Guard,  with  Idaho  Fish  and  Game  and  other 
State  agency  olTicials,  with  the  Chairman  of  the  Shoshone-Paiute  Tribes  and  other 
representatives,  and  with  representatives  of  organizations,  all  in  an  effort  to  iden- 
tity concerns,  develop  solutions,  and  build  consensus.  We  have  held  these  meetings 
here  in  Washington,  DC,  and  we  have  traveled  to  Idaho  to  meet  with  people  there 
and  to  view  the  areas  described  in  the  EIS.  We  have  also  held  public  hearings  and 
received  a  tremendous  amount  of  correspondence  on  the  ITR.  The  Air  Force  is  mov- 
ing forward  with  the  supplemental  EIS  process.  We  and  the  administration  are  com- 
mitted to  the  readiness  of  the  366th  Composite  Wing  at  Mountain  Home  Air  Force 
Base. 

Senator  McCain.  Is  it  true  that  the  White  House  has  prevented  the  Air  Force 
from  going  forward  with  the  draft  supplemental  EIS?  If  not,  please  detail  what  work 
on  the  draft  supplemental  EIS  has  already  been  completed?  Is  it  true  Secretary 
Widnall  stated  her  intent  to  prepare  a  draft  supplemental  EIS  on  October  4,  1994? 
When  does  the  Air  Force  expect  to  complete  the  draft  supplemental  EIS? 

Mr.  DiSHNER.  In  letters  dated  October  4,  1994,  to  the  Idaho  congressional  delega- 
tion, the  Governor  of  Idaho,  and  other  State  government  officials,  &cretaiy  Widnall 
stated  that  the  Air  Force  would  release  a  supplemental  EIS.  The  Air  Force  has 
worked  diligently  on  the  proposal  and  continues  to  do  so.  We  are  working  to  finalize 
possible  alternatives  for  inclusion  in  the  draft  supplemental  EIS.  We  are  naving  dis- 
cussions with  the  Shoshone-Paiute  Tribes  and  with  the  Department  of  Interior  con- 
cerning the  cooperative  role  they  must  continue  to  play  in  the  EIS  process.  We  will 
also  discuss  the  possible  alternatives  with  the  State  of  Idaho.  Meanwhile,  the  Air 
Combat  Command  is  having  its  contractor  for  the  supplemental  EIS  work  on  the 
document.  There  is  not,  however,  an  estimated  completion  date  at  this  time  because 
of  the  nature  of  the  work  remaining.  We  look  forward  to  working  with  the  Congress, 
in  particular  the  Idaho  delegation,  on  resolving  the  issues  surrounding  the  ITR. 

SAILPLANE  HANGAR 

Senator  McCain.  The  Air  Force  is  requesting  $3.7  million  for  the  construction  of 
a  sailplane  hangar  at  the  Air  Force  Academy  for  fiscal  year  1996.  Why  is  this 
project  a  higher  priority  than  the  upgrade  of  the  Prep  School  Dormitory  which  the 
Air  Force  supported  as  a  congressional  add  to  the  fiscal  year  1995  MILCON  pro- 
gram because  of  safety  concerns? 

Mr.  DiSHNER.  The  primary  change  since  last  year  is  Air  Education  and  Training 
Command's  plan  to  send  300  Reserve  OfTicer  Training  Corps  students  annually  to 
participate  in  the  Academy  sailplane  program.  This  action  will  generate  12,000  ad- 
ditional sorties  per  year  which  will  compound  the  existing  soaring  program  safety 
deficiencies.  Based  on  this  mission  change,  and  a  reevaluation  of  all  Academy  safety 
deficiencies,  the  Superintendent  has  prioritized  the  sailplane  hangar  proiect  above 
the  Prep  School  Dormitory.  The  Prep  School  Dormitory  remains  a  nigh  priority 
project  for  the  Air  Force  Academy. 
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READINESS  OF  RESERVES 

Senator  McCain.  It  seems  that  over  the  past  several  years  the  military  construc- 
tion budget  reauests  have  shortchanged  the  Guard  and  Reserve  accounts  in  terms 
of  funding  facility  requirements  that  support  weapons  conversions  and  additional 
training  requirements.  In  shifting  active  duty  equipment  and  missions  to  the  Guard 
and  Reserves,  is  proper  consideration  given  to  the  ability  of  the  receiving  units  to 
properly  house  and  maintain  this  equipment  and  train  for  these  new  responsibil- 
ities. 

Mr.  DiSHNER.  Facility  shortfalls  play  a  significant  role  in  unit  readiness.  Quality 
work  and  training  areas  enhance  the  unit  cohesion,  morale,  espirit  de  corps,  effi- 
ciency, recruiting  and  retention.  Old  and  antiquated  facilities,  that  have  health  and 
safety  hazards,  tend  to  lower  the  unit  morale  efficiency  and  housekeeping  functions. 
This  in  turn,  impacts  negatively  on  the  maintenance  oithe  equipment  and  readiness 
inspections.  New  recruits  are  not  impressed  with  military  life  and  turn  away  if  they 
are  forced  to  work  and  train  in  hazardous  conditions.  The  Air  Force  has  established 
the  Commander's  Facility  Assessment  (CFA).  The  CFA  is  the  proper  vehicle  for  the 
unit  commanders  to  assess  the  impact  of  each  facility  on  the  unit  mission.  Guard 
and  Reserve  facility  requirements  needed  to  support  weapons  conversions  and  new 
training  requirements  are  identified  and  presented  before  the  Air  Force  Resource 
Allocation  Teams,  Air  Force  Board,  and  Air  Force  Council  for  funding  support.  As 
with  unfunded  Active  Air  Force  requirements.  Guard  and  Reserve  requirements  are 
adequately  considered,  but  the  constrained  budget  prevents  all  identified  require- 
ments from  being  funded.  Only  the  most  mission  critical  projects  survive  the  strin- 
gent budget  review  process. 

Senator  McCain.  Do  facility  shortfalls  affect  the  readiness  of  our  Guard  and  Re- 
serve personnel  and  the  readiness  of  Guard  and  Reserve  equipment? 

Mr.  DiSHNER.  Yes.  It  appears  that  the  Air  National  Guard  has  in  the  past  been 
shortchanged  in  funding  for  facility  requirements  to  support  weapon  system  conver- 
sions. This  shortfall  was  caused  by  numerous  factors,  some  of  wnich  include  accel- 
eration of  aircraft  conversions  and  the  Military  Construction  process  providing  fa- 
cilities which  are  late  to  need;  budget  reductions  associated  with  the  unknown  of 
the  Base  Realignment  and  Closure  (BRAC)  process;  and  the  changing  force  struc- 
ture. During  the  transferring  of  new  missions  to  the  Air  National  Guard  the  facility 
requirements  and  costs  were  addressed.  When  there  were  insufficient  funds,  the  Air 
National  Guard  was  forced  to  establish  relative  priorities  by  shifting  funds  from  the 
account  which  supports  facility  modernization  to  those  accounts  which  support  air- 
craft conversions.  When  it  was  possible,  interim  workarounds  using  Real  Property 
Maintenance  funds  were  used. 

Senator  McCain.  It  seems  that  over  the  past  several  years  the  military  construc- 
tion btidget  requests  have  shortchanged  the  Guard  and  Reserve  accounts  in  terms 
of  funding  facility  requirements  that  support  weapons  conversions  and  additional 
training  requirements.  In  shifting  active  duty  equipment  and  missions  to  the  Guard 
and  Reserve,  is  proper  consideration  given  to  the  ability  of  the  receiving  units  to 
properly  house  and  maintain  this  equipment  and  train  for  these  new  responsibil- 
ities? 

Mr.  DiSHNER.  Guard  and  Reserve  facility  requirements  needed  to  support  weap- 
ons conversions  and  new  training  requirements  are  identified  and  presented  before 
the  Air  Force  Resource  Allocation  Teams,  Air  Force  Board,  and  Air  Force  Council 
for  funding  support.  As  with  unfunded  Active  Air  Force  requirements.  Guard  and 
Reserve  requirements  are  considered,  but  the  constrained  budget  prevents  all  iden- 
tified requirements  from  being  funded.  Only  the  most  mission  critical  projects  sur- 
vive the  stringent  budget  review  process. 

Senator  McCain.  Do  facility  shortfalls  affect  the  readiness  of  our  Guard  and  Re- 
serve personnel  and  the  readiness  of  Guard  and  Reserve  equipment? 

Mr.  DiSHNER.  Reserve  facility  shortfalls  do  affect  the  readiness  of  our  Reserve  per- 
sonnel and  equipment.  Personnel  must  operate  in  inadequately  sized  and  configured 
facilities  while  they  wait  for  permanent  facilities  to  be  funded  and  built.  Equipment 
cannot  be  properly  maintained  and  operated  without  the  necessary  support  facili- 
ties. Temporary  solutions  and  workarounds  are  now  in  place  at  several  locations 
that  have  already  undergone  conversions  without  the  necessary  facilities  support. 

FUTURE  BRAC 

Senator  McCain.  Does  General  Fogleman's  view  represent  the  view  of  the  Depart- 
ment of  the  Air  Force  overall?  If  another  round  of  base  closures  were  to  occur,  when 
should  it  take  place  and  what  type  of  process  should  be  used?  What  consequences 
would  the  Air  Force  face  if  excess  capacity  were  not  further  reduced  after  BRAC 
1995? 
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Mr.  DiSHNER.  The  view  of  the  Department  of  the  Air  Force  is  that  there  needs 
to  be  some  delay  before  any  subsequent  BRAC  round.  The  Air  Force  needs  time  to 
complete  implementation,  assess  the  Hnancial  impact  (both  costs  and  savings),  and 
absort)  the  impact  from  past  BRAC  decisions,  including  1995  actions. 

While  excess  capacity  nas  the  potential  to  absorb  some  resources,  and  appropriate 
level  of  reserve  capacity  should  be  maintained  to  provide  surge  capability  in  re- 
sfwnse  to  any  contingency  and  to  allow  for  the  potential  absorption  of  overseas- 
based  force  structure.  In  addition,  the  costs  associated  with  the  elimination  of  excess 
capacity  may  have  a  greater  impact  on  readiness,  modernization,  and  quality  of  life 
programs  than  the  costs  of  the  excess  capacity  itself. 

Senator  McCain.  Many  times  the  services  run  into  problems  executing  BRAC  de- 
cisions and  require  modifications  to  these  decisions.  If,  after  the  existing  base  clo- 
sure law  expires,  the  Air  Force  requires  any  modifications  to  previous  BRAC  deci- 
sions, how  snould  these  modifications  be  addressed? 

Mr.  DiSHNER.  This  is  an  important  issue.  The  Air  Force  looks  forward  to  the  op- 
portunity to  work  with  the  committee  to  consider  whether  new  legislation  is  re- 
quired to  address  the  issue. 

Senator  McCaIN.  During  the  debate  on  the  Supplemental  Appropriations  bill,  it 
was  alleged  that  the  Department  of  Defense  had  almost  a  $1  billion  in  unobligated 
funds  in  the  Base  Closure  and  Realignment  Accounts.  Please  provide  the  amount 
of  unobligated  funding  for  each  account  as  of  March"  1995? 

Mr.  DiSHNER.  The  lollowing  chart  shows  unobligated  funds  as  of  March  31,  1995. 

[Dollars  in  thousands) 

AiaibhiJih.  Obligated  Unobligated  Percent 

nniBDany  ^^^^^^  ^^^^^^  Obligated 

BRAC  88 $1,051,449   $909,548   $141,901    86.5 

BRAC  91  1.195,159    930,880    264,279    77.89 

BRAC  93 520.697    314.800    205,897    60.46 

IMPROVING  QUALITY  OF  UFE 

Senator  McCain.  What  is  the  Air  Force's  financial  share  of  this  initiative  and 
what  specific  improvements  should  result  from  this  plan? 

Mr.  DiSHNER.  Secretary  Perry's  $2.7  billion  Quality  of  Life  initiative  annually  pro- 
vides $450  million  in  fiscal  years  1996-2001  to  improve  facility  and  personnel  pro- 
grams. The  Air  Force  received  $206.1  million  across  those  years  for  its  compensation 
programs.  In  terms  of  facility  programs,  the  Air  Force  received  funds  in  fiscal  year 
1996  with  funding  in  the  remaining  years  being  decided  by  the  Quality  of  Life  Task 
Force.  For  fiscal  year  1996,  the  Air  Force  share  is  $47  million  for  housing  revitaliza- 
tion.  The  $30  million  in  the  Military  Family  Housing  Improvement  program  will  re- 
place 420  homes.  The  remaining  $17  million  will  revitalize  362  dormitory  spaces  at 
three  separate  locations. 

Senator  McCaIN.  It  seems  that  quality  of  life  goes  beyond  bricks  and  mortar.  Is 
the  Air  Force  pursuing  other  quality  of  life  initiatives  or  programs — other  than  in- 
creasing the  funding  for  barracKs  and  family  housing  construction  and  renovations? 

Mr.  DiSHNER.  We  have  established  seven  priorities  that  we  will  actively  and  sub- 
stantially pursue.  Some  of  the  initiatives  involve  continuing  programs  that  are  al- 
ready funded  and  which  we  will  continue  to  support.  Some  are  new  items  we  have 
funded  in  the  fiscal  year  1996  President's  budget  that  we  look  forward  to  working 
with  the  Congress  to  achieve.  The  remaining  items  are  areas  we  will  work  as  fund- 
ing becomes  available.  Viewed  in  its  entirety,  our  priority  list  provides  us  a  com- 
prehensive, coordinated  approach  to  make  significant  improvements  in  the  Quality 
of  Life  of  every  member  of  the  Air  Force  team.  Our  priorities  are: 

1.  Pursue  fair  and  equitable  compensation  and  benefits,  including  supporting  full 
pay  raises  allowed  by  law  and  decreasing  member  out-of-pocket  PCS  costs. 

2.  Provide  access  to  safe,  affordable  housing  by  increasing  our  investment  in  fam- 
ily housing  and  dormitories,  closing  the  quarters  allowance  absorption  gap,  and  sup- 
porting housing  allowance  reform. 

3.  Fhrovide  access  to  quality  health  care  for  active  duty  members  and  their  fami- 
lies, including  a  Tricare  HMO  option  with  no  enrollment  fees  and  increased  funding 
in  preventive  health  care  programs. 

4.  Decrease  family  separation  and  personal  hardship  of  active  duty  personnel  by 
funding  and  redistributing  ANG  and  AFR  man-days. 

5.  Increase  and  enhance  support  to  our  community  programs  by  preserving  com- 
missary benefits,  increasing  funding  support  for  MVVR  programs  (includes  child  de- 
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velopment  programs)  and  supporting  the  upgrade/renovation  of  on-base,  federally- 
owned  schools  to  meet  education  standards. 

6.  Preserve  the  retirement  system  and  benefits. 

7.  Expand  education  tuition  opportunities  and  access  by  preserving  tuition  assist- 
ance. 

Senator  McCain.  To  what  extent  does  the  Air  Force  consider  the  condition  and 
standards  of  workplace  environments  as  part  of  its  definition  of  quality  of  life? 

Mr.  DlSHNER.  The  Air  Force  considers  workplace  revitalization  to  oe  an  integral 
part  of  quality  of  life,  as  well  as  readiness.  In  fact,  as  part  of  its  briefing  to  the 
Quality  of  Life  Task  Force,  the  Air  Force  was  the  strongest  proponent  of  advocating 
for  quality  of  life  in  the  workplace.  We  put  a  hi^h  priority  on  quality  of  life  for  our 
people  and  this  obligation  extends  from  the  facilities  where  the^  woric  to  the  dor- 
mitories and  houses  they  call  home.  Of  the  $479  million  in  the  fiscal  year  1996  Air 
Force  Military  Construction  budget  request,  $50.3  million  will  improve  workplaces 
for  our  peoole.  The  environment  we  provide  in  the  workplace  contributes  major  divi- 
dends to  the  Air  Force  through  increased  productivity  and  retention  of  highly 
trained  personnel. 

Senator  McCain.  The  Department  has  established  new  standards  for  enlisted 
bachelor  quarters — two  sleeping  areas  sharing  a  common  bathroom  and  kitchen 
area.  What  is  your  service's  position  on  implementing  these  standards  for  barracks 
upgrades  authorized,  but  construction  not  yet  started? 

Mr.  DiSHNER.  First,  the  new  dormitory  construction  standard  has  not  yet  been  ap- 

f>roved;  it  is  being  staffed  for  Secretary  of  Defense  approval.  However,  we  are  con- 
ident  the  new  standard  will  be  approved  soon;  the  Department  has  already  author- 
ized us  to  submit  our  fiscal  years  1996  and  1997  program  at  the  new  standard.  The 
Air  Force  has  provided  guidance  to  the  Major  Commands  that  if  they  have  any  prior 
year  projects  not  already  under  construction  when  the  Secretary  of  Defense  ap- 
proves the  standard  and  wish  to  execute  these  projects  at  the  new  standard  thev 
must  submit  a  waiver  request  for  approval.  Approval  of  such  waiver  requests  will 
require  congressional  notiflcation  either  to  increase  the  programmed  amount  (PA) 
to  construct  to  the  authorized  persons  (PN)  scope  or  to  reduce  the  PN  scope  suffi- 
ciently to  construct  within  the  original  PA. 

Senator  McCain.  What  are  your  services  most  pressing  overseas  Quality  of  Life 
issues? 

Mr.  DiSHNER.  Our  seven  corporate  quality  of  life  priorities  include:  pursue  fair 
and  equitable  compensation  ana  benefits;  provide  access  to  safe,  affordable  housing; 
provide  access  to  quality  health  care  for  active  duty  members  and  their  families;  de- 
crease family  separation  and  personal  hardship  of  active  duty  personnel;  increase 
and  enhance  support  to  our  community  programs;  preserve  the  retirement  system 
and  benefits;  and  expand  education  tuition  opportunities  and  access. 

We  have  specific  concerns  in  the  overseas  areas.  We  remain  committed  to  ensur- 
ing our  services  and  programs  support  our  overseas  service  members  and  their  fami- 
lies. Three  areas  of  concern  are  spouse  employment  opportunities,  child  care  avail- 
ability, and  housing  and  facilities. 

Spouse  Employment:  The  lack  of  employment  opportunities  continues  to  be  a 
problem  for  family  members  overseas.  Although  limited  employment  exists  at  Air 
Force  activities  through  Civilian  Personnel  oflices,  DOD  Dependent  Schools,  Non- 
appropriate Fund  Employment  Offices,  Army  and  Air  Force  Exchange  Services, 
DuD  Commissary  Agency,  and  other  government  agencies,  it  is  more  difficult  to 
find  a  position  overseas  than  in  CONUS.  OSD  is  planning  a  Career  Forum  in  June 
to  look  into  this  issue,  along  with  spouse  employment  in  the  military.  The  OSD 
Spouse  Employment  Subcommittee  is  exploring  the  possibility  of  approaching 
"spouse  friendly"  corporations  who  have  overseas  branches  with  reference  to  signing 
Memorandums  of  Agreement  that  would  encourage  them  to  tap  military  spouses  as 
sources  of  proven  workers  in  overseas  areas.  The  Spouse  Employment  subcommittee 
is  also  looking  into  long-distance  employment  via  telecommunications. 

Child  Care:  The  troops  at  some  locations  overseas  are  having  difficulty  finding 
child  care  to  meet  their  needs.  The  subcommittee  can  help  rectify  this  problem  by 
approving  MILCON  requests  for  child  development  centers  and  the  funding  and  ci- 
vilian end  strength  required  to  operate  them. 

Housing  and  Facilities:  Military  housing  cannot  meet  all  the  need  and  it  is  often 
difficult  to  find  adequate  and  affordable  housing  on  the  local  overseas  economy.  Be- 
cause of  the  level  of  uncertainty  created  by  the  drawdown  and  base  closures  we 
made  a  decision  to  hold  back  on  overseas  MILCON.  We  did  support  O&M  funding 
to  ensure  existing  housing  and  facilities  were  maintained.  As  tne  drawdown  and 
base  closures  come  to  an  end,  we  will  address  overseas  housing  and  facility  needs 
by  raising  the  level  of  overseas  MILCON.  We  need  your  support  to  ensure  overseas 
MILCON  is  fully  funded. 
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DEMOLITION 

Senator  McCaIN.  What  on  average  does  the  Air  Force  spend  on  demolition  each 
year?  What  is  the  average  requirement? 

Mr.  DiSHNER.  From  fiscal  years  1990  to  1994,  the  Air  Force  spent  a  total  of  $30.7 
million  in  O&M  funds  on  demolition,  for  an  average  of  $6.14  million  annually.  We 
do  not  determine  an  "average  requirement"  for  demolition  funding.  Our  approach 
allows  demolition  to  be  accomplished  at  our  installations  with  O&M  funds.  The 
projects  compete  for  resources  with  other  requirements,  providing  maximum  flexibil- 
ity for  our  commanders  to  execute  their  own  demolition  programs. 

In  an  effort  to  provide  even  greater  flexibility,  the  Air  Force  proposed  legislation 
to  OSD  for  the  fiscal  year  1996  Authorization  bill  that  would  allow  the  services  to 
use  MIIXION  savings  for  demolition  projects.  OSD  did  not  include  this  proposal  in 
their  submittal  to  Congress.  However,  enactment  of  the  proposal  would  have  been 
of  little  help  this  year  since  the  fiscal  year  1995  general  reductions  have  essentially 
depleted  the  MILCON  account  of  savings,  leaving  insufficient  funds  to  augment  our 
demolition  efforts. 

Senator  McCain.  What  approach  to  funding  demolition  would  the  Air  Force  favor: 
(1)  fencing  of  O&M  funds;  (2)  establishing  a  separate  account  similar  to  the  minor 
construction  account;  or  (3)  another  concept? 

Mr.  DiSHNER.  The  Air  Force  does  not  favor  fencing  or  establishing  a  separate 
demolition  account.  Fencing  prevents  essential  Hexibility  to  allocate  resources  where 
most  needed.  The  Air  Force  favors  allowing  our  field  commanders  the  flexibility  to 
allocate  existing  resources  toward  the  most  critical  mission  requirements.  In  guid- 
ance, the  Air  Force  advises  commanders  to  consider  "smart  business  practices"  such 
as  demolitions,  consolidations  and  energy  conservation  projects. 

MAINTENANCE  AND  REPAIR 

Senator  McCain.  For  the  past  several  years,  the  backlog  of  maintenance  and  re- 
pair of  active  duty,  Guard  and  Reserve  facilities  has  continued  to  grow.  In  fact,  de- 
spite the  active  Air  Force's  $401  million  increase  in  the  Real  Property  Maintenance 
account  from  fiscal  years  1995  to  1996,  the  Backlog  of  Maintenance  and  Repair 
(BMAR)  is  projected  to  grow  by  $473  million  to  nearly  $3  billion  by  end  of  fiscal 
year  1996.  What  input,  if  any,  has  the  Department  of  the  Air  Force  given  to  DOD 
in  terms  of  developing  a  new  method  for  determining  and  verifying  backlog  esti- 
mates? 

Mr.  DiSHNER.  The  fiscal  year  1996  Presidential  budget  highlights  the  transition 
to  the  new  Commanders'  Facility  Assessment  (CFA)  program.  The  active  duty  Air 
Force  converted  from  the  previous  method  to  a  more  accurate  indicator  of  facility 
and  infrastructure  "backlog."  The  Air  Force  instituted  the  Commanders'  Facility  As- 
sessment (CFA)  program  which  links  facility  condition  to  mission  accomplishment 
and  ensures  resources  for  maintenance  and  repair  and  minor  construction  are  allo- 
cated to  the  most  critical  mission  needs  of  field  commanders.  Using  the  CFA,  Air 
Force  commanders  assessed  the  ability  of  individual  facilities  to  support  the  existing 
mission.  The  fiscal  year  1996  "backlog  represents  unfunded  requirements  which  im- 
pair or  cause  frequent  mission  interruptions,  accelerate  facility  deterioration  (result- 
ing in  high  life-cycle  maintenance  costs),  curtail  (causing  work  arounds)  or  eliminate 
some  operations  altogether,  and  degrade  the  livability  and  workplace  conditions. 
The  fiscal  year  1996  'T)acklog"  represents  requirements  directly  impacting  readiness 
by  reducing  effectiveness  oi  the  workforce  and  speeding  deterioration  of  facilities. 
The  CFA  provides  a  more  accurate  measure  of  facility  "backlog"  as  linked  to  mission 
readiness. 

ENVIRONMENTAL  PROGRAMS 

Senator  McCain.  Over  the  last  several  years,  funding  for  environmental  compli- 
ance projects  has  varied  greatly  from  year  to  year.  Is  the  level  of  funding  driven 
by  the  need  to  correct  Level  I  environmental  problems  and  satisfy  regulators  rather 
than  establishing  a  baseline  approach? 

Mr.  DiSHNER.  The  level  of  environmental  Military  Construction  (MILCON)  fund- 
ing is  driven  by  the  need  to  correct  Level  I  environmental  compliance  requirements, 
or  requirements  that  will  become  Level  I  during  the  appropriation  year.  It  is  not 
funded  using  a  baseline  approach.  MILCON  funding  for  environmental  compliance 
has  gone  from  $238  million  in  fiscal  year  1993,  to  $68  million  requested  for  fiscal 
year  1996. 

The  Air  Force  surveyed  the  infrastructure  with  respect  to  Federal  and  State  envi- 
ronmental compliance  laws  and  programmed  capital  improvement  projects  needed 
to  comply  with  existing  and  future  standards.  For  example,  the  fiscal  years  1993 
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through  2001  program  includes  improvements  to  20  wastewater  treatment  facilities 
for  $121  million,  48  fire  training  facilities  for  $59.8  million,  and  5,100  underground 
storage  tank  improvements  for  $128  million. 

ENVIRONMENTAL  PROJECTS 

Senator  McCain.  What  effect  do  these  inconsistencies  cause  in  long-term  con- 
struction planning? 

Mr.  DiSHNER.  Environmental  compliance  MILCON  is  not  funded  at  the  expense 
of  other  construction  requirements.  Valid  environmental  projects  are  considered  Air 
Force  "must  pajr"  bills  and  are  funded  within  available  Air  Force  TOA. 


Questions  Submitted  by  Senator  John  Glenn  to  Witnesses  of  Panel  II 

LONG  term  strategies 

Senator  GLENN.  I  appreciate  the  Department's  efforts  in  focusing  on  improving 
the  conditions  of  and  providing  additional  quality  of  life  facilities  by  increasing  the 
funding  levels  in  related  accounts — whether  for  single  service  member  Quarters, 
military  family  housing,  or  general  maintenance  and  repair  of  facilities.  However, 
I  am  concerned  that  these  funding  initiatives  are  merely  near-term  improvements 
rather  than  part  of  a  long-term  funding  strategy.  Many  of  the  backlogs  and  sub- 
standard conditions  evolved  over  a  30-year  period  and  will  not  be  solved  by  a  2- 
3  year  i\inding  spike.  How  do  we  ensure  that  those  who  follow  in  your  footsteps  and 
those  of  other  Department  officials  continue  to  carry  out  the  commitment  to  improve 
living  and  working  conditions?  Can  a  long-term  strategy  for  these  initiatives  be  driv- 
en by  the  mind-set  of  current  and  future  leadership  rather  than  by  policy? 

Mr.  Bayer.  Sufficient  funding  is  the  necessary  ingredient  for  good  living  and 
working  places  for  military  members.  In  the  past  the  Departments  policy  was  to 
provide  excellent  facilities  but  there  wasn't  adequate  funding  to  carry  out  the  policy. 
That's  why  it's  important  for  the  Department  to  be  able  to  leverage  our  limited  ap- 
propriations and  make  use  of  private  capital. 

Mr.  PiRIE.  The  Department  of  the  Navy  fiscal  year  1996  budget  request  for  family 
housing  and  bachelor  quarters  sustains  the  enhanced  funding  levels  hegun  in  fiscal 
year  1994  under  the  Neighborhoods  of  Excellence  program.  This  is  recognized  by  the 
Department  as  a  long-term  program,  a  primary  priority  of  which  is  to  maintain  and 
revitalize  our  existing  housing.  The  current  funding  levels  are  projected  to  be  re- 
quired for  at  least  another  10  years  to  eliminate  the  oacklog  of  required  repairs  and 
revitalization.  That  this  program  has  been  sustained  despite  an  overall  decline  in 
the  Department's  resources  is  real  evidence  of  our  continuing  strong  support  for  our 
people. 

Mr.  Johnson.  The  Army  can  point  to  its  Whole  Barracks  Renewal  program  as  an 
example  of  our  long-term  commitment.  We  have  placed  an  extremely  high  priority 
on  improving  the  living  conditions  of  our  single  soldiers.  The  Army's  goal  is  to  fund 
$250  million  per  year  in  new  barracks  construction  in  CONUS  alone.  For  fiscal 
years  1996  and  1997,  virtually  all  discretionary  Military  Construction,  Army  fund- 
ing is  devoted  to  barracks  construction.  This  commitment  comes  at  the  cost  of  sac- 
rificing other,  critically  needed  infrastructure  revitalization.  The  Army  makes  this 
commitment  recognizing  that  improving  the  quality  of  life  for  our  soldiers  is  a  vital 
component  of  readiness. 

The  best  evidence  of  the  success  of  our  commitment  is  that  the  leadership  of  the 
Army  and  of  the  Department  of  Defense  have  included  quality  of  life  (QOL)  in  the 
military  readiness  equatiorf.  This  is  a  historic  turning  point  in  our  view  of  the  im- 
portance of  QOL.  All  of  the  Army's  current  leadership  is  committed  to  the  linkage 
Detween  QOL  and  readiness,  and  this  view  is  being  cultivated  among  the  Arrnvs 
future  leaders  as  well.  As  long  as  we  hold  readiness  as  the  critical  indicator  of  a 
successful  Army  in  peacetime,  the  commitment  to  QOL  will  survive  in  the  long 
term. 

Mr.  DiSHNER.  To  attract  the  best  and  brightest  into  pursuing  an  Air  Force  career, 
we  must  provide  quality  work  and  living  environments.  This  has  become  particu- 
larly evident  with  the  inception  of  the  all-volunteer  force.  We  have  come  a  long  way, 
but  more  is  required.  Recognizing  how  living  and  working  conditions  contribute  to 
readiness  and  to  better  quantify  that  correlation,  we  developed  the  Commanders' 
Facility  Assessment  (CFA).  Field  commanders  use  CFA  to  rate  the  condition  of  a 
facility  and  how  that  condition  affects  accomplishment  of  their  mission.  We  then  use 
the  results  to  prioritize  facility  requirements  and  better  target  our  investments. 

With  CFA  as  a  decisionmaking  tool,  we  have  been  better  able  to  develop  viable, 
long-term  funding  strategies  for  tne  maintenance  and  repair,  and  Military  Construe- 
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tion  (MILCON)  accounts.  Unfortunately,  higher  Air  Force  priorities  and  limited  dol- 
lars restrict  the  alTordability  of  these  investment  strategies.  Still,  we  have  been  able 
to  achieve  a  suitable  balance  between  cutting  into  maintenance  and  repair  backlogs 
and  replacing  substandard  facility  conditions. 

Air  Force  leaders  continue  to  acknowledge  that  our  aircraft  will  not  fly  nor  will 
our  highly  trained  people  perform  well  unless  our  facility  deficiencies  are  corrected. 
An  aging  physical  plant  and  facility  recapitalization  efforts  that  fall  short  of  in- 
tended goals  make  that  task  a  formidable  one.  The  combined  efforts  of  Air  Force 
leaders  and  the  Congress  will  be  even  more  crucial  to  adequately  funding  programs 
that  improve  living  and  working  conditions  for  Air  Force  people. 

Senator  GLENN.  If  Congress  fully  funds  the  fiscal  year  1996  BRAC  request,  will 
each  service  have  adequate  funds  available  to  support  their  1991  and  1993  BRAC 
requirement  in  fiscal  year  1996? 

Mr.  Bayer.  The  fiscal  years  1996/1997  budget  submitted  by  the  Department  re- 
flects the  militaiy  department's  best  estimates  of  the  costs  necessary  to  implement 
the  BRAC  91  and  93  recommendations. 

Mr.  PiRIE.  Should  Congress  fully  fund  the  Navy's  request  in  fiscal  year  1996  for 
BRAC  91  and  93,  Navy  will  have  adequate  funding  to  support  the  closure/ 
realignments  of  the  affected  installations. 

Mr.  Johnson.  The  Army's  request  for  BRAC  91  and  BRAC  93  funding  fully  sup- 
ports all  known  requirements  in  both  accounts  to  include  environmental  restoration 
for  fiscal  year  1996. 

Mr.  DiSHNER.  If  Congress  fully  funds  the  1996  BRAC  request,  the  Air  Force  will 
have  adequate  funds  available  to  support  our  1991  and  1993  BRAC  requirements 
in  fiscal  year  1996. 

Senator  Glenn.  Has  the  Air  Force  identified  a  shortfall  in  its  1993  BRAC  funding 
for  environmental  cleanup  requirements  for  1996?  If  so,  what  impact  will  this  fund- 
ing shortfall  have  on  the  Air  Force's  closure  and  realignment  timeliness? 

Mr.  DiSHNER.  The  Air  Force  does  not  have  a  shortfall  in  its  1993  BRAC  finding 
for  environmental  cleanup  requirements  for  fiscal  year  1996. 

REAL  PROPERTY  MAINTENANCE  AND  REPAIR 

Senator  GLENN.  Even  though  the  1996  request  for  the  services'  Real  Property  Re- 
pair Accounts  have  increasea  over  the  fiscal  year  1995  levels,  an  enormous  backlog 
remains.  Does  the  fiscal  year  1996  request  for  the  Real  Property  Maintenance  Ac- 
counts provide  sufficient  funds  to  support  all  of  your  service's  most  critical  projects 
in  the  backlog?  If  not,  what  is  the  shortfall  and  what  are  the  unfunded  critical  re- 
quirements? 

Mr.  PiRIE.  The  Navy's  total  0&M,N  backlog  of  maintenance  and  repairs  at  the 
end  of  fiscal  year  1994  was  $3.29  billion,  of  which  $1.85  billion  is  classified  as  criti- 
cal backlog.  Approximately  40  percent  of  the  critical  backlog  is  for  facilities  in  direct 
support  01  operations  (e.g.:  airfield  and  waterfront  operations),  training,  mainte- 
nance, and  utility  systems.  It  is  projected  that  the  Navy's  critical  backlog  will  grow 
to  $1.94  billion  by  the  end  of  fiscal  year  1996. 

The  Marine  Corps  considers  all  of  its  backlog  of  $834  million  to  be  critical.  That 
backlog  refiects  needed  repairs  to  facilities  that  affect  mission  accomplishment  or 
quality  of  life,  that  fix  safety  or  environmental  problems,  or  that  prevent  wasted  in- 
frastructure investment  by  allowing  facilities  to  deteriorate  at  an  accelerated  rate. 

These  critical  backlogs  cannot  be  eliminated  in  any  one  year.  Additional  funding 
of  about  $160  million  lor  the  Navy,  and  $176  million  for  the  Marine  Corps  would 
be  required  to  be^n  reduction  of  the  critical  backlogs. 

Mr.  Johnson.  The  fiscal  year  1996  DMA  request  for  the  Real  Property  Mainte- 
nance Accounts  does  not  provide  sufficient  funds  to  support  all  of  the  Army's  most 
critical  projects.  The  fiscal  year  1996  Annual  Requirements  for  Real  Property  Main- 
tenance (RPM)  accounts  are  under  funded  by  $523  million.  Of  that  $523  million, 
$298  million  is  for  mission  critical  RPM.  The  following  are  examples  of  the  impact 
of  not  making  these  mission  critical  repairs.  The  Quality  of  life  of  the  soldier  is  af- 
fected by  the  deteriorating  condition  oi  barracks,  deteriorating  central  and  individ- 
ual building  heating  plants,  deteriorating  water  and  sewage  systems  and  plants, 
and  deteriorating  electrical  systems.  The  living  conditions  of  the  soldier  have  a  di- 
rect impact  on  the  morale  and  retention  of  soldiers  which  affects  productivity  and 
mission  accomplishment.  Inadequately  maintained  and  deteriorating  maintenance 
facilities  reduce  the  forces  capability  to  properly  maintain  and  repair  fighting  equip- 
ment. Although  these  critical  RPM  requirements  are  currently  unfunded,  it  may  be 
necessary  during  the  year  of  execution  to  realign  some  resources  to  accomplish  this 
critical  RPM  repair. 
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Mr.  DiSHNER.  The  Air  Force  does  have  $375  million  of  mission  critical  facility 
needs  unfunded  in  the  fiscal  year  1996  program.  As  part  of  the  National  Perform- 
ance Review,  the  Air  Force  initiated  a  program  to  link  facility  maintenance  require- 
ments to  mission  readiness.  The  mechanism  linking  facility  deficiencies  to  readiness 
is  the  Commanders'  Facility  Assessment  (CFA)  program.  Field  Commanders  rated 
8  percent  of  their  facilities  as  having  direct  mission  impact  and  engineers  deter- 
mined the  repair  costs  at  $800  million.  These  unsatisfactory  facilities  cause  frequent 
mission  interruptions,  accelerate  facility  deterioration,  and  curtail  or  eliminate  some 
operations  and  lower  the  livability  and  workplace  standards  and  pose  life,  health 
and  safety  deficiencies.  Just  over  half  of  these  deficiencies  are  contained  in  the  fiscal 
year  1996  program  with  the  remainder  being  deferred  until  fiscal  year  1997. 

Senator  GLENN.  In  an  effort  to  review  and  verify  the  backlog  of  maintenance  and 
repair,  I  understand  the  services  are  working  with  DOD  in  the  Condition  Assess- 
ment Survey  (CAS)  program.  Each  of  the  services  is  conducting  these  surveys  at 
various  sites.  It  may  be  too  early  to  tell,  but  are  the  initial  results  of  the  CAS  sur- 
veys finding  that  past  backlog  estimates  are  about  right,  overstated,  or  underesti- 
mated? 

Mr.  Bayer.  It  is  still  too  early  in  the  CAS  development  process  to  provide  wide 
scale  assessments.  The  pilot  phase,  which  contained  11  bases  from  among  the  serv- 
ices, will  be  completed  by  the  end  of  fiscal  year  1995  and  the  results  look  promising. 
To  date  multi-year  Maintenance  and  Repair  Plans  (MYMARP)  have  been  produced 
at  the  majority  of  those  facilities.  We  have  begun  training  for  base  personnel  and 
the  hand-ofi"  from  the  developmental  team.  Assuming  success,  the  Department  has 
begun  planning  for  further  fielding,  with  the  eventual  goal  of  complete  fielding  in 
fiscal  year  1998.  We  are  also  conducting  a  simultaneous  verification  and  validation 
by  an  integrated  team  of  OSD  and  service  analysts  and  engineers  to  further  scruti- 
nize CAS  as  an  auditable,  repeatable,  credible  and  objective  tool. 

Mr.  PiRIE.  The  Navy's  backlog  of  maintenance  and  repairs  has  been  based,  for  the 
past  20  years,  on  actual  "fence  to  fence"  field  inspections  of  our  facilities.  The  defi- 
ciencies are  reported  in  our  Annual  Inspection  Summary  (AIS).  We  have  been  a  full 
participant  in  the  development  of  the  CAS. 

The  CAS  has  not  yet  developed  to  the  point  where  we  are  able  to  make  compari- 
sons with  the  results  of  the  more  mature  AIS.  Since  we  have  had  extensive  experi- 
ence with  the  survey  methods  being  used  in  CAS,  we  have  volunteered  to  become 
the  DOD  executive  agent  for  continuing  development  of  CAS. 

Mr.  DiSHNER.  It  is  too  early  to  statistically  correlate  the  Condition  Assessment 
Survey  (CAS)  results  with  the  backlog  amounts.  CAS  is  being  further  refined  by  in- 
corporating more  intrinsic  inspections  to  determine  the  root  cause  of  noted  facility 
deficiencies  and  thereby  more  accurately  determining  the  required  corrective  action. 

Senator  Glenn.  It  may  be  to  early  to  tell,  but  are  the  initial  results  of  the  CAS 
surveys  finding  that  past  backlogs  estimated  are  about  right,  overstated,  or  under- 
stated? 

Mr.  Johnson.  The  Condition  Assessment  Survey  (CAS)  program  calls  for  facility 
surveys  and  multi-year  Maintenance  and  Repair  Plans  (MYMARPs)  at  four  Army 
installations  (Forts  Stewart,  GA;  Bragg,  NC;  Hood,  TX;  and  Knox,  KY).  As  of  May 
30,  1995  CAS  surveys  have  been  completed  at  Fort  Stewart  and  Fort  Bragg.  The 
preliminary  MYMARPs  show  substantially  greater  maintenance  requirements  then 
the  previously  reported  backlog.  CAS  represents  a  difTerent  concept  of  determining 
RPM  requirements  (a  Fence  to  Fence  survey  of  the  total  RPM  needs  for  aU  of  the 
installations  real  property  facilities),  while  the  backlog  represents  those  RPM  re- 

?[uirements  which  had  been  planned  on  a  work  plan  for  accomplishment  during  the 
iscal  year  and  remained  as  an  unfinanced  requirement  at  the  end  of  the  fiscal  year. 
Backlog  is  then  carried  forward  until  accomplished. 

DEFENSE  MEDICAL  FACILITIES 

Senator  Glenn.  Mr.  Bayer,  in  an  effort  to  provide  quality  health  care  to  military 
personnel,  the  Department  of  Defense  has  continued  its  efforts  to  modernize  and  re- 
place several  military  medical  facilities.  The  fiscal  year  1996  military  construction 
budget  request  includes  over  $159  million  for  construction  of  several  phase-funded 
hospitals  and  smaller  medical  facilities.  Funding  of  major  hospitals  construction 

f»rojects  is  an  enormous,  often  multi-year,  endeavor  with  costs  totaling  anywhere 
rom  $150  million  to  $300  million  per  hospital.  With  various  on-going  downsizing 
activities,  has  the  Department  continued  to  evaluate  the  size  and  requirement  of  the 
new  hospital  facilities? 

Mr.  Bayer.  The  Department  recognizes  the  need  to  reassess  projects  periodically 
to  determine  if  mission,  stationing  or  the  delivery  of  cost-effective  care  have 
changed.  To  identify  and  validate  potential  project  requirements,  Health  Analysis 


473 

and  Measurement  Directorate  conducts  an  Economic  Analysis.  This  process  vali- 
dates the  project,  identifies  cost-efTective  care,  identifies  the  population  to  be  served 
and  the  professional  staffing  required  to  provide  the  service. 

These  projects  are  revalidated  as  they  reach  the  35%  and  100%  design  levels 
which  occur  approximately  one  year  apart.  If  for  some  reason  construction  is  de- 
layed up  to  one  year,  the  project  will  be  revalidated  again. 

We  feel  this  rigid  oversight  of  the  changing  market  place  ensures  that  the  require- 
ments for  the  projects  planned  continue  as  the  project  is  designed  and  constructed. 

PENTAGON  RENOVATION  PLAN 

Senator  Glenn.  Mr.  Bayer,  I  support  the  Department's  concern  for  the  enormous 
cost  to  renovate  the  Pentagon,  and  I  understand  that  in  this  regard  the  Department 
has  recently  established  a  Steering  Committee  to  reevaluate  the  on-going  Pentagon 
Renovation  Plans  and  review  possible  cost-savings  concepts. 

It  is  my  understanding  that  the  review  will  cause  a  1-year  delay  in  the  renovation 
efforts  and  could  result  in  a  cost  increase  due  to  an  additional  year  in  leased  costs 
for  swing  space  and  escalation  costs.  Late  last  year.  Secretary  Perry  certified  to  the 
concessional  defense  committees  that  the  renovation  costs  would  not  exceed  $1.2 
billion.  When  is  the  Steering  Committee  expected  to  complete  its  review,  and  will 
the  Steering  Committee  produce  a  report  on  its  finding  that  will  be  available  for 
congressional  review? 

Mr.  Bayer.  This  review  will  not  cause  a  delay  in  the  renovation.  Then  Deputy 
Secretary  of  Defense,  John  Deutch,  delayed  the  start  of  the  first  renovation  wedge 
by  1  year.  The  Steering  Committee  is  addressing  specific  policy  issues  concerning 
the  renovation  and  its  impact  on  current  and  future  tenants.  It  is  hoped  that  the 
committee's  review  will  accelerate  the  renovation  process,  and  improve  the  tenant 
support  quality  and  cost  effectiveness  of  the  renovated  building. 

Senator  GLENN.  Are  you  optimistic  that  the  Steering  Committee  will  recommend 
and  the  Secretary  will  approve  cost-saving  concepts  that  will  more  than  offset  the 
1-year  delay  costs  and  result  in  a  lower  overall  cost? 

Mr.  Bayer.  We  are  optimistic  that  the  Steering  Committee  will  recommend  that 
the  planning,  design,  and  construction  of  the  Pentagon  renovation  project  proceed 
on  course  with  appropriate  funding.  If  there  are  cost  savings  alternatives  available, 
they  will  be  implemented. 

CHEMICAL  DEMILITARIZATION  FACILITIES 

Senator  GLENN.  Have  "lessons  learned"  from  the  design  and  construction  of  the 
demilitarization  facilities  at  Johnson  Atoll  and  Tooele  Army  Depot  been  applied  to 
the  on-going  construction  of  the  facilities  at  Pine  Bluff  Arsenal,  AR  and  LTmatilla 
Depot,  OR? 

Mr.  Johnson.  Yes;  the  construction  contract  solicitations  for  the  Pine  Bluff  Chem- 
ical Agent  Demilitarization  Facility  (PBCDF)  at  Pine  Bluff  Arsenal,  AR  and 
Umatilla  Chemical  Agent  Demilitarization  Facility  (UMCDF)  at  Umatilla  Depot, 
OR,  do  incorporate  the  design  and  construction  lessons-learned  from  the  Johnston 
Atoll  Chemical  Agent  Disposal  System  (JACADS)  at  Johnston  Atoll  and  Tooele 
Chemical  Agent  Disposal  Facility  (TOCDF)  at  Tooele  Army  Depot.  To  date,  over 
20,000  lessons-learned  from  various  sources,  including  JACADS  and  TOCDF,  have 
been  evaluated  for  incorporation  into  these  solicitations.  Design  and  construction,  as 
well  as  other  lessons-learned,  will  continue  to  be  incorporated  into  these  facilities 
as  they  are  identified  in  order  to  ensure  the  safest  and  most  environmentally  accept- 
able project. 

ARMY  MUSEUM 

Senator  GLENN.  The  Army  request  for  $17  million  to  purchase  land  in  Arlington, 
VA  for  the  future  site  of  the  National  Museum  of  the  United  States  Army  has  re- 
ceived much  attention  over  the  last  fewi  months.  To  what  extent  has  the  Army  sur- 
veyed or  reviewed  sites  outside  of  Washington's  "monumental  corridor^ 

Mr.  Johnson.  The  overwhelming  majority  of  the  60-plus  sites  surveyed  by  the 
Army  during  the  past  10  years  have  been  outside  the  Monument  Corridor  but  rel- 
atively close  to  it.  All  had  strong  detractors  such  as  unavailability  for  acquisition, 
excessive  cost,  planned  use  for  other  projects,  objection  by  review  agencies,  or  lack 
of  accessibility  for  visitors.  Additionally,  informal  discussions  with  business  and 
military  leaders  as  well  as  professional  fund  raisers  have  all  indicated  that  a  site 
distant  from  the  Monument  Corridor  will  not  support  the  fund-raising  effort. 

Senator  GLENN.  What  is  the  Army's  rationale  lor  limiting  its  search  for  potential 
museum  sites? 
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Mr.  Johnson.  The  National  Museum  of  the  United  States  Army  (NMUSA)  is  sited 
in  the  Nation's  Capital  as  recognition  of  the  prestige  and  role  of  the  Army  in  the 
development  of  the  Nation.  It  will  afford  a  greater  opportunity  for  the  20  million 
American  and  foreign  tourists,  who  annually  visit  Washington,  to  learn  about  our 
Army.  As  part  of  the  Headquarters,  Department  of  the  Army,  NMUSA  must  have 
daily  contact  in  order  to  provide  historical  perspective  to  staff  actions  and  current 
operations.  This  location  will  permit  access  to  the  historical  resources  of  the  Na- 
tional Archives,  Library  of  Congress,  and  Smithsonian  Institution,  as  well  as  the 
museums  of  the  Navy  and  Marine  Corps.  Siting  on  a  regional  military  installation 
would  inhibit  this  national  role  ana  make  a  national  fund-raising  campaign 
inexecutable.  It  is  important  for  NMUSA  to  be  in  the  Nation's  Capital  The  Army 
must  reach  the  general  public,  for  its  story  is  the  story  of  the  development  of  this 
Nation.  The  Army  created  the  Nation  through  war  and  preserved  it  in  peace, 
through  submission  to  civilian  rule. 

Senator  GLENN.  What  is  the  current  assessment  value  of  this  property? 

Mr.  Johnson.  The  $17  million  is  based  on  an  Army  appraisal  using  in-house  re- 
sources and  includes  a  negotiation  contingency. 

Senator  GLENN.  As  I  recall,  a  closed  Exxon  service  station  remains  on  the  pro- 
posed museum  site.  What  environmental  studies  or  cleanup  activities  associated 
with  the  service  station  have  been  initiated  and/or  completed  to  ensure  that  the 
property  is  environmentally  sound  before  changing  ownership? 

Mr.  Johnson.  The  Army  prepared  an  Environmental  Assessment  in  December 
1994,  and  a  Finding  of  No  Significant  Impact  resulted.  The  owner  of  the  Twin 
Bridges  site.  Equitable  Real  Estate  Investment  Management,  Inc.  is  responsible  for 
any  environmental  cleanup  required  on  the  property. 

UNSPECIFIED  MINOR  CONSTRUCTION 

Senator  Glenn.  Secretary  Pirie,  I  appreciate  your  providing  an  answer  to  a  pre- 
hearing question  on  minor  construction  projects  which  received  attention  in  either 
House  or  Senate  report  language.  It  is  my  understanding  that  the  report  language 
you  referred  to  merely  recommended  rather  than  directed  that  the  projects  be  com- 
pleted using  minor  construction  funds  as  your  answer  explains. 

I  would  appreciate  your  clarifying  your  answer  in  regard  to  the  two  MCLB  Albany 
projects.  As  part  of  the  committee's  construction  project  screening  process,  the  com- 
mittee received  information  from  the  Navy  (May  1994)  that  indicated  that  the  two 
Albany  projects  could  be  executed  within  fiscal  year  1995.  However,  your  answer  in- 
dicates that  the  projects  are  not  executable  in  fiscal  year  1995.  Can  you  explain  the 
change  in  information?  Is  the  change  in  any  way  connected  with  the  floods  that  dev- 
astated south  Georgia  last  summer? 

Mr.  PlRIE.  The  change  is  not  connected  with  the  floods  in  South  Georgia.  The  Ma- 
rine Corps  forwarded  the  projects  for  funding  under  the  UMC  program  on  25  Octo- 
ber 1994.  The  Naval  Facilities  Engineering  Command  authorized  these  projects  for 
design  on  27  January  1995.  Unfortunately,  other  projects  took  a  higher  priority  and 
better  met  the  Unspecified  Minor  Construction  criteria  of  having  operational  or  com- 
pliance urgency.  As  a  result,  design  was  delayed  in  deference  to  other  more  urgent 
projects  and  the  projects  became  unexecutable  in  FY  1995. 

MARINE  CORPS  MILCON 

Senator  Glenn.  In  the  late  stages  of  preparing  the  budget  request,  the  Marine 
Corps  received  an  increase  of  about  $40  million  in  its  MILCON  request  for  fiscal 
year  1996.  There  has  been  some  concern  that  the  projects  added  to  the  final  request 
in  response  to  the  account  increase  were  not  designed  prior  to  the  budget  submis- 
sion to  Congress  in  February.  Please  provide  a  list  of  these  projects  and  the  current 
design  status  for  each. 

Mr.  PiRIE.  Answer  below. 

P-5«4  New  River  BEQ  

P-928  Lejeune  BEQ  

P-028  Lejeune  Range 

P-549  Pendleton  CDC  

P-247  Pendleton  Physical  Fitness  Center  

P-631  Pendleton  Range 


25 

6-95 

25 

6-95 

10 

9-95 

0 

2-96  (100%) 

0 

2-96  (100%) 

5 

11-95  (65%) 
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Though  all  the  Camp  Pendleton  projects  are  at  0-5  percent  design,  preliminary 

Rlanninc  has  been  completed.  All  projects  have  selected  and  approved  sites.  The 
EPA  documentation  has  been  completed  on  P-549  (Child  Development  Center) 
and  P-631  (Multi -Purpose  Machine  Gun  Range).  All  range  designs  are  standardized 
by  the  Department  of  the  Army  in  Training  Circular  25-8.  P-631  and  P-028  only 
require  site  adoption. 

MARINE  CORPS  MILCON  EXECUTABILITY 

Senator  GLENN.  Are  these  projects  executable  in  fiscal  year  1996? 
Mr.  PiRIE.  All  six  projects  are  executable  in  fiscal  year  1996.  The  Naval  Facilities 
Engineering  Command  fully  supports  this  timeline. 

[Whereupon,  at  4:45  p.m.,  the  hearing  was  adjourned.] 
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U.S.  Senate, 
Subcommittee  on  Readiness  and 

Subcommittee  on  Personnel, 
Committee  on  Armed  Services, 

Washington,  DC. 

MILITARY  FAMILY  HOUSING 

The  subcommittee  met,  pursuant  to  notice,  at  2:46  p.m.,  in  room 
SR-222,  Russell  Senate  Office  Building,  Senator  John  McCain  and 
Senator  Dan  Coats,  (chairmen  of  the  subcommittees)  presiding. 

Committee  members  present:  Senators  McCain,  Coats,  and 
Glenn. 

Committee  staff  members  present:  Richard  L.  Reynard,  staff  di- 
rector; George  W.  Lauffer,  deputy  staff  director;  and  Christine  K. 
Cimko,  press  secretary. 

Professional  staff  member  present:  Charles  S.  Abell. 

Minority  staff  members  present:  Patrick  T.  Henry,  Michael  J. 
McCord,  and  Julie  K.  Rief,  professional  staff  members. 

Staff  assistants  present:  Jason  Rossbach  and  Deasy  Wagner. 

Committee  members'  assistants  present:  Ann  E.  Sauer,  assistant 
to  Senator  McCain;  Richard  F.  Schwab,  assistant  to  Senator  Coats; 
Glen  E.  Tait,  assistant  to  Senator  Kempthorne;  Suzanne  M, 
McKenna  and  John  P.  Stevens,  assistants  to  Senator  Glenn;  C. 
Richard  D'Amato  and  Lisa  W.  Tuite,  assistants  to  Senator  Byrd; 
and  Randall  A,  Schieber,  assistant  to  Senator  Bryan. 

OPENING  STATEMENT  OF  SENATOR  JOHN  McCAIN,  CO- 
CHAIRMAN 

Senator  McCain.  I  am  here  with  my  colleague  Senator  Coats,  the 
Chairman  of  the  Subcommittee  on  Personnel,  co-hosting  this  hear- 
ing on  military  family  housing. 

During  the  past  several  years  I  have  been  vocal  in  pointing  out 
that  the  readiness  of  our  Armed  Forces  has  declined  and  must  be 
reversed. 

In  dealing  with  this  issue,  I  have  become  convinced  that  quality 
of  life  is  a  contributing  factor  to  readiness.  When  a  soldier's  family 
is  provided  for  and  lives  in  safe  and  secure  housing,  he  will  con- 
centrate more  on  his  military  responsibilities. 
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We  have  all  seen  and  heard  the  stories  of  the  poor  condition  of 
military  family  housing.  It  is  old,  two-thirds  of  it  having  been  con- 
structed between  1950  and  1966,  and  is  in  dire  need  of  repair.  The 
estimated  backlog  for  revitalization  of  the  Navy  and  Marine  Corps' 
housing  alone  exceeds  $3  billion. 

These  factors  make  it  imperative  that  both  the  Department  and 
the  Congress  commit  to  a  long-term  program  to  improve  the  living 
conditions  for  the  men  and  women  who  face  the  hardships  and  dan- 
ger associated  with  service  in  our  Armed  Forces. 

In  that  regard,  I  want  to  recognize  Secretary  of  Defense  Perry's 
commitment  to  making  quality  of  life  the  key  focus  of  his  defense 
program.  I  would  also  like  to  give  the  Department  credit  for  look- 
ing into  innovative  ways  to  work  with  the  private  sector  in  over- 
coming this  housing  problem. 

Other  nations,  especially  Australia,  have  successfully  turned 
their  own  family  housing  programs  around  by  relying  almost  exclu- 
sively on  the  private  sector  to  provide  housing  for  their  military 
families. 

Although  the  size  and  location  of  our  military  installations  may 
preclude  a  complete  reliance  on  the  private  sector,  there  is  no 
doubt  that  some  cooperative  ventures  will  be  cost-effective  and  will 
contribute  to  the  readiness  of  our  Armed  Forces. 

I  do  want  to  add  a  word  of  caution.  Throughout  this  endeavor  to 
improve  the  quality  of  life  of  our  military  personnel,  true  readiness 
must  remain  the  basic  goal.  We  can  not  allow  this  effort  on  the 
quality  of  life  to  take  resources  from  training  and  the  other  impor- 
tant issue  of  modernization. 

As  the  Commandant  of  the  Marine  Corps,  Greneral  Mundy  said 
in  a  hearing  before  the  Readiness  Subcommittee,  and  I  quote, 
"There  is  no  young  wife  out  there  in  any  one  of  our  services  that 
wants  a  casualty  call  in  a  very  nice  house  at  the  expense  of  a 
spouse  who  was  well-trained  and  capable  of  doing  his  or  her  job." 

The  Military  Family  Housing  Revitalization  Act  of  1995,  I  think, 
is  a  good  step  toward  improving  the  quality  of  life  of  our  military 
personnel.  There  is  generalized  support  of  innovative  approaches  to 
finance  these  improvements,  although  there  may  have  to  be  some 
adjustments. 

I  look  forward  to  the  testimony  of  the  witnesses,  and  I  would  like 
to  ask  Senator  Glenn  and  Senator  Coats  if  they  would  like  to  make 
statements. 

Before  you  proceed,  I  will  enter  into  the  record  the  prepared 
statement  of  Senator  Byrd,  the  ranking  minority  member  of  the 
Personnel  Subcommittee. 

[The  prepared  statement  of  Senator  Byrd  follows:! 

Prepared  Statement  by  Senator  Robert  C.  Byrd 

Thank  you,  Senator.  I  would  like  to  join  my  distinguished  colleagues  in  welcoming 
our  witnesses. 

I  would  also  like  to  join  my  colleagues  in  extending  our  most  sincere  condolences 
to  Mr.  Charles  Abell,  a  key  staffer  on  the  Armed  Services  Committee  who's  son,  2d 
Lt.  Daniel  Leonard  Abell,  U.S.  Army,  died  in  a  motor  vehicle  accident  on  Friday, 
May  5. 

iTie  subject  of  housing  for  our  military  service  members,  both  married  and  single, 
is  clearly  a  subject  appropriate  for  consideration  both  by  the  Personnel  and  Readi- 
ness Subcommittees. 
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I  would  like  to  thank  the  chairmen  of  those  subcommittees  for  holding  this  hear- 
ing. 

As  my  colleagues  have  stated  and  as  our  witnesses  will — I  am  sure — state,  we 
cannot  ignore  the  link  between  the  way  we  expect  our  servicemen  and  women  to 
live  and  the  way  we  would  expect  them  to  fight.  The  housing  of  our  military  mem- 
bers has  a  direct  influence  on  the  readiness  of  those  members. 

Yet,  we  must  not  be  seduced  by  the  notion  that  wars  are  won  in  base  housing. 
No,  wars  are  won  by  those  who  achieve  the  right  balance  in  applying  scarce  re- 
sources among  many  competing  programs  and  factors. 

Quality  men  and  women;  superior  leadership;  modern,  well-maintained  equip- 
ment; the  mastery  of  evolving  technology;  and  the  willing  spirit  that  has  led  men 
and  women  to  serve  this  Nation  in  uniform  for  over  200  years  are  the  building 
blocks  of  a  successful,  ready  military  force. 

Somewhere  in  that  equation  for  'Readiness"  are  the  programs  many  have  recently 
begun  to  call  "Quality  of  Life"  programs.  And  somewhere  among  those  quality  of  life 
programs  is  housing  for  military  service  members. 

As  we  try  to  determine  where  housing  for  our  military  service  members  fits  in 
the  delicate  balance  of  resource  application,  we  must  ask  some  difficult  questions. 
In  doing  so,  those  who  ask  the  hard  questions  run  the  risk  of  being  unfairly  charac- 
terized as  "opposing  quality  of  life"  programs  for  the  military. 

Nonetheless,  it  is  a  risk  that  needs  to  be  run  and  I  hope  that  during  this  hearing 
today  we  will  have  the  opportunity  to  cover  these  difficult  but  important  issues. 

Senator  McCain.  Senator  Coats. 

STATEMENT  OF  SENATOR  DAN  COATS,  CO-CHAIRMAN 

Senator  Coats.  I  want  to  thank  Chairman  McCain  for  joining 
me,  Senator  Glenn  and  others  in  conducting  this  joint  hearing  on 
this  subject. 

All  three  of  us  here  have  participated  in  the  commitment  we 
made  in  the  decade  of  the  1980s  to  bring  our  armed  services  and 
our  national  security  apparatus  out  of  a  very  deep  hole  to  an  ex- 
traordinary position.  We  have  been  able  to  demonstrate  excellence 
in  the  quality  of  personnel,  in  the  quality  of  their  leadership,  in  the 
quality  of  their  training,  and  in  the  quality  of  their  commitment. 

The  synergy  of  all  that  has  produced  an  extraordinary  military 
force,  as  demonstrated  in  the  Persian  Gulf  for  all  the  world  to  see. 
I  take  great  pride  in  playing  a  very  small  part  in  that.  People  in 
this  room  take  pride  in  being  a  part  of  that. 

We  have  shot  for  excellence.  That  has  been  our  goal,  and  we 
have  achieved  excellence  in  all  those  areas. 

There  is  one  area,  however,  where  excellence  is  a  word  that  is 
never  used  to  describe  the  military.  Good  does  not  cut  it,  fair  does 
not  cut  it,  poor  does  not  cut  it.  Disgrace  is  a  better  word.  Not  that 
it  is  intended,  but  over  the  years  military  housing,  whether  for 
families  or  single  individuals,  has  deteriorated  to  the  point  where 
we  now  have  estimates  of  60  to  80  percent  of  military  housing 
being  substandard. 

I  use  the  word  disgrace  because  our  troops  do  not.  They  complain 
very  little,  but  they  are  living  in  conditions  that  people  in  this  room 
would  not  live  in.  We  should  not  expect  that  our  of  our  uniformed 
personnel. 

We  need  to  make  a  commitment  to  them  that  we  will,  as  part 
of  their  commitment  to  serve  this  Nation,  provide  them  adequate, 
affordable,  decent  housing.  Whether  it  is  a  leaking  roof  or  asbestos 
in  the  ceiling  or  lead  in  the  paint  or  crumbling  doorsteps  or  inad- 
equate plumbing  or  wiring  or  electricity,  or  simply  a  lack  of  hous- 
ing availability,  clearly  the  time  has  come  for  us  to  address  this. 
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The  problem  is  that  we  are  in  a  terrible  crunch.  This  is  a  time 
when  the  budget  numbers  are  going  down,  as  Senator  McCain 
pointed  out.  So  we  have  some  real  priority  decisions  to  make,  and 
we  do  not  want  to  compromise  those  other  areas.  We  have  ballistic 
missile  defense,  modernization  and  other  components  of  readiness; 
pay;  and  a  whole  number  of  other  factors  that  we  do  not  want  to 
compromise  when  we  worked  so  hard  to  bring  those  to  their  cur- 
rent level. 

How  do  we  do  it?  I  want  to  commend  Secretary  Perry.  I  want  to 
commend  these  individuals  at  the  table  that  are  our  witnesses 
today.  I  want  to  commend  others  who  have  said,  "We  recognize  the 
need;  we  recognize  the  budget  reality.  How  do  we  meet  the  need 
within  the  budget  reality?" 

I  believe  the  testimony  we  are  going  to  hear  today  will  provide 
some  innovative  ways  of  working  through  privatization,  working 
through  private  developers  outside  the  system  that  are  going  to 
provide  us  with  more  housing,  better  housing,  more  affordable 
housing,  less  cost  housing,  and  a  much  faster  timetable. 

I  am  excited  about  this.  I  am  excited  because  what  has  happened 
here  is  that  we  have  found  an  innovative  way  to  get  outside  the 
normal  way  of  doing  business.  The  budget  crunch  has  caused  the 
Pentagon  and  others  to  be  creative  in  looking  for  ways  in  which  we 
can  accomplish  a  lot  more  with  fewer  resources. 

I  really  want  to  commend  Secretary  Perry  for  making  this  a  high 
priority.  The  service  Chiefs  have  testified,  every  one  of  them,  as  to 
the  inadequacy  of  their  housing. 

I  do  not  think  it  is  right  for  us  to  require  and  subject  military 
uniformed  personnel  and  their  families  to  the  kind  of  living  condi- 
tions that  they  have  had. 

I  am  excited  about  this.  I  am  anxious  to  learn  about  what  we  are 
going  to  do,  anxious  to  hear  from  our  witnesses,  and  hope  that  we 
can  move  forward  in  providing  the  authority.  I  understand  the  re- 
sources are  already  incorporated  into  the  budget  as  submitted. 

We  want  to  hear  about  all  of  that.  I  hope  that  we  can  move  for- 
ward and  move  forward  expeditiously  to  address  this  one  seriously 
lacking  area  in  terms  of  our  national  security. 

Thank  you,  Mr.  Chairman. 

Senator  McCain.  Thank  you,  Senator.  Senator  Glenn. 

Senator  Glenn.  Thank  you,  Mr.  Chairman. 

I  would  ask  consent  that  my  entire  statement  be  included  in  the 
record,  and  I  will  summarize  briefly. 

Senator  McCain.  Without  objection. 

Senator  Glenn.  I  associate  myself  with  the  remarks  already 
made  providing  safe,  secure,  affordable  and  adequate  housing  for 
military  families  and  single  service  members  too. 

It  is  an  important  thing.  We  ask  people  to  go  out  and  put  their 
lives  on  the  line.  We  too  often  put  off  things  that  will  help  them 
live  a  decent  life  once  they  are  in  between  those  times  of  deploy- 
ment. 

This  is  not  a  draft  army  or  draft  military  that  we  are  dealing 
with  where  you  bring  people  in  and  say  you  are  in  for  a  lick  and 
a  promise,  a  year  or  two  and  out  again — that  is  it. 

You  can  live  with  anything  for  a  year  or  so.  This  is  not  that  kind 
of  force.  It  is  an  all-volunteer  force,  career  people  by  and  large. 
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They  are  not  just  in  and  out,  do  a  tour  and  get  out  again — that  is 
that.  So  you  have  to  treat  them  differently  than  you  might  if  it  was 
a  wartime  situation — toss  everybody  in  the  quonset  huts  or  what- 
ever. 

All  the  people  here,  I  am  sure,  and  almost  all  the  people  in  the 
room  are  on  the  military  bases  on  a  regular  basis.  We  do  not  have 
to  tell  you  how  deteriorated  a  lot  of  these  housing  facilities  are  on 
the  bases. 

They  are  old  and  most  of  them  have  not  even  been  rehabbed  for 
a  long  period  of  time.  We  put  that  off  because  of  the  budget. 

Now  we  are  in  another  budget  crunch  to  depreciate  all  that.  It 
is  particularly  good  that  Secretary  Perry  and  the  gentlemen  here 
at  the  table  nave  come  up  with  what  I  think  is  an  innovative  ap- 
proach. 

We  met  on  this  not  too  long  ago  at  the  Pentagon,  and  we  have 
had  some  questions,  some  hurdles  that  had  to  be  jumped  before  we 
could  go  ahead  with  this  because  of  some  of  the  past  experience  we 
have  had  trying  to  do  some  of  the  same  things  years  ago  and  could 
not  get  the  scoring  right.  So  we  were  able  to  do  it  with  0MB. 

So  I  am  sure  we  want  to  approach  that  today  and  see  where  we 
go  with  this.  I  appreciate  both  chairmen  calling  the  hearing  today 
and  look  forward  to  our  testimony. 

[The  prepared  statement  of  Senator  Glenn  follows:] 

Prepared  Statement  by  Senator  John  Glenn 

I  want  to  add  my  welcome  to  our  witnesses  today.  I  see  two  familiar  faces  at  the 
witness  table — Secretary  Pirie  and  Mr.  Johnson,  who  testified  before  the  Readiness 
Subcommittee  just  last  week.  I  appreciate  your  willingness  to  be  with  us  again 
today. 

Today,  we  are  here  to  discuss  one  of  the  most  pressing  issues  facing  the  Defense 
Department — providing  safe,  secure,  affordable,  and  adequate  housing  for  military 
faioilies  and  single  service  members.  These  service  members  are  the  ones  who  put 
their  lives  on  the  line  to  protect  our  freedom  and  our  Nation's  boundaries.  It  is  im- 

f>ortant  that  Con^ss  ana  the  executive  branch  provide  them  with  decent  places  to 
ive  while  in  garrison — and  some  comfort  in  knowing  that  their  families  are  residing 
in  safe  quarters  while  service  members  are  on  deployment.  A  soldier  cannot  be  effec- 
tive in  his  or  her  job  if  they  are  worried  about  their  family  back  home.  This  was 
true  when  I  was  a  young  second  lieutenant  and  it  is  true  today. 

Unfortunately  at  present,  these  basic  accommodations  and  securities  are  not  pro- 
vided for  many  service  members  and  their  families.  At  practically  every  military 
base  across  the  country,  one  can  see  the  deteriorated  condition  of  barracks  and  fam- 
ily housing  units  currently  in  the  DOD  inventory.  Most  facilities  are  35—45  years 
old,  have  received  only  minor  maintenance  over  the  years,  and  are  in  need  of  help. 
These  decrepit  conditions  did  not  happen  over  night — nor  will  DOD,  the  military 
services,  or  Congress  have  the  ability  or  funds  to  solve  the  problem  overnight.  How- 
ever, I  believe  with  the  leadership  of  Secretary  Perry  and  senior  military  personnel, 
major  improvements  can  happen  in  a  reasonably  short  f>eriod  of  time. 

To  that  end,  the  Department  has  presented  Congress  with  a  legislative  proposal 
which  would  provide  the  Department  with  the  ability  to  combine  scarce  defense  dol- 
lars with  private  financing  to  help  meet  the  Department's  military  housing  needs 
with  as  little  upfront  investment  as  possible. 

As  I  understand,  the  legislative  proposal  does  not  address  the  construction  and 
revitalization  requirements  for  barracks  and  dormitories — another  critical  quality  of 
life  and  funding  concern.  As  we  in  Congress  work  with  the  Department  on  family 
housing  issues,  I  am  hopeful  that  the  Department  will  focus  its  attention  on  improv- 
ing troop  housing  and  present  Congress  with  creative  solutions.  We  are  ready  to  as- 
sist the  Department  in  improving  the  quality  of  life  for  our  single  service  members. 

I  appreciate  our  two  chairmen  calling  for  this  hearing  today,  and  I  look  forward 
to  hearing  from  and  working  with  our  witnesses  on  these  most  important  housing 
issues. 

Senator  McCain.  Thank  you,  Senator  Glenn. 
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Our  witnesses  today  are  Joshua  Gotbaum,  the  Assistant  Sec- 
retary of  Defense  for  Economic  Security;  Paul  Johnson,  the  Deputy 
Assistant  Secretary  of  the  Army  for  Installations  and  Housing; 
Robert  Pirie,  the  Assistant  Secretary  of  the  Navy  for  Installations 
and  Environment;  and  Rodney  Coleman,  the  Assistant  Secretary  of 
the  Air  Force  for  Manpower,  Reserve  Affairs,  Installation  and  Envi- 
ronment. 

Welcome,  Secretary  Gotbaum.  It  is  a  pleasure  to  see  you  again. 
I  hope  I  am  giving  your  name  the  proper  pronunciation. 

Mr.  Gk)TBAUM.  Absolutely. 

Senator  McCain.  Thank  you,  and  welcome  back  before  the  com- 
mittee. 

STATEMENT  OF  HON.  JOSHUA  GOTBAUM,  ASSISTANT 
SECRETARY  OF  DEFENSE  FOR  ECONOMIC  SECURITY 

Mr.  Gotbaum.  Thank  you  very  much.  It  is  literally  a  pleasure  to 
be  here. 

With  the  committee's  permission,  since  these  are  issues  that  are 
known  to  you  all,  I  propose  to  let  our  prepared  testimony  we  have 
provided  be  entered  into  the  record. 

And  let  me,  before  we  open  up  for  general  questions,  walk  you 
through  the  background  that  led  to  the  proposal,  if  I  may.  We  have 
left  at  each  desk  a  copy  of  the  presentation,  I  will  tell  you,  which 
is  one  that  we  drafted  originally  for  the  Secretary  of  Defense. 

Private  Sector  Solutigns  for  Military  Housing 


Housing:  A  Readiness  Issue 


Training 


Weapons 


Compensation 


Housing  Medical  Care 


Housing  is  key  to 
readiness 


•  For  a  ready  force,  must  train  and  retain, 

•  Retaining  our  people  is  essential. 

•  Housing  is  key  to  retention. 

-  Professionals  expect  to  be  treated  as  professionals. 

-  Most  soldiers  today  have  families. 

-  They  expect  a  home,  not  a  bunk. 

"W^  enlist  soldiers,  but  we  re-enlist  families.'^ 
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Today's  military  — 

living  in  yesterday's  houses 


•  Almost  60%  of  on-base  housing  is 
substandard. 

•  Average  age  33  years.  One  quarter  over  40  years. 

•  Too  small,  lacking  modem  amenities,  just  plain 
dilapidated  &  falling  down. 

•  At  current  costs  &  budget  levels,  bringing  up 
to  standard  using  traditional  methods  would 
require  over  $20  billion  and  30  years. 


Private  Capital  &  Expertise 
Can  Help 


Private  capital  built  over  200,000  military  homes 
in  the  1950's  &  1960's. 

Commercial  construction  is  faster  &  less  costly 
than  military  construction. 

Private  housing  capital  pool  is  huge:  Trillion$$$ 

Could  stretch  &  leverage  public  funds. 

-  Private  developers  would  invest  today,  if  assured  of 
return  through  future  payments  by  DoD  or  mihtary 
housin2  allowances. 
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The  Approach 


Encourage  housing  development  with  private 

capital. 

Encourage  private  management,  maintenance  & 

ownership.  Use  commercial  standards  &  practices. 

Improve  and  use  existing  authorities: 

-  Provide  guarantees  to  assure  that  projects  will  be  used. 

-  Commit  to  future  payments  in  exchange  for  development 
today. 

-  WTiere  useful,  contribute  land/cash  as  co-investment. 

-  Use  these  in  combination,  on  a  commercial  basis. 


Why  Legislation? 


Previous  efforts  failed  because: 

-  Authorities  too  narrow,  requirements  unrealistic. 

-  Relied  on  a  single  "'magic  buUet"  approach. 

-  Could  not  use  cormnercial  standards. 

-  Frequently  required  special  legislation. 

Need  legislation  to  permit 

-  Rexibility 

-  Range  of  approaches,  used  in  combination 

-  Use  of  commercial  standards  &  terms 
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Implementation 


•  Initial  development  &  test 

-  Test  principally  at  already-approved  Milcon  sites 

-  Full  range  of  sites  &  conditions 

-  Every  Service  participates 

-  LLoiit  budget  authority:  $1  billion  over  5  years 

-  Sunset  authorities  after  5  years 

-  Require  Congressional  reporting  on  every  project 

•  Recommend  permanent  program  within  4  years 

Solve  a  30  year  problem  in  10  years 

Mr.  GoTBAUM.  Obviously,  we  do  not  need  to  tell  this  committee 
that  housing  is  related  to  readiness,  so  I  will  not  dwell  on  that 
point  long  except  to  say  that  it  is  clear  that  today's  military,  being 
a  professional  and  well-trained  force,  has  to  be  trained  and  re- 
tained. And  if  you  do  not  do  both,  you  do  not  have  a  ready  force. 

Housing  is  clearly  key  to  readiness.  Each  service  in  its  own  way 
has  reported  to  us  that  the  condition  of  its  family  housing  and  its 
barracks  housing  affects  re-enlistment  rates,  people's  willingness  to 
stay  and  take  advantage  of  the  training  we  provide. 

So  as  a  result,  for  all  the  reasons  with  which  you  are  all  very 
well  acquainted — the  Secretary  of  Defense  said,  "Quality  of  life  is 
for  me  a  readiness  issue;  housing  is  for  me  a  readiness  issue." 

That  brings  us  to,  if  you  look  at  the  second  slide,  the  state  of 
housing,  which  we  would  all  agree  is  not  what  we  want.  I  will  talk 
primarily  today  about  housing  since  our  proposal  thus  far  is  mostly 
about  familv  housing,  but  I  will  get  to  barracks. 

Two-thirds  of  our  families  live  off  post,  they  rely  on  allowances. 
Their  allowances  are  insufficient  to  cover  the  full  cost  of  housing, 
and  as  a  result  on  average  they  pay  a  little  bit  more,  up  to  20  per- 
cent, above  the  cost  of  their  allowances  for  housing. 

One-third  live  on  base.  We  have  about  350,000  units  on  base. 
And  of  that,  some  200,000  are  below  standard.  Now,  I  will  tell  you, 
each  service  has  a  slightly  different  definition  of  its  standards,  but 
what  we  can  say  is  that  the  majority  of  our  on-base  housing  is  too 
small,  very  old,  lacks  amenities  that,  as  Chairman  Coats  said,  we 
would  not  live  without,  or,  in  many  cases,  is  just  plain  dilapidated 
and  falling  down. 

The  issue,  as  Secretary  Perry  has  said,  is  that  this  is  a  serious 
problem  at  a  time  when  our  budget  is  declining.  To  remedy  the  cost 
just  on  base  family  housing,  according  to  the  estimates  of  the  serv- 
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ices  that  you  see  seated  before  you,  would  take  about  $20  billion 
and  at  current  levels  30  to  40  years. 

The  task  the  Secretary  of  Defense  gave  to  us  late  last  fall,  in  No- 
vember or  December,  is,  "My  budget  is  down,  my  housing  is  in  bad 
shape.  Can  you  not  find  some  way  to  bring  in  private  capital  now 
in  large  amounts  and  for  the  Department  to  pay  for  it  over  time, 
either  through  allowances  or  fixed  payments,"  et  cetera? 

That  is  what  we  set  out  to  do.  The  team,  I  will  tell  you,  included 
people  who  were  contributive  from  all  the  services,  not  only  at  sen- 
ior levels  but  working  people.  Many  of  them  are  sitting  in  the  audi- 
ence. They  did  a  couple  of  things. 

First  of  all,  they  reviewed  prior  history.  The  most  important 
point  I  will  make  about  prior  history  is  that  we  already  have  a  lot 
of  experience  with  the  use  of  private  capital  in  military  housing. 
We  own  and  operate  over  200,000  units  today  that  were  built  by 
the  Wherry  and  Capeharte  programs  in  the  1950s  and  1960s. 
There  are  over  20,000  units  that  were  built  under  the  build-to-lease 
programs  and  other  later  authorities.  So  we  have  lots  of  housing 
that  has  been  handled  that  way. 

The  other  thing  that  is  clear  is  that  commercial  processes  are 
faster  and  cheaper.  Just  to  give  you  a  for-instance,  the  average 
commercial  house  in  America  last  year  sold  for  $169,000,  nation- 
wide average.  The  average  house  that  was  built  for  the  Department 
of  Defense  for  a  family  costs  $135,000,  but  for  us  land  is  free.  If 
you  add  in  some  guess  as  to  what  land  costs,  the  average  house 
that  we  bought  last  year  would  have  a  total  cost  of  about  $169,000, 
about  the  same.  The  difference  is  that  the  average  commercial 
house  had  2,100  square  feet,  and  the  average  house  that  we  bought 
at  the  Department  of  Defense  had  1,440.  It  was  literally  two-thirds 
of  the  size. 

V/hat  we  found  is  that  we  build  houses  more  slowly  and  at  a 
higher  cost  for  smaller  results. 

It  was  clear  that  there  is  private  sector  expertise  and  private  sec- 
tor capital.  The  private  housing  market  is  trillions  of  dollars.  It 
makes  even  the  defense  budget  look  small.  But  we  needed  to  find 
a  way  to  use  it. 

So  the  approach  that  the  team  hit  on,  and  this  is  one  that  was 
come  to  by  all  the  services  as  described  in  the  fourth  chart  was 
that  we  needed  to  essentially  polish  up  mostly  authorities  that  we 
already  had  in  law  and  get  the  ability  to  use  them  in  conjunction 
with  each  other.  If  we  did  so,  we  could  then  encourage  housing  de- 
velopment, renovation  and  new  construction  on  base  and  off  using 
private  dollars.  At  the  same  time  it  became  clear  that  part  of  the 
difficulty  we  had  in  the  past  was  that  we  said  we  were  going  to 
use  private  capital  to  build  only,  not  maintain  it. 

One  of  the  other  issues  that  we  are  trying  to  develop  here  in  the 
legislation  we  have  proposed  to  the  committee  is  to  get  authority 
to  let  there  be  private  ownership  and  management  of  our  housing 
facilities.  What  we  discovered  from  time  to  time  is  that  if  we  said 
we  will  take  care  of  it,  we  will  own  it,  then  some  folks  said,  "Well, 
then  I  can  build  cheap  and  the  Department  will  be  left  holding  the 

bag." 

So  the  approach  that  we  came  upon  after  looking  at  the  history, 
both  the  successes  and  the  failures,  was  to  say:  let  us  clean  up  the 
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authorities  we  have — authorities,  for  example,  to  provide  guaran- 
tees. 

Right  now,  for  example,  the  Department  of  Defense  has  the  abil- 
ity to  say  to  a  developer,  "If  you  will  put  up  $1  million  for  a  hous- 
ing unit,  or  a  set  of  family  housing  units,  we  will  make  sure  that 
housing  unit  is  filled  with  a  certain  level  of  occupancy.  If  it  is  not, 
we  will  cover  the  freight." 

In  other  words,  they  put  up  their  money,  we  offer  a  backup  guar- 
antee. 

The  difficulty  with  that  particular  authority.  Section  802,  is  sev- 
eral-fold. 

First  of  all,  we  are  required  in  that  same  contract  to  say,  "But, 
by  the  way,  our  ability  to  make  this  commitment  has  to  be 
reaffirmed  and  reappropriated  every  year."  And  as  a  result,  the 
commitment  from  the  government  is  not  much  of  a  commitment.  So 
we  would  like  to  broaden  that  guarantee  authority,  which  the  Con- 
gress has  given  us,  and  make  it  more  generally  available. 

Give  us  permission  to  guarantee  both  rental  levels  or  occupancy 
levels  as  well  as  mortgage  payments  and  use  it  in  conjunction  with 
other  authorities  which  we  already  have.  For  example,  the  author- 
ity to  contribute  land.  Right  now  we  can  and  do,  with  the 
Congress's  permission,  contribute  our  land  for  development,  both 
on-base  housing  that  we  own  and  off-base  housing,  to  encourage 
private  development.  But  in  every  case  it  takes  special  legislation. 
And  as  a  result,  it  is  slow. 

Then,  when  things  get  slow  because  they  require  special  legisla- 
tion, a  lot  of  developers  say,  "I  have  other  places  to  take  my  Dusi- 
ness." 

What  we  have  proposed  to  the  Congress  is  to  improve  the  exist- 
ing authorities,  the  authority  to  provide  guarantees,  the  authority 
to  commit  to  get  development  now  in  exchange  for  future  pay- 
ments, as  we  do  in  the  build-to-lease  program  already  but  more 
broadly,  and,  where  it  makes  sense,  the  authority  to  contribute  ei- 
ther land  or  cash. 

We  already  have  authority,  rather  the  Navy  has  authority  right 
now  to  contribute  cash  in  order  to  encourage  private  development. 

What  we  ask  is  the  ability  to  broaden  this  authority,  to  use  it 
in  conjunction  with  the  other  authorities  on  a  responsible  basis  to 
develop  a  commercial  project. 

That  really  is  the  approach,  to  take  the  range  of  authorities,  in 
most  cases  that  we  already  have,  clean  them  up,  broaden  them  and 
to  permit  us  to  use  them  in  combination  so  that  we  can  develop 
projects  that  are  economic. 

This  requires  legislation,  and  that  is  what  the  next  chart  is 
about.  It  requires  legislation  because  what  we  discovered  in  the 
past  is  that  we  were  asked  how  can  you  use  private  sector  capital, 
bring  it  in?  We  then  asked  for  and  received,  the  Congress  was  al- 
ways supportive,  legislative  authority  to  use  this  approach  or  that 
approach.  But,  they  were  sufficiently  narrow  and  it  turned  out  it 
was  not  enough  in  a  lot  of  cases. 

In  real  estate  one  size  does  not  fit  all — Fort  Hood  is  not  the  same 
as  San  Diego.  The  kinds  of  approaches  you  need  to  bring  private 
development  into  Fort  Hood  are  different  than  the  kind  of  ap- 
proaches you  need  to  bring  private  development  into  San  Diego. 
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So  previous  legislation  made  things  very  narrow.  My  colleague 
Bob  Pirie  refers  to  it  as  the  rifle-shot  approach.  We  do  not  think 
there  is  a  magic  bullet  here.  And,  furthermore,  they  were  set  to 
other  than  commercial  standards. 

Let  me  give  the  committee  another  for-instance  which,  I  will  say, 
is  one  of  the  ones  that  really  ticks  me  off.  If  money  is  appropriated 
to  build  a  housing  project  in  a  place  that  needs  it,  let  us  say  family 
housing  in  San  Diego,  if  a  commercial  project  comes  available  be- 
cause some  developer  could  not  succeed  or  whatever,  we  have  the 
legal  authority  right  now  to  say:  Do  not  wait  three  years  and  spend 
$3  million,  let  us  buy  that  project  which  is  already  built  for  $1  mil- 
lion. We  cannot  do  it,  however,  if  the  room  sizes  are  above  the  stat- 
utory maximums  provided  by  law.  So,  as  a  result,  we  are  ham- 
strung from  meeting  the  need. 

What  we  again  have  asked  for  here  is  the  authority  to  make  deci- 
sions, to  combine  it,  and  to  use  commercial  standards.  The  reason 
we  need  the  legislation  is,  in  effect,  because  we  need  flexibility,  we 
need  to  be  able  to  use  commercial  standards,  and  because  we  clear- 
ly need  a  range  of  approaches  used  in  combination. 

The  issue  for  us,  and  we  believe  for  the  Congress  as  well,  to  get 
to  the  question  of  implementation  is,  how  you  do  this.  We  will  be 
very  frank  with  the  committee  that  most  of  these  approaches,  al- 
though they  have  been  tried  by  the  Department  of  Defense  in  the 
past,  every  person  at  this  table,  each  service,  and  we  in  the  Office 
of  Secretary  of  Defense  will  tell  you,  this  is  not  stuff  we  have  done, 
it  is  not  stuff  we  do  every  day. 

What  we  concluded  was  that  we  needed  to  ask  for  the  authority 
and  the  flexibility  to  be  commercial,  but  that  we  need  to  limit  it 
to  a  pilot  program  that  we  would  staff  jointly.  We  also  needed  to 
ask  for  authority  to  use  these  measures  on  a  commercial  basis  and 
in  combination,  but  we  would  constrain  it. 

How  would  we  constrain  it?  We  would  constrain  it  by  doing  it 
mostly  in  places  where  the  Department  and  the  Cong^^ess  have  al- 
ready recognized  a  need. 

In  other  words,  we  have  not  asked  and  are  not  asking  today  for 
large  additional  appropriations  for  military  construction  of  family 
housing  nor  will  we  do  so  for  barracks.  What  we  have  asked  for  is 
the  authority  to  use  one  or  a  set  of  these  approaches  instead  of 
military  construction  when  it  makes  sense  to  the  Navy,  the  Air 
Force  or  the  Army;  there  is  money  already  appropriated  for  a 
project;  and  we  will  get  housing  faster  or  more  housing. 

What  we  hope  to  do  over  the  pilot  period  is  develop  ways  to  use 
these  approaches  and  to  learn  which  ones  work  where--be  it  in 
San  Diego,  at  Keesler  in  Mississippi,  or  at  Fort  Hood. 

Also,  over  that  period  of  time  we  plan  to  do  two  things.  First, 
begin  some  projects  and  gain  some  experience.  Second,  develop  the 
forums  and  understanding  jointly,  so  that  each  service  can  then 
use  these  authorities  on  its  own. 

Therefore,  what  we  have  proposed  to  the  Congress  is  that  during 
this  pilot  project  period  the  Secretary  of  Defense  be  required  to  re- 
port to  the  Congress  every  time  these  authorities  are  used  each 
year,  and  before  the  period  is  up  how  best  to  apply  this  on  a  per- 
manent basis,  what  mix  of  authorities  makes  sense,  where  should 
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they  be  done,  what  budget  authority  should  be  asked  for  and  what 
control  mechanisms  work  best. 

I  should  say  to  the  committee  that  although  I  am  trying  to  be 
very  measured  about  this,  we  are  very  excited.  We  are  in  a  box, 
which  is  we  have  a  serious  housing  problem  and  a  limited  housing 
budget.  We  believe  that  if  we  work  these  approaches  well,  we  can 
leverage  government  dollars  very  substantially.  What  we  hope  to 
do,  quite  frankly,  is  to  take  the  problem  that  30  years  and  $20  bil- 
lion might  not  solve  and  address  it  in  10. 

We  hope  that  the  committee  and  the  Congress  will  support  the 
notion  of  flexibility.  We  know  that  you  recognize  we  have  a  prob- 
lem, and  we  hope  that  you  will  permit  us  authority  to  begin  the 
pilot  project  this  year. 

Before  turning  for  questions,  if  I  may,  I  just  want  to  refer  to  one 
other  point  which  is  very  important  but  about  which  I  have  said 
veiy  little  so  far,  and  that  is  housing  for  unmarried  personnel,  bar- 
racks housing. 

The  legislation  we  have  proposed  thus  far  asks  for  authority  to 
use  commercial  practices  and  private  capital  for  development  of 
family  housing.  We  have  not  yet  made  a  proposal  as  to  how  these 
authorities  can  or  should  be  applied  for  barracks  housing.  We  do, 
however,  expect  absolutely  to  do  so  this  summer. 

What  we  found  as  we  worked  through  the  mechanics  of  making 
the  proposal  for  using  and  funding  family  housing  is  that  when  we 
tried  in  the  same  timeframe  to  do  it  for  barracks  housing,  it  was 
more  than  our  lawyers  and  housing  experts  could  stand.  Therefore, 
we  need  a  little  more  time. 

It  is  absolutely  the  intention,  however,  of  the  Department  of  De- 
fense, of  the  Secretary  of  Defense  and  the  services  you  see  before 
you  that  the  good  will,  the  attempt  to  use  private  sector  capital, 
and  the  flexibility  that  we  think  will  be  helpful  to  family  housing 
ought  to  be  applied  to  barracks  housing  as  well. 

With  the  committee's  permission,  that  concludes  the  brief.  We 
would  be  happ)y  to  answer  any  and  all  of  your  questions. 

Senator  McCain.  Thank  you  very  much,  Mr.  Secretary. 

[The  prepared  statement  of  Mr.  Gotbaum  follows:! 

Prepared  Statement  by  Joshua  CIotbaum,  Assistant  Secretary  of  Defense 

(Economic  Security) 

Mr.  Chairmen  and  distinguished  members  of  the  Subcommittees  on  Personnel  and 
Readiness,  it  is  a  pleasure  to  appear  before  you  today  to  discuss  the  Department 
of  Defense's  housing  programs  and  their  effect  on  quality  of  life.  Your  subcommit- 
tees have  been  staunch  supporters  for  improving  the  living  conditions  of  our  mili- 
tary. We  need  and  look  forward  to  your  continued  support  in  this  crucial  area. 

As  you  know,  the  quality  of  life  of  our  military  service  members  and  their  families 
is  one  of  Secretary  Perry's  highest  priorities.  The  reason  for  this  hi^  priority,  put 
simply,  is  readiness.  In  order  to  maintain  an  armed  forces  that  is  second  to  none, 
we  must,  in  the  Secretary's  words,  both  "train  and  retain".  And  quality  of  life  is  es- 
sential to  retention.  Again  to  quote,  "We  put  a  lot  of  time  and  money  into  our  peo- 
ple. Our  people  in  uniform  are  walking  investments.  If  we  lose  them,  we've  lost  a 
valuable  asset  and  hurt  readiness  in  a  very  fundamental  way.  The  main  factor  in 
retention  is  quality  of  life,  not  only  for  troops,  but  also  their  families  .  .  ." 

Housing  is  fundamental  to  quality  of  lite.  This  morning  I  would  like  to  describe 
the  challenge  and  opportunity  we  have  before  us  today — to  make  dramatic  improve- 
ments in  housing  for  our  military  service  members  and  their  families.  I  will  also 
describe  in  detail  the  legislative  proposal  the  Department  has  submitted  to  tackle 
this  challenge. 
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First,  I  would  like  to  spend  a  little  time  describing  how  our  housing  got  to  where 
it  is  today. 

PROFESSIONAL  TROOPS,  NEGLECTED  HOUSING 

Today's  Military 

The  military  service  members  who  now  serve  are  quite  different  from  their  prede- 
cessors. Today  we  have  a  force  of  volunteers.  They  joined  to  learn  a  skill,  to  "be  aU 
you  can  be."  They  are  here  for  a  career,  not  a  2-year  tour  of  duty. 

And,  more  than  ever  before,  they  also  have  families.  In  1955,  only  42  percent  were 
married;  today,  that  figure  is  61  percent.  We  also  have  a  significant  number  of  sin- 
gle parents,  who  not  only  require  family  housing  but  also  a  wide  range  of  family 
services. 

Regardless  of  marital  status,  they  face  more  complex  and  ever  chan^ng  require- 
ments. Today's  force  deploys  far  more  often,  which  places  more  stress  on  military 
service  memners  and  their  families  and  places  greater  importance  on  our  military 
installation  support  mechanisms. 

For  all  these  reasons,  their  standards  for  housing  have  also  changed.  In  every  re- 
spect, today's  service  member  needs  a  home,  not  a  bunk. 

Living  in  Yesterday's  Housing 

About  one  third  of  military  families  live  in  government  housing.  The  DOD  owns 
about  350,000  houses  and  this  inventory  is  aging.  The  average  age  of  military  hous- 
ing is  33  years,  and  25  percent  of  our  houses  are  over  40  years  old.  Like  most  older 
houses,  the  electrical  systems  and  water  pipes  need  to  be  replaced.  Heating  systems 
are  often  inefficient.  Although  in  some  cases  the  housing  we  built  yesterday  may 
have  resembled  private  sector  standards  when  built,  we  have  not  renovated  to  to- 
day's standards.  Today  well  over  200,000  houses  are  unsuitable — they  are  too  small, 
their  layouts  and  amenities  reflect  the  standards  of  the  1950s  instead  of  the  1990s, 
and  many  are  just  plain  dilapidated  and  falling  down. 

These  conditions  did  not  occur  overnight.  Our  on-base  housing  has  been  deterio- 
rating for  many  years  and  for  many  reasons: 

•  Other  Priorities.  When  faced  with  tradeoffs  between  force  levels,  modernization 
and  readiness  versus  housing  and  other  facility  investments,  housing  frequently 
came  in  second. 

•  Rigid  management  practices.  As  with  many  other  areas  of  Federal  manage- 
ment, our  housing  procurement  and  management  procedures  have  become  increas- 
ingly centralized  and  specialized. 

•  Inflexible  specifications  and  standards.  Specifications  have  become  overly  de- 
tailed, perhaps  to  "avoid"  past  mistakes.  They  do  not  comport  with  industry  or  local 
standards.  Consequently,  fewer  contractors  are  willing  to  do  business  with  us.  And, 
of  course,  such  rigidity  contributes  to  higher  costs. 

•  Budgeting  and  appropriations  procedures.  The  Federal  Government's  focus  on 
annual  appropriations  tends  to  constrain  resources  for  long-range  projects  like  hous- 
ing. As  the  budgeting  and  appropriations  process  became  increasingly  lengthy  and 
detailed,  more  flexibility  was  lost  and  costs  in  time  and  money  continued  to  rise 
compared  to  the  private  sector. 

The  people  who  live  in  government  houses  do  so  by  dioice.  The  days  of  mandatory 
assignment  to  family  housing  are  gone. 

Despite  aU  the  deterioration,  there  are  frequently  long  waiting  lists  for  on-base 
housing.  Why  do  people  choose  to  live  in  substandard  houses?  One  reason  is  to  re- 
duce driving  time  to  work,  hospitals,  commissaries,  family  support  services,  gyms, 
schools,  churches,  and  child  care.  Families  who  live  on  military  installations  may 
get  along  with  fewer  vehicles.  Safety  is  another  important  consideration.  When  serv- 
ice members  are  deployed,  they  know  their  families  are  in  a  safe  neighborhood  with 
easy  access  to  a  host  of  support  structures. 

Cost  mry  be  the  most  important  reason  our  people  choose  to  live  in  substandard 
houses.  Families  who  live  in  town  receive,  on  average,  about  20  percent  less  in  hous- 
ing allowances  than  they  pay  out  for  their  housing.  Families  in  government  housing 
do  not  have  this  additional  expense.  For  this  reason.  Secretary  Perry  included  a  re- 
duction of  this  out-of-pocket  expense  in  his  quality  of  life  initiative. 

The  other  two-thirds  of  military  families  live  in  the  civilian  community  where,  by 
policy,  we  prefer  they  live  if  there  is  suitable  housing.  Where  there  is  sufficient  af- 
fordable housing  in  the  community  and  commuting  is  not  a  problem,  most  of  these 
families  are  happy. 

However,  one  family  in  eight  live  in  unsuitable  off-base  housing.  Hardships  occur 
when  rents  are  excessive  or  a  family  can  only  afford  to  live  in  isolated,  sometimes 
unsafe  neighborhoods.  Problems  are  made  worse  when  the  family  only  has  one  car. 
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or  perhaps  none.  If  family  members  are  unable  to  easily  access  the  family  support 
services  available  on  the  installation,  they  may  have  more  serious  problems.  This 
is  an  added  challenge  when  the  installation  is  in  a  remote  location,  a  long  way  from 
a  suflicient  supply  of  adequate  housing.  The  unusual  work  schedules  inherent  in 
military  life  create  additional  difficulties  when  service  personnel  must  commute  long 
distances. 

Most  problematic  is  a  situation  which  occurs  all  too  often.  When  housing  is  not 
available  at  a  reasonable  cost  or  within  a  reasonable  driving  distance  from  a  new 
duty  station,  families  are  involuntarily  separated.  That  is  a  polite  term  for  a  real 
problem.  At  some  duty  stations,  the  lack  of  good,  safe,  affordable  housing  is  forcing 
families  to  be  separated  in  order  to  provide  a  safe  environment  for  the  (fependents. 
With  all  we  ask  of  our  military  people,  they  deserve  better. 

Barracks 

Almost  450,000  mostly  junior  enlisted  service  members  live  in  barracks — we  re- 

S[uire  them  to  do  so.  About  one  fourth  live  in  facilities  that  are  substandard  and, 
rankly,  our  current  standards  are  not  that  high. 

Improving  the  quality  of  barracks  will  not  be  easy.  Much  of  our  existing  inventory 
is  not  in  good  condition.  It  is  generally  old  and  requires  excessive  maintenance — 
which  we  nave  often  neglected. 

More  importantly,  our  barracks  do  not  offer  today's  service  members  privacy — and 
privacy  is  one  of  the  highest  priorities  for  single  service  members.  They  expect  to 
be  treated  as  adults. 

We  have  developed  a  consensus  on  a  standard  barracks  room  module  for  new  con- 
struction that  would  provide  private  sleeping  rooms  for  service  members.  We  are 
now  considering  the  timing,  financial  and  policy  implications  of  moving  to  the  new 
standard.  Once  we  have  developed  options  and  know  their  price  tags.  Secretary 
Perry  will  decide  the  matter. 

GETTING  HELP  FROM  PRIVATE  INDUSTRY 

Our  housing  problem  cannot  be  solved  using  traditional  military  construction 
methods.  To  build  new  on-base  housing,  we  spend  about  $135,000  per  unit.  By  law, 
in  most  cases  our  houses  are  smaller  than  contemporary  conunercial  standards. 
They  also  take  longer  to  build.  Overall,  we  spend  more  and  take  a  longer  time  to 
get  a  smaller  house. 

At  current  funding  levels  and  acquisition  cycle  times,  it  would  take  30—40  years 
to  correct  our  housing  deftciencies.  Tnis  is  clearly  inadequate. 

Our  goal  is  to  accomplish  this  in  10  years.  The  only  way  to  meet  our  goal  is  with 
help  from  private  industry. 

Private  Capital  and  Experience  are  Vast 

Almost  every  other  institution  in  our  Nation  obtains  housing  or  other  facilities 
using  private  capital.  Individuals  and  families  purchase  homes  by  mortgage  lending. 
Even  major  corporations  with  vast  resources  frequently  lease  space  that  is  owned, 
constructed  and  maintained  by  others.  At  a  time  when  the  Department  must  rec- 
oncile a  smaller  budget  to  a  growing  housing  problem,  it  seems  natural  to  look  for 
private  sector  help.  Such  up-front  investments  would  leverage  our  limited  appro- 
priated funds,  and  then  be  repaid  by  the  DOD  or  the  service  member  overtime. 

There  is  plenty  ofprivate  capital  available.  In  1994,  there  were  over  $500  billion 
in  new  mortgages.  That  year,  DOD's  total  investment  in  housing  construction  and 
renovation  was  less  than  $1  billion. 

We've  Done  This  Before 

Using  private  capital  for  DOD  housing  is  not  new.  There  has  been  a  range  of  ap- 
proaches and  some  very  notable  successes — and  failures. 

Wherry  and  CapehaH  Housing  Programs.  The  Wherry  and  Capehart  housing  pro- 
grams were  instituted  during  the  1950s  and  1960s  to  facilitate  the  acquisition  of 
military  family  housing.  These  programs  permitted  the  construction  of  such  housing 
using  private  sector  financing  rather  than  appropriated  funds.  The  Wherry  housing 
program,  a  rental  guarantee  program,  ran  from  about  1950  through  1955.  The 
Capehart  program,  under  which  mortgages  to  a  government  owned  corporation  were 
repaid  by  the  services,  ran  from  the  mid-1950s  to  the  mid-1960s.  From  1950  through 
1966  two-thirds  of  the  current  inventory — approximately  200,000  units — were  con- 
structed under  these  two  authorities.  Budgeting  and  financial  practices  have 
changed  since  that  time,  and  many  of  these  homes  are  currently  in  need  of  revital- 
ization  or  replacement,  but  the  success  of  the  Wherry  and  Capehart  programs  is  un- 
deniable. 
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Newer  Housing  Finance  Legislative  Authorities.  More  recently,  other  legislative 
authorities  have  been  provided  and  used  to  acquire  military  family  housing  in  co- 
operation with  the  private  sector.  These  include: 

•  Build-to-Lease  Program  (Section  2835,  Title  10,  referred  to  as  Section  801). 
DOD  would  lease  back  housing  for  20  years  built  under  this  authority. 

•  Housing  Rental  Guarantee  Program  (Section  2836,  Title  10,  referred  to  as  Sec- 
tion 802).  DOD  would  guarantee  occupancy  of  houses  built  under  this  authority. 

•  Leases  of  Non-Excess  Property  (Section  2667,  Title  10).  DOD  would  contribute 
land  to  a  housing  development,  then  lease  or  rent  back  the  houses. 

These  approacnes  have  had  some  success.  To  date,  the  services  have  leased  about 
12,000  housing  units  under  the  Build-to-Lease  (Section  801)  Program.  The  services 
have  found  that  this  program  produced  housing  much  faster  than  the  traditional 
military  construction  process.  However,  only  one  rental  guarantee  (Section  802) 
project  has  been  completed,  at  Kaneohe  Bay  Marine  Corps  Air  Station.  The  Army 
nas  successfully  out-leased  property  for  military  family  housing  projects  at  Fort  Ord 
under  Section  2667,  the  only  use  of  this  authority  for  housing. 

Unfortunately,  none  of  these  housing  finance  authorities  are  viable  today.  Changes 
to  budget  scoring  rules  or  to  the  legal  authorities  now  make  these  approaches  unat- 
tractive to  financiers  and/or  the  government. 

Early  this  year.  Secretary  Perry  asked  me  to  form  a  group  to  review  our  past  ex- 
perience, and  then  to  identify  and  develop  techniques — ^tx)o1s"  if  you  will — for  using 
private  sector  capital  to  construct  or  revitalize  housing.  The  Housing  Finance  Tiger 
Team  began  full-time  operation  in  early  February.  It  includes  full-time  personnel 
from  OSD  and  the  services. 

Lessons  Learned 

Based  upon  prior  exp)erience,  it  is  clear  that  several  disciplines  are  required  for 
private  approaches  to  be  effective. 

Flexibility:  Various  Approaches,  Used  in  Combination 

We  have  a  range  of  housing  problems.  In  many  cases,  our  need  is  for  renovated 
or  rebuilt  on-base  housing;  in  others,  new  off-base  construction  is  required.  Market 
conditions,  market  penetration,  land  cost  and  availability  and  developer  capabilities 
vary  from  base  to  base  and  case  to  case. 

Tliere  is  no  single  "magic  bullet"  to  solve  this  problem.  In  real  estate,  one  size 
does  not  fit  all.  Each  location,  each  project,  and  the  best  terms  for  each  will  vary. 
Approaches  that  work  in  one  location  can  fail  dismally  at  another. 

Unfortunately,  previous  legislative  authorities  ignored  the  need  to  be  flexible.  In 
most  cases,  rigid  limits  were  placed  upon  the  terms  and  conditions  under  which 
they  could  be  offered:  leases  or  guarantees  could  only  be  offered  for  a  specific  num- 
ber of  years,  units  were  limited  to  uncommercial  sizes.  As  a  result,  in  many  cases 
they  proved  not  to  be  economic. 

Furthermore,  individual  legislation  was  required  in  many  cases,  e.g.,  to  contribute 
land  or  combine  approaches.  As  a  result,  few  developers  were  willing  to  wait  when 
more  commercial  opportunities  were  available. 

Government  Commitment 

Access  to  private  capital  also  means  that  developers  have  confidence  in  their  re- 
turns. DOD  must  be  ready  to  provide  the  appropriate  commitments  of  financial  sup- 
port. This  could  include  loan  or  mortgage  guarantees;  mortgage  insurance;  rental  or 
occupancy  guarantees;  or  other  assurances  that  the  customer  (the  military)  will  be 
there  for  the  long  term. 

But  a  commitment,  once  made,  must  be  kept.  Unfortunately,  in  order  to  avoid  rec- 
ognizing conunitments  for  budget  scoring  purposes,  many  of  the  previous  authorities 
were  made  explicitly  dependent  on  future  congressional  appropriations.  The  result 
was  a  much  smaller  budget  problem — because  thereafter  no  developer  had  any  con- 
fidence that  the  Department  could  or  would  live  up  to  its  commitments.  In  short, 
they  were  not  commitments  at  all. 

Use  of  Commercial  Standards  and  Procedures 

We  must  also  recognize  the  private  sector's  timetables,  practices  and  require- 
ments, and  adapt  to  them.  If  the  DOD  wants  the  private  sector  funds  and  expertise, 
we  must  be  prepared  to  plan,  program,  budget,  and  execute  projects  that  are  com- 
petitive with  a  developer's  other  alternatives  in  speed  and  in  return. 

Here,  too,  DOD's  past  practice  has  been  otherwise.  Housing  procurements  have 
involved  elaborate  specifications  and  procedures  (many,  such  as  maximum  size  and 
contractor  requirements,  required  by  statute).  Most  developers  have  neither  the  cap- 
ital nor  the  desire  to  learn  our  special  procedures  nor  the  peculiarities  of  our 
MILSPEC  housing.  Those  that  do  charge  us  for  having  done  so. 
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If  we  can  resist  the  temptation  to  specify  each  detail  and  instead  use  commercial 
specifications,  and  if  we  can  simplify  procedures  enough  to  access  the  thousands  of 
developers  who  have  never  learned  our  own  special  rules,  we  will  be  able  to  remedy 
our  housing  deficiencies  faster  and  less  expensively  than  would  ever  be  possible 
under  traditional  MILCON  procedures. 

HELPING  PRIVATE  INDUSTRY  HELP  DEFENSE 

The  Military  Family  Housing  Reuiialization  Act 

As  a  result  of  these  efforts,  the  Department  has  submitted  to  Congress  this  week 
comprehensive  legislation,  the  "Military  Family  Housing  Revitalization  Act  of  1995." 
This  legislation  represents  the  collective  knowledge  and  experience  of  the  service 
staffs,  and  private  industry.  It  addresses  each  of  the  shortcomings  of  previous  ap- 
proaches. 

A  Range  of  Tools,  Usable  Flexibly 
The  legislation  asks  for  a  "kit  bag"  of  authorities  with  the  flexibility  necessary  to 
respond  and  take  advantage  of  each  installation's  unique  circumstances.  They  in- 
clude: 

•  Guarantees.  Authority  for  DOD  to  guarantee  or  insure  mortgage  payments  or 
rent  or  occupancy  levels.  This  represents  a  broadening  of  current  rental  guarantee 
authority.  Developers  could  thereby  commit  or  raise  capital,  knowing  that  DOD 
would  assure  a  continued  demand  for  the  project  or  assume  a  financial  risk  for  not 
doing  so.  In  areas  where  allowances  are  close  to  market  rents,  guarantees  might  be 
just  the  additional  incentive  needed  to  obtain  private  development. 

Where  costs  are  much  higher  than  allowances,  however,  more  than  just  a  guaran- 
tee will  be  necessary.  In  such  circumstances,  additional  tools  could  include: 

•  Conixnitinents.  DOD  already  has  authority  to  enter  into  leases  in  some  in- 
stances, but  the  terms  and  conditions  are  too  limited  for  the  current  authority  to 
be  usable.  The  proposal  would  broaden  that  authority  and  permit  conunitments  for 
fixed  payments  of  less  than  the  full  cost  (which  would  be  used  in  combination  with 
housing  allowances). 

•  Investments.  Currently  DOD  may  contribute  its  own  land  to  a  venture  only 
with  special  legislative  approval.  The  Navy  also  has  the  ability  to  invest  cash  in  lim- 
ited partnerships.  The  proposed  legislation  would  p>ermit  such  investments  in  com- 
bination with  other  authorities  without  additional  legislation  and  would  broaden  the 
terms  under  which  such  co-investments  could  be  made. 

Application  on  a  Pilot  Basis 

Because  the  Department  lacks  experience  with  these  private  housing  finance  ap- 

B roaches,  we  are  proposing  their  use  as  a  pilot  program.  Under  this  approach,  the 
department  would  test  these  tools  on  a  range  of  bases  from  all  services,  and  in  the 
full  variety  of  housing  situations. 

We  would  choose  the  bases  and  projects  largely  on  the  basis  of  existing  depart- 
mental and  congressional  priorities.  Where  a  project  has  already  been  approved  for 
MILCON,  the  legislation  would  authorize  DOD  to  use  private  capital  if  doing  so 
would  be  faster  or  less  expensive.  The  le^slation  also  proposes  $22  million  of  budget 
authority  for  other  housing  projects,  at  bases  where  no  family  housing  MILCON  was 
programmed  or  where  an  additional  approach  is  justified. 

Integral  to  the  proposed  legislation  is  a  centrally  managed  account  for  all  funds 
to  be  used  to  execute  these  authorities — The  Family  Housing  Improvement  Fund. 
Funds  for  this  account  would  be  appropriated  by  the  Congress,  together  with  funds 
transferred  from  other  appropriations  of  the  Department  of  Defense  for  family  hous- 
ing purposes.  The  account  would  be  administered  as  a  single  account  without  fiscal 
year  limitations.  In  addition  to  appropriations  and  transfers,  it  would  receive  the 
return  on  investments  and  both  rent  and  proceeds  from  housing  related  leases  and 
conveyances.  Transfers  of  appropriated  funds  to  the  account  would  require  notice  to 
Congress,  together  with  a  written  explanation. 

The  authority  to  use  these  tools  would  "sunset"  in  5  years.  Furthermore,  their  use 
during  the  pilot  period  would  be  limited  to  $1  billion  in  total  budget  authority. 

During  this  period,  the  Congress  would  be  kept  fully  informed  where  and  how 
these  tools  are  used.  The  Secretary  will  report  on  each  individual  contract  and  also 
submit  an  annual  report  detailing  the  activities  and  commitments  made  under  the 
program.  Before  the  pilot  program  ends,  the  Secretary  will  provide  a  final  report 
describing  our  experience  and  recommending  both  permanent  authorities  and  the 
procedures  for  using  them. 
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Implementation 

The  authorities  we  are  proposing  were  developed  jointly  with  the  services.  Ulti- 
mately, we  expect  each  service  to  apply  them  on  a  local  basis  in  making  individual 
housing  procurement  decisions.  However,  no  service  currently  possesses  the  exper- 
tise to  develop,  analyze  and  negotiate  these  techniaues.  An  initial  period  of  learning 
the  techniques  and  gaining  the  expertise  to  apoly  them  effectively  will  be  necessary. 

After  consultation  with  the  services,  we  concluded  that  the  fastest  and  most  effec- 
tive way  to  implement  these  authorities  would  be  to  create  a  Special  Program  Of- 
fice, with  staff  from  all  services  and  contractor  support  to  provide  extensive  private 
real  estate  legal  and  financial  advice.  The  SPO  would  initially  be  charged  with  de- 
veloping both  a  limited  set  of  projects  and  the  procedures  for  broader  application 
by  tne  services.  Over  time  the  SPO's  responsibilities  will  devolve  to  the  individual 
services. 

One  area  that  clearly  deserves  early  attention  is  our  procurement  practices.  Thus 
far  it  appears  that  our  frequently  cumbersome  procurement  procedures  for  housing 
are  largely  self-inflicted.  Therefore  we  don't  foresee  a  need  for  significant  acquisition 
legislative  changes  at  this  time.  However,  if  in  reviewing  our  own  procedures,  we 
find  that  changes  in  acquisition  law  make  sense,  the  Department  will  bring  those 
recommendations  forward  also. 

We  also  think  that  some  of  these  authorities  could  prove  useful  to  help  solve  the 
barracks  problem.  At  this  time,  however,  we  have  only  proposed  to  test  the  authori- 
ties on  family  housing. 

CONCLUSION 

In  closing,  I  would  like  to  thank  you  for  providing  me  this  opportunity.  We  know 
that  you  share  our  goals,  and  look  forwara  to  woriking  with  you  to  acnieve  them. 
The  challenge  is  not  easy,  but  it  is  critical;  and  our  troops  deserve  our  best. 

We  can  develop  practical  and  cost-effective  tools  to  make  use  of  private  capital — 
but  only  with  your  help.  With  your  support,  we  can  gain  access  to  billions  of  dollars 
of  private  capital  and  tne  extraordinary  depth  of  private  expertise. 

We  hope  tnat  the  Congress  will  put  the  new  authorities  and  the  new  procedures 
in  place  this  year.  Properly  executed,  the  early  projects  could  become  models  for  pro- 
curement of  Hundreds  of  thousands  of  houses  in  the  years  to  come.  Together,  we 
can  improve  the  quality  of  life  for  hundreds  of  thousands  of  service  members  and 
their  families.  We  could  have  a  decade  of  renewal  instead  of  a  generation  of  contin- 
ued decline. 

Senator  McCaen.  Secretary  Coleman. 

STATEMENT  OF  HON.  RODNEY  A.  COLEMAN,  ASSISTANT  SEC- 
RETARY OF  THE  AIR  FORCE  FOR  MANPOWER,  RESERVE  AF- 
FAIRS, INSTALLATION  AND  ENVIRONMENT 

Mr.  Coleman.  We  do  not  have  anything  other  than  full  support 
for  what  Mr.  Grotbaum  just  delineated. 

[The  prepared  statement  of  Mr.  Coleman  follows:! 

Prepared  Statement  by  Hon.  Rodney  A.  Coleman,  Assistant  Secretary  of  the 
Air  Force  (Manpower,  Reserve  Affairs,  Installations  and  Environment) 

introduction 

I  appreciate  the  opportunity  to  appear  before  you  today  to  discuss  the  Department 
of  the  Air  Force  housing  portion  ol  the  fiscal  year  1996  Military  Construction  budg- 
et. 

As  you  know,  the  Air  Force  has  always  placed  a  high  priority  on  quality  of  life 
for  our  people.  Our  people  are  our  most  valuable  asset  since  they're  at  the  core  of 
all  we  do.  'Hie  Secretary  of  the  Air  Forci^'s  "People  First"  initiative  provides  quality 
facilities  for  our  f>eople  to  live  and  work  in.  We  recognize  in  these  times  of 
downsizing  and  realignment,  the  inci^eased  importance  of  maintaining  a  reasonable 
quality  of  life  for  our  service  members  and  their  families. 

In  the  facilities  arena,  the  majority  of  our  quality  of  life  efforts  focus  on  improving 
unaccompanied  and  family  housing.  The  living  environments  we  provide  our  people 
contribute  major  dividends  to  the  Air  Force  through  increased  productivity  and  re- 
tention of  highly  trained  personnel  who  feel  the  Air  Force  cares  enough  about  them 
to  provide  them  good  facilities  for  their  homes.  In  the  Active  Air  Force  fiscal  year 
1996  Military  Construction  request  of  $1,593  billion;  $1,098  billion  is  for  Military 
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Family  Housing  and  $495  million  is  for  traditional  MILCON.  Within  the  $495  mil- 
lion, 27  percent  is  for  dormitory  construction. 

DORMITORIES 

The  number  one  concern  among  our  airmen  in  unaccompanied  personnel  housing 
is  privacy — a  very  basic  and  important  need.  Currently,  72  percent  of  the  Air  Force 
dormitory  inventory  is  configured  for  two  people  to  each  room  and  four  to  each  bath- 
room for  the  first  four  enlisted  grades.  Twenty-eight  percent  of  our  dorms  are  even 
worse,  many  with  gang  latrines. 

The  Air  Force  goal  is  to  provide  at  least  a  private  sleeping  room  to  every  airman 
we  house.  We  have  been  a  leading  member  of  the  Department  of  Defense  team  de- 
veloping what  the  proper  standard  should  be  for  dormitory  construction.  When  the 
Secretary  of  Defense  approves  this  standard,  we  will  target  investment  in  the  dor- 
mitories still  in  the  gang-latrine  configuration. 

Our  fiscal  year  1996  MILCON  program  includes  24  dormitory  projects  valued  at 
$132.55  million.  These  projects  will  provide  a  total  of  2,953  spaces  based  on  the  pro- 
posed DOD  standard  of  private  sleeping  rooms.  This  is  the  largest  request  for  dor- 
mitories since  1989. 

MILITARY  FAMILY  HOUSING 

The  Air  Force  leadership  considers  Military  Family  Housing  to  be  one  of  its  most 
important  facility  programs.  We  are  convinced  that  no  other  facility  prograro  influ- 
ences the  performance  and  commitment  of  our  people  as  much  as  having  quality 
homes  for  their  families.  Due  in  large  part  to  this  strong  commitment  on  the  part 
of  our  leadership  and  the  continued  strong  support  of  the  Congress,  our  Military 
Family  Housing  investment  program  has  not  been  reduced  during  these  recent 
times  of  uncertainty  due  to  BRA(1  Nevertheless,  almost  60,000  housing  units  do  not 
measure  up  to  contemporary  standards.  The  average  age  of  our  housing  inventory 
is  32  years,  so  we  must  continue  our  major  improvement  and  replacement  programs. 
But  the  current  funding  stream  won't  get  the  job  done  for  at  least  25  years.  We  ur- 
gently need  a  financial  tool  which  will  enable  us  to  accelerate  improvements  to  our 
existing  family  housing  inventory.  In  the  past,  the  scoring  rules  of  the  Budget  En- 
forcement Act  have  made  it  difficult  for  us  to  use  private-sector  financing  to  meet 
this  goal. 

Toward  this  end,  the  Air  Force  is  participating  in  a  Department  of  Defense  qual- 
ity of  life  panel  aimed  at  developing  alternative  financing  tools  to  use  private  sector 
resources  to  address  our  Family  Housing  requirements.  The  Air  Force  is  hopeful 
this  high-priority  initiative  is  successful  in  providing  effective  third-party  financing 
alternatives. 

Improving  the  quality  of  our  Family  Housing  Program  is  even  more  important  in 
this  era  of  overseas  reductions,  domestic  base  closures,  major  force  reductions  and 
ongoing  reorganization  of  the  Air  Force.  These  unavoidable  adjustments  to  our 
forces  and  facilities  are  a  reflection  of  the  times  we  live  in  and,  although  they  are 
necessary  to  properly  downsize  our  establishment,  these  adjustments  are  highly  dis- 
ruptive to  the  lives  of  military  families.  Therefore,  it  is  imperative  that  we  provide 
them  the  security  and  quality  of  life  they  are  entitled  to  in  their  homes. 

It  is  DOD  policy  to  rely  first  on  local  community  housing  for  our  families.  Where 
the  local  community  does  not  provide  sufficient  homes,  we  meet  the  remaining  re- 
quirement with  Military  Family  Housing.  Our  fiscal  year  1996  budget  request  for 
Family  Housing  includes  a  limited  number  of  new  homes,  replacement  of  old  houses, 
improvements  to  our  existing  housing  inventory,  and  operation  and  maintenance 
funds  to  properly  manage  our  inventory  of  homes.  The  capital  investment  portion 
of  the  request — $249  million — continues  to  emphasize  the  "Whole  HouseAVhole 
Neighborhood"  improvement  program  to  bring  the  Air  Force's  aging  housing  up  to 
contemporary  standards  througn  comprehensive  revitalization  or  replacement. 
Eighty-four  percent  of  our  fiscal  year  1996  request  for  capital  improvements  re- 
places or  improves  homes  for  junior  enlisted  families. 

The  Housing  Improvements  program  has  been  extremely  successful.  The  Air  Force 
has  improved  over  18,000  homes  since  1988.  Under  the  "Whole  House"  concept, 
worn-out  bathrooms  and  kitchens  are  updated,  obsolete  utility  and  structural  sys- 
tems are  replaced,  additional  living  space  is  provided  as  permitted  by  law,  and  at 
the  same  time,  all  required  maintenance  and  repair  is  accomplished.  The  result  is 
a  very  cost-effective  investment  that  extends  the  life  of  these  houses  25  years.  In 
addition,  the  "Whole  Neighborhood"  program  provides  recreation  areas,  landscaping, 
playgrounds  and  utility  support  systems  to  give  us  attractive  and  functional  housing 
communities. 
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Our  fiscal  year  1996  improvement  request  is  for  $94  million  to  revitalize  944 
homes,  improve  two  housing  support  facilities  and  accomplish  several  neighborhood 
improvements.  We  are  requesting  $155  million  in  fiscal  year  1996  to  construct  176 
new  houses  and  1,027  replacement  houses  at  19  CONUS  bases  and  one  overseas 
base;  and  to  replace  13  housing  support  facilities. 

The  1,027  replacement  houses  replace  existing  homes  that  are  no  longer  economi- 
cal to  improve.  The  new  Family  Housing  construction  is  at  Pope  Air  rorce  Base, 
North  Carolina  (104  houses),  and  White  man  Air  Force  Base,  Missouri  (72  houses). 
Both  of  these  projects  are  for  junior  enlisted  families. 

We  are  reauesting  funds  to  replace  13  badly  deteriorated  and  uneconomical  Fam- 
ily Housing  Management  offices  and  maintenance  facilities.  It  is  important  to  pro- 
vide good  quality  facilities  where  Air  Force  families  can  be  assisted  in  their  housing 
search  and  home  maintenance  needs  by  our  Family  Housing  professionals. 

Our  fiscal  year  1996  reouest  for  Family  Housing  operations,  utilities  and  mainte- 
nance is  $733.5  million.  These  funds  are  necessary  to  operate  and  maintain  the 
nearly  114,000  homes  in  the  Air  Force  inventory — representing  a  replacement  value 
of  $12.5  billion.  Approximately  80  percent  of  this  requested  funding  represents  the 
Air  Force's  obligation  as  homeowners  for  items  such  as  repairs,  change  of  occupancy 
maintenance,  utilities  and  refuse  collection.  The  remaining  20  percent  is  applied  to 
major  maintenance  contracts  that  fix  the  deteriorating  infrastructure  such  as  elec- 
trical distribution  systems,  streets  and  roofs. 

We  have  requested  $115.7  million  for  leasing  both  domestic  and  overseas  houses. 
This  amount  includes  an  increase  in  the  number  of  leases  at  Aviano  Air  Base,  Italy, 
to  support  a  mission  realignment,  and  an  addition  of  leased  units  in  Singapore  to 
provide  suitable,  safe  housing  for  our  assigned  families  in  accordance  with  a  new 
country-to-country  agreement. 

Our  fiscal  year  1996  Military  Family  Housing  budget  request  reflects  our  commit- 
ment to  put    people  first"  by  providing  quality  homes  for  our  families. 

CONCLUSION 

In  conclusion,  I  thank  the  committee  for  its  strong  support  of  Air  Force  housing 
and  the  benefits  this  has  provided  to  the  Air  Force  in  readiness,  retention,  recruit- 
ing and  quality  performance  of  our  personnel. 

I  will  be  happy  to  answer  any  questions  you  may  have. 

Senator  McCain.  Secretary  Pirie. 

STATEMENT  OF  HON.  ROBERT  B.  PIRIE,  JR.,  ASSISTANT  SEC- 
RETARY  OF  THE  NAVY  FOR  INSTALLATIONS  AND  ENVIRON. 
MENT 

Mr.  PiRlE.  Yes,  I  certainly  associate  myself  with  Secretary 
Gotbaum's  remarks.  We  participated  in  this  process,  as  he  said, 
and  we  are  entirely  behind  it. 

Senator  McCain.  Thank  you. 

[The  prepared  statement  of  Mr.  Pirie  follows:] 

Prepared  Statement  by  Robert  B.  Pirie,  Jr.,  Assistant  Secretary  of  the  Navy 
(Installations  and  Environment) 

Good  afternoon,  Mr.  Chairman  and  members  of  the  committees.  I  am  Robert  B. 
Pirie,  Jr.,  Assistant  Secretary  of  the  Navy  for  Installations  and  Environment.  I  ap- 
preciate the  opportunity  to  speak  to  you  today  on  the  Department  of  the  Navys 
housing  program. 

I  will  focus  my  comments  on  our  housing  programs.  The  family  housing  program 
is  oriented  toward  our  members  who  are  married,  particularly  those  who  nave  chil- 
dren. The  bachelor  quarters  (BQ)  program  houses  our  single  members,  geographical 
bachelors,  students,  trainees,  transients,  and  recruits.  I  want  to  describe  for  you  our 
housing  goals,  how  we  calculate  requirements,  the  current  status  of  these  programs, 
our  fiscal  year  1996  housing  budget  request,  and  how  we  hope  to  use  innovative  ap- 
proaches to  solve  long-standing  housing  shortages. 

Housing  and  Quality -of- Life 

We  have  all  seen  media  coverage  of  the  many  contingency  operations  that  naval 
forces  have  supported  in  the  last  year.  Certainly,  our  peacekeeping  efforts  in  Soma- 
lia and  Haiti,  assistance  in  the  seaborne  exodus  of  refugees  from  Cuba  and  Haiti, 
immediate  response  to  renewed  Iraqi  threats   against  Kuwait,  contingency  oper- 
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ations  on  the  Korean  Peninsula,  and  participation  in  the  no  fly  zones  over  Bosnia 
and  Iraq  are  among  those  that  have  been  prominently  displayed  on  TV,  the  radio, 
or  in  print. 

The  Secretary  of  the  Navy,  the  Chief  of  Naval  Operations,  the  Commandant  of 
the  Marine  Corps,  and  I  are  particularly  proud  of  how  our  sailors  and  marines  have 
performed  in  these  very  formidable  tasks,  as  well  as  the  more  routine  deployments 
and  training  exercises  that  have  not  made  front  page  headlines.  Clearly,  we  need 
to  attract,  properly  train,  outfit,  and  retain  top  calibre  people  from  across  the  Unit- 
ed States  if  we  expect  to  maintain  a  fully  capable,  responsive  military  capability  in 
support  of  our  national  goals. 

The  members  of  the  Personnel  and  Readiness  Subcommittees  know  how  impor- 
tant quality-of-life  is  to  ensuring  our  military  capability.  We  need  to  invest  in  qual- 
ity-of-life  for  our  people  in  the  same  way  as  we  invest  in  technology,  combat  sys- 
tems, and  weapon  platforms.  Suitable  housing  is  an  important  ingrement  in  quality- 
of-life.  It  is  so  important,  in  fact,  that  our  budget  request  for  housing  programs  is 
growing  despite  overall  budget  reductions. 

While  the  housing  programs  I  will  be  describing  are  part  of  my  domain  within 
the  Department  of  the  Navy,  the  joint  nature  of  this  hearing  requires  that  I  also 
point  out  a  few  other  key  aspects  of  the  overall  quality-of-life  focus  in  the  military, 
including:  access  to  proper  medical  care  for  members  and  their  families;  suitable 
compensation;  availability  of  morale,  welfare  and  recreation  opportunities;  access  to 
child  care;  and  quality-of-life  in  the  workplace. 

Proper  compensation  for  those  who  have  sworn  to  "defend  the  constitution  from 
all  enemies  foreign  and  domestic"  is  particularly  relevant  to  a  discussion  on  military 
housing.  Military  compensation,  particularly  for  the  Basic  Allowance  for  Quarters 
and  the  Variable  Housing  Allowance  (BAQ/VHA),  significantly  affects  the  need  to 
acquire  military  housing.  The  greater  the  compensation,  the  greater  opportunity  to 
rely  on  housing  available  in  the  community,  and  the  less  need  to  acquire  military 
housing.  Conversely,  the  lower  the  compensation,  the  less  likelihood  of  finding  suit- 
able housing  in  the  community,  and  the  greater  need  to  acquire  military  housing. 
BAQATIA  was  intended  to  limit  the  out-of-pocket  contribution  for  suitable  housing 
by  sailors  and  marines  to  15  percent.  However,  compensation  surveys  currently  indi- 
cate that  out-of-pocket  contributions  are  now  22  percent.  Sailors  and  marines  living 
in  the  community  must  either  pay  more  out-of-pocket  for  suitable  accommodations, 
live  further  away  and  spend  more  time  and  money  commuting,  or  accept  smaller " 
homes  in  less  desirable  neighborhoods.  In  short,  the  purchasing  power  of  military 
members  has  been  eroded,  and  this  translates  to  greater  pressure  for  us  to  acquire 
homes  for  members  to  live  in. 

MILITARY  FAMILY  HOUSING 
Housing  Goal 

The  goal  of  our  family  housing  program  is  to  provide  suitable  housing  on  or  near 
our  bases  for  all  married  enlisted  and  officer  personnel  and  their  families.  As  you 
know,  a  career  in  the  Navy  or  Marine  Corps  is  an  arduous  one,  punctuated  by  long 
deployments  away  from  family,  all  too  oflen  facing  dilTicult  challenges  with  inter- 
national consequences.  It  is  imperative  that  we  provide  a  safe  and  suitable  home 
environment  for  the  spouse  ana  children  while  the  member  is  deployed,  and  a  de- 
cent, comfortable  home  to  which  members  can  return. 

Housing  Requirements  Determination 

Our  starting  point  to  calculate  overall  housing  requirements  is  the  predicted  ac- 
tive duty  and  full  time  reserve  end  strength  of  the  Navy  and  Marine  Corps  at  the 
end  of  the  Future  Year  Defense  Plan,  currently  the  year  2001.  We  then  subtract 
the  estimated  number  of:  single  members;  those  that  are  housed  in  Department  of 
the  Navy  controlled  housing  (owned  or  leased);  and  from  a  survey  of  service  mem- 
bers, those  members  that  indicate  they  are  suitably  housed  in  the  community  ac- 
cording to  specific  DOD  criteria.  The  remainder  represents  a  family  housing  deficit 
at  a  particulair  location.  Of  course,  in  developing  a  specific  acquisition  initiative,  we 
do  a  local  market  analysis  to  project  the  future  supply  of  private  sector  housing  such 
as  the  gain  or  loss  of  major  industries,  changes  in  nousing  costs,  etc. 

PROJECTED  HOUSD^G  SHORTFALL 

Navy  14,700 

Marine  Corps 7,700 


Total  22,400 
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Our  first  choice,  however,  is  not  to  build  or  lease  homes  to  solve  the  housing 
shortfall,  but  rather  to  try  to  house  Navy  and  Marine  Corps  families  in  nearby  locd 
communities.  In  fact,  75  percent  of  Navy  and  Marine  Corps  families  purchase  or 
rent  homes  in  nei^borhoods  around  the  base.  All  family  housing  offices  run  a  refer- 
ral service  to  help  military  families  find  affordable  houses  in  good  neighborhoods 
with  good  schools  and  a  reasonable  commuting  distance.  We  nave  improved  our 
housing  information  network  and  extended  office  hours  to  better  serve  our  military 
families. 

We  only  try  to  acquire  family  housing  where  the  local  conununitv  is  unable  to  pro- 
vide a  suitable  number  of  homes  for  our  service  members  and  their  families.  Our 
primary  deficit  locations  are  in  areas  of  major  fleet  concentrations,  while  others  are 
smaller  bases  in  more  rural  areas,  such  as  Wallops  Island,  Virginia  where  there  is 
simply  no  affordable  community  housing  available. 

MAJOR  FAMILY  HOUSING  DEFICITS 


Navy: 

San  Diego,  CA  4,200 

Lemoore,  CA  1,200 

Mayport,  FL  1,200 

Marine  Corps: 

Camp  Pendleton,  CA  5,200 

29  Palms,  CA  1,200 

Beaufort,  SC 550 

Housing  Investment 

We  have  made  a  significant  investment  in  the  past  to  acquire  housing  by  military 
construction,  transfer  from  other  services,  or  occasionally  outright  purchase.  We  cur- 
rently have  nearly  95,000  homes  that  we  own  and  must  operate  and  maintain.  In 
addition,  we  have  about  4,600  homes  that  we  lease  under  domestic,  foreign.  Section 
801  Build-to-Lease,  or  Section  802  Rental  Guarantee  authorities. 

FAMILY  HOUSING  INVENTORY 

(Actual  Fiscal  Year  1994) 

Owned  95,161 

Leased 4,646 

Total  99,807 

Family  Housing  Status 

We  have  a  strong  program  to  tap  into  the  local  housing  market  and  help  families 
find  suitable  housing,  but  BAQA^A  limitations  have  failed  to  keep  pace  with  the 
economy.  We  have  an  admittedly  large,  diverse,  and  worldwide  inventory  of  homes 
available  for  many  service  members,  with  a  plant  replacement  value  estimated  at 
$11.4  billion  for  the  Navy  and  $2.7  billion  for  the  Marine  Corps.  It  is  a  continuing 
struggle  to  operate  and  maintain  them  properly.  The  fact  that  the  average  age  oi 
family  housing  units  is  34  years  for  the  Navy  and  31  years  for  the  Marine  Corps 
places  a  greater  burden  on  maintenance  and  repair.  Our  estimated  revitalization 
Dacklog  is  $2.6  billion  for  the  Navy  and  $645  million  for  the  Marine  Corps. 

AGE  DISTRIBUTION  OF  HOMES 

Percent 


Navy 


Marine 
Corps 


Age  (Yrs.): 

0-10 

11-20 

21-30 


7 

17 

25 

11 

32 

11 
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AGE  DISTRIBUTION  OF  HOMES— Continued 


Percent 

Navy 

Marine 
Corps 

31-40  

23 

26 

41+  

13 

35 

Family  Housing  Priority:  Fix  What  We  Own 

Our  first  priority  is  to  fix  what  we  already  own,  and  acquire  additional  homes  to 
meet  shortages  as  money  becomes  available. 

I  am  pleased  to  say  that  in  fiscal  year  1996,  with  just  such  goals  in  mind,  we  have 
budgeted  a  26  percent  increase  above  fiscal  year  1995  levels  for  family  housing.  We 
are  asking  your  approval  for  $1.5  billion  for  family  housing  in  fiscal  year  1996, 
slightly  less  than  that  in  fiscal  year  1997.  We  have  budgeted  significant  increases 
in  construction,  improvements,  and  maintenance  accounts  as  part  of  our  efforts  to 
take  better  care  of  the  homes  we  already  have.  Our  fiscal  year  1996  construction 
request  consists  of  four  replacement  construction  projects  providing  1,158  homes 
and  one  new  construction  project  for  69  homes.  Our  fiscal  year  1997  construction 
request  consists  of  four  replacement  construction  projects  providing  1,029  homes, 
and  three  new  construction  projects  providing  220  homes.  We  have  carefully  scruti- 
nized the  homes  we  are  targeting  for  replacement  construction  in  fiscal  years  1996 
and  1997  and  concluded  that  they  are  still  needed  and  cannot  be  economically  revi- 
talized. We  have  also  budgeted  for  construction  of  housing  office  community  centers 
and  self-help  centers  at  several  locations.  There  is  an  additional  $32  million  for  fam- 
ily housing  construction  in  fiscal  year  1996  included  in  the  BRAC  91/93  budget. 

FISCAL  YEAR  1996  BUDGET  REQUEST 

Fiscal  years 


1996 


Construction 88  194  208 

Improvements  156  247  191 

Design  24  24  28 

Operations  399  411  420 

Maintenance 438  534  492 

Leasing  100  104  115 


Total  1,205        1,514        1,454 

Similarly,  we  are  investing  a  total  of  $247  million  in  fiscal  year  1996  for  revitaliz- 
ing homes.  Rather  than  piecemeal  improvements  to  individual  homes,  we  are  con- 
tinuing our  focus  on  the  Navy's  Neighborhoods  of  Excellence  Program  (NOE),  and 
the  Commandant's  Campaign  Plan  (CCP)  for  Marine  Corps  housing.  Under  NOE 
and  CCP,  we  target  an  entire  neighborhood  and  upgrade  electrical  and  plumbing 
systems,  replace  windows  and  doors,  install  insulation,  update  kitchens  and  baths, 
as  well  as  improve  landscaping,  street  lighting,  and  utility  services  as  necessary.  We 
have  found  that  such  an  approach  brings  visible  improvements,  and  greater  per- 
sonal satisfaction,  to  all  residents  in  the  neighborhood. 

We  have  also  budgeted  a  $96  million  increase  above  fiscal  year  1995  for  mainte- 
nance and  repair.  This  additional  money  will  help  improve  routine  landlord  services 
such  as  change  of  occupancy  maintenance,  minor  repairs,  and  emergency  service 
calls. 

The  other  major  components  of  our  family  housing  budget  request  include  $411 
million  for  operations  and  $104  million  for  leasing  in  fiscal  year  1996.  The  oper- 
ations funds  pay  for  utilities,  management,  furnishings,  and  other  support  costs  for 
the  97,000  homes  worldwide.  The  leasing  funds  pay  for  approximately  6,400  leased 
units  in  the  United  States  and  overseas.  Approximately  half  of  the  leases  are  under 
the  Section  801  Build-to-Lease  Program  initiated  in  1984.  Both  the  Operations  and 
Leasing  budget  requests  remain  steady. 
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Oahu  Housing 

The  Department  of  the  Navy  has  been  very  concerned  about  the  state  of  family 
housing  in  Hawaii  for  sometime.  The  homes  there  were  in  serious  disrepair,  and  the 
prohibitive  cost  of  housing  in  the  private  sector  left  many  of  our  members  with  few 
options.  The  Army  had  been  responsible  for  progranmiing  and  budgeting  family 
housing  in  Hawaii  for  all  services  since  1984.  With  the  decline  in  the  Department 
of  Defense  funding,  that  responsibility  became  too  much  of  a  burden  for  one  service 
to  shoulder. 

Last  year,  the  Secretary  of  Defense  approved  the  transfer  of  management  and 
funding  responsibility  for  family  housing  in  Hawaii  to  each  of  the  services  effective 
September  1,  1994.  The  Navy  reprogrammed  $14  million  at  the  end  of  fiscal  year 
1994  for  immediate  repairs  to  some  units.  The  Fiscal  Year  1995  Authorization  and 
Appropriations  Acts  transferred  $84  million  from  the  Department  of  the  Army  to  the 
Department  of  the  Navy,  and  provided  $16  million  in  additional  Navy  funding  for 
replacement  construction  of  100  homes  at  Moanalua  Terrace.  We  appreciate  the 
committee's  past  support  for  our  families  living  in  Oahu. 

We  are  continuing  our  revitalization  of  housing  in  Hawaii.  In  addition  to  the  oper- 
ation and  maintenance  funding  transferred  from  the  Army,  we  have  added  $131 
million  for  Oahu  housing  in  fiscal  year  1996  and  $132  million  in  fiscal  year  1997 
to  support  five  NOE  projects,  completion  of  replacement  construction  at  Moanalua 
Terrace,  replacement  of  homes  at  Marine  Corps  Base  Kaneohe  Bay,  and  additional 
operations  and  maintenance  funding. 

Family  Housing  in  Naples,  Italy 

The  availability  of  suitable  family  housing  at  overseas  locations  is  especially  im- 
portant. I  want  to  thank  you  for  your  past  support  of  a  replacement  build/lease  fam- 
ily housing  project  near  Naples,  Italy.  This  elTort  is  the  next  step  in  the  comprehen- 
sive "Naples  Improvement  Initiative,"  which  the  Navy  and  the  Congress  embarked 
on  in  1986  to  move  our  people  and  facilities  from  an  active  volcanic  crater  at 
Agnano  to  another  location  at  Capodichino  airfield.  Numerous  military  construction 
projects  for  operational  facilities  have  previously  been  authorized  and  appropriated, 
ana  construction  of  these  facilities  is  nearly  complete. 

The  conditions  that  necessitated  replacement  of  these  operational  facilities  also 
exist  in  the  housing  area.  About  850  of  our  families  are  currently  living  in  leased 
units  that  have  serious  structural  problems  from  seismic  activity  in  the  early  1980s. 
Families  living  in  these  leased  units  experience  continual  problems  with  power  dis- 
tribution, potable  water,  sanitation,  security,  as  well  as  the  potential  for  cata- 
strophic collapse  of  the  buildings.  The  living  environment  in  Naples  is  the  worst 
that  the  Navy  has  to  offer  its  families  anywhere  in  the  world  with  no  alternatives 
for  individual  choice. 

At  congressional  direction,  we  have  sought  a  replacement  lease  in  lieu  of  military 
construction.  The  leasing  process  has  admittedly  been  very  challenging,  as  overseas 
contractual  issues  can  be.  I  believe  all  these  issues  are  now  resolved.  We  are  await- 
ing final  congressional  approval  to  award  a  lease-construct  contract  for  a  family  sup- 
port complex  that  will  provide  new  homes,  schools  and  community  facilities  for  up 
to  1,000  Navy  and  Marine  Corps  families. 

BACHELOR  QUARTERS 

Bachelor  Quarters  Goal 

SimUar  to  our  family  housing  program,  the  goal  of  our  BQ  program  is  to  suitably 
house  all  of  our  "single"  sailors  and  marines,  which  includes  unmarried  members 
as  well  as  those  on  unaccompanied  tours,  in  recruit  or  formal  school  training,  or  on 
temporary  duty  at  other  installations.  Forty-three  percent  of  active  duty  Navy  per- 
sonnel and  54  percent  of  active  duty  Marine  Corps  personnel  are  not  married. 

Whereas  the  goal  may  be  similar,  there  are  unique  aspects  of  the  bachelor  hous- 
ing program.  Bachelor  housing  is  the  primary  source  of  housing  for  single  El-E4s. 
We  allow  greater  latitude  for  E5-E6  to  live  off  base.  E7  and  above  can  live  off  base 
at  their  discretion. 

Housing  style  is  another  unique  aspect  of  the  bachelor  quarters  program.  For 
many  years,  the  services  focused  on  dormitory  style  buildings  that  provided  little 
privacy.  Older  barracks  had  central  showers,  sinks  and  toilet  facilities.  Although 
this  approach  is  still  appropriate,  and  even  essential,  to  the  recruit  training  environ- 
ment that  builds  the  foundation  of  teamwork,  ethics  and  discipline,  it  clearly  does 
not  provide  the  quality-of-life  we  want  for  our  sailors  and  marines.  Instead,  we  are 
now  striving  to  provide  more  privacy  and  living  space,  as  well  as  collocate  dining 
halls,  community  centers  and  recreation  facilities. 
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The  challenge  we  face  today  is  to  correct  long-standing  deficiencies  in  the  bachelor 
quarters  program  in  an  austere  fiscal  climate.  To  do  this,  we  are  making  optimum 
use  of  existing  assets  while  pursuing  a  carefully  developed  program  of  rehabilitation 
where  it  makes  economic  sense,  and  new  construction  where  it  is  the  only  option. 
This  process  begins  and  is  continuously  revalidated  by  our  requirements  determina- 
tion process. 

Bachelor  Quarters  Housing  Requirements  Determination 

Each  installation  determines  its  BQ  requirements  based  on  the  projected  number 
of  permanent  party  active  duty  and  full-time  reserve  end  strength.  From  this  num- 
ber we  subtract  the  projected  number  of  married  individuals  and  those  expected  to 
obtain  suitable  housing  in  the  community,  and  add  the  number  of  transients,  includ- 
ing fleet  air  squadrons,  mobile  units,  students,  reservists,  and  others  on  temporary 
additional  duty.  After  subtracting  our  existing  assets,  the  remainder  represents  the 
BQ  deficit  at  a  particular  location. 

PROJECTED  BQ  SPACE  DEFICIT 

Navy  38,000 

Marine  Corps 14,000 

Total  52,000 

Approximately  27  percent  of  Navy  and  54  percent  of  Marine  Corps  permanent 
party  personnel  eligible  for  BQ  spaces  are  housed  in  the  community.  The  family 
housing  referral  service  I  mentioned  earlier  is  also  available  for  use  in  finding  hous- 
ing for  individuals,  or  for  those  who  want  to  share  the  cost  of  a  home  in  the  commu- 
nity. And,  as  is  the  case  with  family  housing,  the  primary  deficit  locations  are  often 
in  major  fleet  concentrations.  Deficits  in  more  rural  areas  are  also  important  be- 
cause there  are  often  few  if  any  alternative  housing  arrangements  available. 

MAJOR  BQ  SPACE  DEFICITS 

Deficit 

Navy: 

NS  Norfolk,  VA 2,760 

NSY  Bremerton,  WA  2,160 

CFA  Yokosuka,  Japan  1,000 

Marine  Corps: 

Camp  Pendleton,  CA  7,820 

Camp  Lejeune,  NC  2,370 

Beaufort,  SC 1,200 

BQ  Investment 

We  have  made  a  significant  investment  to  acquire  officer  and  enlisted  BQ  spaces 
through  military  construction  or  other  acquisition  techniques.  We  currently  have 
over  214,000  spaces.  Approximately  76  percent  of  them  are  considered  adequate.  An- 
other 16  percent  are  deemed  substandard,  which  means  that  they  can  economically 
be  brought  up  to  adequate  by  major  repairs,  alterations,  or  modernization.  The  re- 
maining 8  percent  are  inadequate,  which  means  they  cannot  be  economically  ren- 
ovated and  must  be  replaced. 

BQ  INVENTORY 


Navy 


Marine 
Corps 


Adequate  87,000  76,000 

Substandard  32,000  3,000 

Inadequate  10,000  6,000 

Total  129,000  85,000 
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Bachelor  Quarters  Status 

For  many  years,  we  have  put  other  programs  ahead  of  those  for  our  single  sailors. 
We  are  now  taking  steps  to  improve  BQ  conditions.  Our  BQ  inventory  has  a  plant 
replacement  value  of  $6  billion  for  the  Navy  and  $3.8  billion  for  the  Marine  (Jorps, 
while  the  average  age  of  our  units  is  38  years  for  the  Navy  and  30  years  for  tne 
Marine  Corps.  The  estimated  backlog  of  major  repairs  is  $370  million  for  the  Navy 
and  $102  million  for  the  Marine  Corps. 

AGE  DISTRIBUTION  OF  BQs 

Percent 


Navy 


Marine 
Corps 


Age  (Yrs.): 

0-10  

11-20  

21^0  

31^0  

41+ 


22 

12 

12 

13 

14 

8 

16 

11 

36 

56 

Bachelor  Quarters  Priority:  Fix  What  We  Own,  Improve  Amenities 

Many  of  the  214,000  BQ  spaces  located  throughout  the  world  face  the  same  obso- 
lescence as  have  our  family  nousing  units.  And  in  many  respects,  the  need  for  con- 
temporary amenities  are  even  more  pressing  for  BQs  than  lamily  housing.  Most  of 
our  BQs  were  designed  and  built  in  the  1960s  and  early  1970s,  before  the  coming 
of  the  all-volunteer  force.  There  has  been  a  growing  recognition  that  these  units  are 
simply  inadequate  to  today's  competitive  market  place  for  the  highly  skilled  and  mo- 
tivated people  we  want  to  attract  and  retain.  While  bunks,  cramped  quarters,  and 
shared  heads  are  de  rigueur  aboard  ship,  we  should  not  impose  such  an  austere  en- 
vironment for  our  sailors  and  marines  when  they  are  assigned  ashore. 

A  Tri-Service  Steering  Committee  in  1993  surveyed  single  service  members  re- 

ffarding  their  housing  preferences  and  reported  that  members  priorities  were:  (1) 
arger  living  space;  (2)  more  overall  privacy;  (3)  private  bathrooms;  and  (4)  more 
storage  for  personal  items.  We  have  been  an  active  participant  with  the  other  serv- 
ices and  the  Office  of  the  Secretary  of  Defense  to  develop  new  BQ  construction 
standards  that  address  these  concerns.  We  are  now  actively  participating  in  a  re- 
view of  the  cost  of  implementation  of  the  new  construction  standard  and  expect  that 
the  SecretaTy  of  Defense  will  be  able  to  make  a  decision  soon.  We  think  this  change 
in  standards  is  long  overdue,  and  will  significantly  enhance  quality-of-life  for  our 
single  sailors  and  marines. 

As  another  measure  of  how  far  we  have  to  go  in  improving  BQs,  over  100,000  of 
our  units,  nearly  all  of  them  enlisted  quarters,  do  not  nave  in-room  telephone  serv- 
ice, and  few  have  a  cable  television  connection.  Many  of  those  with  in-room  service 
do  not  have  high  speed  digital  switching  networks,  which  precludes  use  of  alter- 
native long-distance  providers,  voice  mail,  and  other  services  we  now  take  for  grant- 
ed. And  ofcourse  without  an  in-room  telephone  drop,  access  to  the  information  su- 
perhighway is  something  to  read  about,  but  not  participate  in  .  .  .  quite  a  disincen- 
tive for  many  of  our  personnel  who  are  highly  skilled  workers  in  cutting  edge  tech- 
nologies. The  Navy  plans  to  award  a  Navy-wide  contract  later  this  year  to  begin  to 
provide  telephone  service  for  all  of  our  permanent  party  residents.  The  contract  will 

{)rovide  installation  of  in-room  telephone  jacks  and  switches,  and  the  sailor  will  pay 
or  local  and  long-distance  phone  service. 

We  are  also  developing  Comprehensive  Neighborhood  Plans,  similar  in  concept  to 
the  family  housing  Neighborhoods  of  Excellence,  for  our  BQs.  We  are  trying  to  solve 
the  mismatch  of  mrniture  by  using  "whole  room"  furniture  suites  that  ensure  room 
upgrades  are  provided  with  fully  coordinated,  Quality,  durable  furniture.  We  are  im- 
plementing new  customer  service  initiatives  tnat  allow  us  to  better  evaluate  cus- 
tomer satisfaction,  use  American  Hotel/Motel  Association  hospitality  training  and 
professional  certification  programs  for  BQ  personnel. 

We  are  also  supporting  the  BQ  program  with  the  commitment  of  funds.  Our  fiscal 
year  1996  enlisted  BQ  military  construction  program  of  $68  million  in  fiscal  year 
1996  represents  14  percent  of  our  total  military  construction  program.  A  Quality- 
of-Life  Facilities  (Phase  III)  project  in  Naples,  Italv  is  also  in  the  fiscal  year  1996 
budget.  This  project  includes  a  50  person  officer  BQ  along  with  a  chapel,  theater 
and  library.  Our  fiscal  year  1997  budget  includes  $173  million,  37  percent  of  our 
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1996 

1997 

$64 

$33 

$149 

238 

229 

254 

6 

35 

28 

40 

66 

46 
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total  military  construction  program,  and  a  $3.6  million  enlisted  reserve  BQ  addition. 
Approximately  one  third  of  our  fiscal  years  1996/97  program  is  new  construction, 
wnUe  the  rest  is  replacement  construction  or  modernization.  There  is  an  additional 
$172  million  in  new  BQ  construction  in  the  Navy's  fiscal  years  1996/97  budget  re- 
quest for  BRAC  93.  We  are  also  budgeting  $295  million  in  fiscal  year  1996  and  $300 
million  in  fiscal  year  1997  to  operate,  maintain,  and  furnish  Navy  and  Marine  Corps 
BQs. 

FISCAL  YEAR  1996/97  BQ  BUDGET 

[Dollars  in  millions] 

Fiscal  Years 


Navy: 

Construction 

Operations  and  Maintenance  

Marine  Corps: 

Construction 

Operations  and  Maintenance 

SOLVING  FAMILY  HOUSING  AND  BQ  DEFICITS 

Family  Housing  and  BQ  Revitalizalion  and  Deficit  Projections 

We  are  taking  better  care  of  the  housing  we  own.  Our  revitalization  efforts  in 
family  housing  and  BQ  assets  through  major  repairs  or  replacement  construction  in 
the  fiscal  years  1996/97  budget  will  provide  important  quality-of-life  improvements 
to  sailors  and  marines. 

The  path  to  solving  our  housing  deficits,  the  backlog  of  maintenance  and  repair, 
and  the  abysmal  state  of  BQ  furnishings,  however,  is  not  as  clear.  The  Navy  briefed 
the  Marsh  Panel  on  a  goal  to  eliminate  the  family  housing  deficit  and  revitalization 
backlog  by  the  year  2004.  The  initial  estimated  cost  to  do  so  is  $1.7  billion  over  the 
FYDP  for  the  Navy  and  the  Marine  Corps.  While  solving  the  family  housing  is  cer- 
tainly challenging,  eliminating  the  BQ  revitalization  backlog  and  the  space  deficit 
is  a  daunting  task:  at  current  funding,  it  would  take  well  over  40  years;  an  invest- 
ment of  $1.4  billion  would  eliminate  the  space  deficit  in  20  years  and  the  revitaliza- 
tion backlog  over  10  years. 

Yet,  housing  is  in  many  ways  refiective  of  the  status  of  our  overall  infrastructure. 
We  are  devoting  about  1.5  percent  of  plant  value  to  real  property  maintenance.  Our 
facility  recapitalization  program  is  approaching  a  100  year  replacement  rate. 

As  the  last  scheduled  round  of  Base  Closure  and  Realignment  is  finalized  this  fall, 
we  will  eliminate  the  uncertainty  over  which  facilities  we  must  close,  and  which 
ones  we  will  retain.  We  are  preparing  a  post-BRAC,  long  range  plan  for  ensuring 
the  viability  of  our  infrastructure  investment  for  the  future.  Housing  is  a  key  com- 
ponent of  that  strategy. 

Clearly,  we  need  to  develop  new  ways  to  try  to  solve  these  long-standing  housing 
shortages.  The  fact  that  the  Department  of  the  Navy  toplines  have  been  reduced  by 
roughly  25  percent  since  1990  just  makes  our  task  that  more  challenging.  Simply 
throwing  a  lot  more  money  at  the  problem  is  a  non-starter.  We  need  to  devise  new, 
creative,  flexible  tools.  That  is  precisely  what  limited  partnerships  provide. 

Limited  Partnerships 

Section  2837  of  Title  10,  U.S.  Code  gives  the  Department  of  the  Navy  authority 
to  enter  into  limited  partnerships  with  private  developers  to  build  housing  for  our 
people.  While  our  new  construction  program  focuses  on  replacement  construction,  I 
am  optimistic  that  we  can  use  this  new  authority  in  selected  housing  markets  to 
leverage  our  own  money  with  private  sector  capital  as  a  means  of  reducing  our  total 
housing  shortfall. 

Unlike  the  Section  801  and  Section  802  authority  which  we  have  been  unable  to 
continue  using  because  of  scoring  concerns,  this  new  authority  would  allow  us  to 
create  a  limited  partnership  with  a  private  developer.  As  a  limited  partner,  we 
would  contribute  up  to  35  percent  of  the  total  cost  of  a  housing  project.  And  because 
of  the  limited  structure  oi  the  partnership,  we  believe  that  scoring  should  also  be 
limited  to  the  direct  financial  contribution  we  made  to  the  partnership.  Section  2837 
allows  us  to  specify  that  the  homes  be  affordable  and  that  military  personnel  receive 
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preference.  We  also  have  the  authority  to  liquidate  our  investment  in  the  partner- 
ship, and  reinvest  the  proceeds  in  another  limited  partnership  elsewhere. 

I  am  pleased  to  report  that  we  are  moving  out  rapidly  to  take  advantage  of  this 
new  authority.  The  Secretary  of  the  Navy  approved  the  establishment  and  charter 
of  the  Navy  Housing  Investment  Board  on  March  16.  Mr.  Robert  B.  Pirie,  Jr.,  the 
Assistant  Secretary  of  the  Navy  for  Installations  and  Environment,  chairs  the 
board.  Other  members  include  Dr.  Bernard  D.  Rostker,  Assistant  Secretary  of  the 
Navy  for  Manpower  and  Reserve  Affairs;  Ms.  Deborah  P.  Christie,  Assistant  Sec- 
retary of  the  Navy  for  Financial  Management;  Mr.  Kenneth  R.  Kimbrough,  Commis- 
sioner of  Public  Building  Services,  General  Services  Administration;  and  Mr.  Joshua 
Gotbaum,  Assistant  Secretary  of  Defense  for  Economic  Security.  We  will  also  ap- 
point two  other  members  from  the  private  sector  with  knowledge  and  proven  experi- 
ence in  financing  and  constructing  afTordable  housing  developments. 

The  board  will  establish  procedures  and  controls  for  managing  limited  partnership 
funds,  administer  investments,  and  advise  the  Secretary  of  the  Navy  on  the  sound- 
ness of  each  proposed  limited  partnership.  The  board  held  its  first  meeting  on  April 
7.  We  are  initially  exploring  limited  partnerships  in  smaller  markets  like  Corpus 
Christi,  Texas;  Kingsville,  Texas;  and  Everett,  Washington. 

We  want  the  partnership  to  develop  housing  that  appeals  to  the  contemporary 
needs  and  desires  of  our  military  families,  yet  still  takes  advantage  of  the  builder's 
regular  design  portfolio.  We  also  want  to  rely  on  local  private-sector  building  stand- 
ards and  practices.  And,  of  course,  we  want  to  develop  a  partnership  with  private 
developers  who  have  demonstrated  the  ability  to  obtain  financing  for  housing 
projects. 

We  have  mapped  out  an  aggressive  implementation  schedule;  we  want  to  conduct 
an  industry  forum  this  month.  Depending  on  the  results  of  that  forum,  we  plan  to 
issue  a  draft  request  for  proposals  next  month.  We  plan  to  establish  our  first  limited 
partnerships  with  a  private  developer  by  the  end  of  this  calendar  year. 

The  Secretary  of  Defense  has  recognized  the  merits  of  this  initiative  and  is  includ- 
ing a  legislative  proposal  to  expand  this  authority  to  all  the  services.  The  Secretary 
of  Defense  has  also  budgeted  $22  million  in  fiscal  year  1996  for  private  venture  ini- 
tiatives like  this. 

Other  Innovative  Acquisition  Initiatives 

Although  the  Navy's  limited  partnership  is  perhaps  the  most  advanced  innovative 
housing  acquisition  initiative,  it  is  by  no  means  the  only  concept  that's  cooking.  Mr. 
Joshua  Gotbaum  has  outlined  numerous  other  concepts  such  as  exchanging  land  for 
funds  to  construct  or  buy  housing,  outleasing  land  in  exchange  for  private  housing 
development,  expanded  spot  purchase  authority,  mortgage  guarantees,  and  many 
others.  A  member  of  my  stalT  is  participating  in  the  DOD  Housing  Finance  Tiger 
Team  exploring  these  concepts.  Another  key  efibrt  is  the  Quality-of-Life  Task  Force, 
chaired  by  Mr.  John  Marsh,  Jr.,  former  Secretary  of  the  Army,  which  is  charged  by 
the  Secretary  of  Defense  to  find  ways  to  improve  the  way  we  house  our  people. 

I  strongly  support  these  efforts  at  re-inventing  the  way  we  acquire  and  house  our 
married  and  single  sailors  and  marines.  I  believe  that  we  need  to  develop  flexible 
alternatives  to  traditional  military  construction  that  respect  the  unique  mission  re- 
quirements of  our  bases  and  still  take  advantage  of  local  housing  opportunities.  Of 
course,  we  will  need  to  work  closely  with  the  Congress  to  get  the  necessary  legisla- 
tion in  place  to  implement  many  of  these  concepts.  I  know  Mr.  Joshua  Grotbaum  is 
enthusiastically  pursuing  these  ideas. 

CONCLUSION 

That  concludes  my  statement.  I  appreciate  the  support  that  you  and  your  staff 
have  given  us  in  the  past,  and  look  forward  to  our  continued  close  cooperation  in 
the  future.  I  would  be  pleased  to  answer  any  questions. 

Senator  McCain.  Mr.  Johnson. 

STATEMENT   OF   PAUL   JOHNSON,   DEPUTY  ASSISTANT   SEC- 
RETARY OF  THE  ARMY  FOR  INSTALLATIONS  AND  HOUSING 

Mr.  Johnson.  We  strongly  support  the  legislative  initiatives  that 
Mr.  Gotbaum  just  initiated. 

[The  prepared  statement  of  Mr.  Johnson  follows:! 
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Prepared  Statement  by  Paul  W.  Johnson,  Deputy  Assistant  Secretary  of  the 
Army  (Installations  and  Housing)  OASA  (I.L&E) 

ARMY  family  HOUSING 

Mr.  Chairman  and  members  of  the  subcommittee,  it  is  a  pleasure  for  me  to 
present  the  Army's  housing  program.  Housing  directly  affects  the  quality  of  life  of 
our  most  important  resource — our  soldiers.  The  Army  is  committed  to  improving  the 
living  conditions  of  our  soldiers  and  their  families.  Quality  of  housing  has  a  major 
impact  on  Army  readiness.  To  attract  and  retain  quality  people,  America's  Army 
must  continue  to  focus  on  those  quality  of  life  issues  important  to  the  men  and 
women  serving  our  Nation.  In  this  regard,  we  have  concentrated  our  efforts  toward 
improving  barracks  and  family  housing  for  our  soldiers  and  their  families.  As  such, 
the  Army  and  OSD  initiated  improvement  programs  to  better  resource  many  of  the 
programs  supporting  soldiers'  quality  of  life. 

QUALITY  OF  LIFE 

Quality  of  life  in  real  terms  comprises  a  broad  spectrum  of  programs.  Pay  and 
allowances  definitely  are  of  paramount  importance.  Housing,  ootn  barracks  and 
family  housing,  is  a  key  element  of  quality  of  life,  together  with  community  and 
family  support.  Other  programs  such  as  medical,  schools  and  commissaries  also  en- 
hance quality  of  life  for  our  soldiers  and  their  families. 

Improving  the  quality  of  housing  for  our  soldiers  helps  us  retain  those  troops, 
thus  Helping  maintain  a  well  balanced,  trained  force.  It  also  helps  us  recruit  good 
people,  which  in  turn  helps  us  prepare  for  the  future.  Another  way  our  soldiers* 
quality  of  housing  is  linked  to  readiness  is  it  permits  our  soldiers  going  on  deploy- 
ments to  leave  with  an  assurance  that  their  families  will  be  cared  lor  and  they  can 
concentrate  on  their  mission,  not  on  problems  at  home. 

This  year  the  Secretary  of  Defense  initiated  a  6-year,  $2,700,000,000  program  to 
increase  funding  for  quality  of  life  programs.  Additionally,  the  Army  made  some  spe- 
cific decisions  in  the  housing  program  to  increase  the  quality  of  life  of  our  soldiers 
and  their  families.  The  quality  of  life  improvement  initiative  is  a  three  prong  ap- 
proach to  provide  more  money  in  our  soldiers'  pockets,  provide  better  living  quarters 
and  improve  community  support. 

The  Arm^s  budget  ensures  a  balance  between  all  programs  affecting  readiness 
and  the  support  to  our  personnel.  Our  strategy  to  provide  a  trained  and  ready  Army 
can  only  be  achieved  through  balanced  and  consistent  funding,  divestiture  of  excess 
capacity  and  improvements  in  management.  We  continue  working  toward  providing 
resource  flexibility  for  our  installation  commanders. 

Providing  increased  quality  of  life  in  the  housing  arena  is  accomplished  through 
three  programs.  First,  tne  Military  Construction  Army  (MCA)  program  provides  lor 
the  construction  of  new  or  renovated  barracks  and  dining  facilities.  Second,  the  Real 
Property  Maintenance  (RPM)  program  within  the  Operations  and  Maintenance, 
Army  appropriation  provides  for  the  maintenance  and  repair  of  the  barracks  we  cur- 
rently own  and  operate.  And  third,  the  Army  Family  Housing  (AFH)  appropriation 
provides  both  instruction  and  revitalization  of  family  housing,  as  well  as  operation, 
maintenance  and  repair.  We  have  requested  almost  $2  billion  for  housing  in  the 
above  three  areas  in  both  fiscal  years  1996  and  1997,  an  increase  of  almost  25  per- 
cent over  fiscal  year  1995. 

MILITARY  CONSTRUCTION,  ARMY 

The  fiscal  years  1996  and  1997  MCA  request  supports  a  program  aimed  at  im- 
proving the  quality  of  life  of  our  unaccompanied  personnel  oy  dedicating  over  42 
f>ercent  of  our  resources,  $200,550,000,  to  the  whole  barracks  renewal  program  in 
iscal  year  1996  and  48  percent,  $239,000,000,  in  fiscal  year  1997.  It  improves  living 
conditions  of  our  single  soldiers.  We  refer  to  this  program  as  Whole  Barracks  Re- 
newal. 

In  1994,  the  Army  initiated  a  long-range  Whole  Barracks  Renewal  program  to 
provide  funding  for  new  construction  and  modernization  projects.  It  represents  a  sig- 
nificant, long-term  commitment  on  our  part  to  improve  the  living  conditions  of  sin- 
gle soldiers  and  provide  them  with  a  home,  not  just  a  place  to  live.  We  must  provide 
more  space,  more  privacy  and  a  quality  of  life  for  our  single  soldiers  that  is  com- 
parable with  living  off  the  installation.  This  will  provide  a  living  environment  con- 
ducive to  attracting  and  retaining  quality  soldiers. 

This  program  is  based  on  input  from  our  soldiers.  It  includes  personal  privacy, 
larger  rooms,  closets,  upgraded  day  rooms,  modern  furnishings,  additional  parking, 
landscaping  and  administrative  offices  separated  from  the  barracks.  In  fiscal  year 
1996,  we  are  planning  1 1  barracks  projects  to  either  construct  new  facilities  or  pro- 
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vide  for  barracks  modernization,  $196,400,000,  and  construction  of  one  dining  facil- 
ity for  $4,150,000.  This  includes  continuing  the  congressional  initiative  started  last 
year  to  correct  the  housing  situation  in  Korea  by  building  new  barracks  to  replace 
old,  substandard  quonset  huts  and  H-relocatable  buildings.  In  fiscal  year  1997,  we 
will  construct  or  renew  facilities  at  seven  locations,  including  two  locations  in  Korea. 

REAL  PROPERTY  MAINTENANCE 

In  addition  to  our  barracks  construction  program,  the  Army  initiated  a  program 
last  year  which  will  provide  more  real  property  maintenance  resources  for  our  cur- 
rent inventory  of  barracks.  We  realized  that  many  of  our  barracks  will  not  be  ren- 
ovated or  replaced  in  the  near  future  and  still  required  substantial  maintenance 
work  in  the  interim.  To  fund  this  maintenance  requirement,  we  developed  the 
Bridging  the  Gap  program  to  provide  the  necessary  emphasis  on  maintenance  and 
repair  oi  our  current  barracks  facilities.  Our  goal  is  to  renovate  or  replace  all  of  our 
old  worn  out  facilities,  but  in  the  interim  we  must  care  for  what  we  have  through 
proper  fiinding  of  the  real  property  maintenance  (RPM)  program. 

Our  total  request  for  the  real  property  maintenance  program  in  fiscal  year  1996 
is  $1.3  billion  and  in  fiscal  year  1997  it  is  $1.2  billion.  This  is  a  substantial  increase 
from  our  current  program  and  is  aimed  at  improving  the  living  and  woricing  condi- 
tions of  our  soldiers.  This  year  we  have  dedicated  $40,000,000  to  the  Bridging  the 
Gap  program,  and  in  fiscal  years  1996  and  1997,  we  have  identified  $100,000,000 
for  maintenance  and  repair  projects  for  barracks  within  the  Bridging  the  Gap  pro- 
gram. In  addition  to  this  "dedicated"  funding  for  barracks  in  fiscal  year  1996,  we 
are  requesting  approximately  $300,000,000  in  the  real  property  maintenance  ac- 
counts for  normal  and  routine  maintenance  and  repair  work  on  barracks  worldwide. 
In  fiscal  year  1997,  the  request  is  $217,000,000  for  the  normal  and  routine  mainte- 
nance and  repair  work  on  our  barracks  facilities.  Moreover,  work  accomplished  to 
maintain  and  repair  our  utility  systems  will  indirectly  support  improvements  to  our 
barracks  and  the  soldiers  who  live  in  them.  Approval  of  tnis  level  of  funding  for  the 
maintenance  and  repair  of  our  facilities,  especially  our  barracks,  will  start  improv- 
ing the  living  conditions  and  quality  of  life  of  our  soldiers. 

I  will  now  discuss  the  Army's  family  housing  program.  Housing  is  one  of  the  most 
important  quality  of  life  components  for  Army  soldiers  and  their  families.  We  have 
learned  you  enlist  a  soldier  but  re-enlist  a  family. 

ARMY  FAMILY  HOUSING 

Adequate  housing  continues  as  a  top  goal  in  improving  the  quality  of  life  of  our 
soldiers  and  their  families.  The  family  housing  pro-am  provides  a  quality  of  life 
incentive  necessary  to  attract  and  retain  dedicated  individuals,  thus  attempting  to 
reduce  turbulence  from  recent  force  structure  actions.  We  are  facing  a  changing 
Army  in  the  number  of  personnel  for  whom  we  provide  housing,  and  the  locations 
our  soldiers  are  stationed.  Today  over  60  percent  of  our  soldiers  nave  families.  With 
the  power  projection  Army,  predominantly  United  States  based,  we  must  provide 
additional  adequate  housing  at  our  U.S.  installations  for  military  personnel  return- 
ing from  overseas.  Obtaining  adequate  and  affordable  housing  for  tne  junior  enlisted 
soldier  is  a  particularly  difficult  problem.  In  foreign  countries,  we  plan  to  keep  ade- 
quate Government  controlled  housing,  use  the  leasing  program  to  provide  flexibilitv 
to  field  commanders,  and  assist  personnel  in  finding  economy  housing  as  required. 

The  family  housing  request  reflects  the  Army's  attempt  to  provide  suitable  hous- 
ing for  our  soldiers  and  to  maintain  the  quality  of  the  facilities  entrusted  to  our 
stewardship.  We  are  reducing  the  inventory  by  eliminating  units  not  economical  to 
repair.  The  fiscal  years  1996  and  1997  family  housing  Dudget  requests  are  for 
$1,381,096,000  and  $1,399,763,000,  respectively. 

As  in  the  past  few  years  in  the  family  housing  area,  our  thrust  in  the  budget  is 
to  properly  operate,  maintain  and  modernize  what  we  own.  Seventy-nine  p)ercent  of 
our  resources  in  fiscal  year  1996  are  going  to  pay  for  operations,  utilities  and  main- 
tenance expenses  and  repairs  to  existing  units.  Additionally,  18  percent  will  pay  for 
the  leasing  of  homes.  In  fiscal  year  1997,  70  percent  will  pay  for  operations,  utilities 
and  maintenance,  while  18  percent  will  be  used  for  leasing.  Much  of  the  operations, 
maintenance  and  leasing  costs  are  offset  by  reductions  in  the  Military  Personnel, 
Army  (MPA)  account,  since  the  service  members  housed  in  Government  owned  or 
leased  housing  are  forfeiting  their  housing  allowances.  The  remainder  of  our  re- 
quest, 3  percent  in  fiscal  year  1996  and  12  percent  in  fiscal  year  1997,  will  be  used 
to  construct  replacement  nomes;  revitalize  family  housing  units  through  the  whole 
neighborhood  revitalization  concept,  which  includes  the  supporting  infrastructure; 
accomplish  planning  and  design;  and  provide  servicemen's  mortgage  insurance  pre- 
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The  Army  has  increased  this  year's  budget  for  family  housing  operation  and  main- 
tenance at  the  expense  of  the  construction  program,  in  order  to  onset  a  severe  short- 
age of  funds  in  fiscal  years  1994  and  1995  available  for  maintenance  and  repair  of 
the  family  housing  inventory.  Therefore,  the  Army  Family  Housing  budget  request 
includes  resources  for  a  minimum  replacement  construction  program  in  nscal  years 
1996  for  units  no  longer  economical  to  revitalize,  and  revitalization  projects  for  our 
aging  housing  inventory.  This  request  also  provides  for  planning  and  design  of  fu- 
ture construction  projects,  and  funding  of  the  annual  costs  of  operating,  maintaining 
and  leasing  housing  units  for  military  families.  The  budget  also  reverses  the  deterio- 
ration of  the  existing  inventory  at  enduring  U.S.  installations.  In  fiscal  year  1997, 
our  budget  includes  funds  for  a  modest  replacement  construction  program  for  units 
no  longer  economical  to  revitalize,  a  revitalization  program  for  our  aging  housing 
inventory  and  for  planning  and  design  of  future  construction  projects.  Funding  of 
the  annual  costs  oi  operating,  maintaining  and  leasing  housing  units  for  military 
families  is  also  included  in  the  fiscal  year  1997  request.  The  Army's  family  housing 
program  received  $225,000,000  in  fiscal  year  1996  and  $100,000,000  in  fiscal  vear 
1997,  to  support  the  Secretary  of  Defense's  initiative  to  improve  the  quality  of  life 
of  our  soldiers  and  their  families  and  the  readiness  of  the  Army. 

This  request  continues  the  initiative  that  Congress  approved  several  years  ago  to 
revitalize  the  housing  unit,  and  the  entire  living  environment  of  the  military  family. 
This  Whole  Neighborhood  Revitalization  Program  provides  systematic  upgrade  and 
repair  of  the  existing  housing  inventory,  while  concurrently  improving  neighborhood 
amenities.  The  proiects  recommended  for  this  program  are  based  on  life  cycle  eco- 
nomic analyses  and  will  provide  units  which  meet  current  standards. 

The  Army's  Family  Housing  includes  not  only  construction  but  operation  and 
maintenance  of  our  current  facilities  and  leasing  of  housing  units  worldwide. 

NEW  CONSTRUCTION 

The  Army's  new  construction  program  provides  family  housing  where  additional 
housing  is  required  to  help  satisfy  a  validated  housing  deficit,  or  provides  for  re- 
placement of  housing  where  it  is  more  economical  to  replace  current  housing  than 
to  renovate.  In  this  budget  request,  there  is  no  new  construction  requested  to  reduce 
the  family  housing  deficit.  The  only  construction  requested  is  to  replace  required 
family  housing  that  is  uneconomical  to  revitalize  or  retain.  This  construction  will 
enhance  the  quality  of  life  for  almost  1,000  families  throughout  the  United  States. 

In  fiscal  year  1996,  as  part  of  the  Whole  Neighborhood  Revitalization  Program, 
we  have  requested  203  units  at  two  locations  to  replace  family  housing  where  it  is 
more  economical  to  replace  versus  renovate  the  current  housing.  In  fiscal  year  1997, 
we  are  requesting  761  units  at  six  locations.  This  replacement  construction,  which 
includes  the  supporting  infrastructure,  ensures  that  adequate  housing  is  available 
at  these  locations  for  our  soldiers  and  their  families  without  adding  to  the  current 
inventory.  At  each  location  the  housing  being  replaced  will  be  taken  off  the  Arm/s 
inventory.  When  appropriate,  more  units  are  demolished  than  constructed,  resulting 
in  a  net  inventory  reduction.  Each  project  is  supported  with  a  housing  survey  show- 
ing that  adequate  and  affordable  units  are  not  available  in  the  community. 

POST  ACQUISITION  CONSTRUCTION 

This  program  consists  of  our  revitalization  program  (such  as  whole  neighborhood 
revitalization  and  upgrade  of  substandard  units)  to  bring  units  up  to  contemporary 
construction  standards.  Due  to  the  aging  of  our  inventory,  we  must  continue  to  pro- 
tect the  Government's  investment  and  provide  long-lasting  benefits  to  our  soldiers 
and  their  families.  Our  small  investment  in  the  family  housing  post  acquisition  con- 
struction program  continues  to  play  a  role  in  the  revitalization  of  Army  Family 
Housing  and  improving  the  quality  of  life  of  our  soldiers  and  their  families. 

In  fiscal  year  1996,  our  request  will  provide  whole  neighborhood  revitalization  to 
250  units.  The  only  project  requested  is  at  Fort  Leonard  Wood,  Missouri.  In  fiscal 
year  1997,  we  will  provide  support  to  1,001  units  at  six  locations.  Included  in  revi- 
talization are  efforts  to  improve  energy  conservation  and  to  eliminate  environmental 
hazards. 

OPERATION  AND  MAINTENANCE 

The  operation,  maintenance  and  utilities  programs  comprise  the  majority  of  the 
fiscal  years  1996  and  1997  budget  request.  Tnis  request  provides  for  the  Arm/s  an- 
nual expenditures  for  unit  maintenance  and  repair,  municipal-type  services  and 
utilities.  It  provides  sufficient  funding  in  fiscal  year  1996  for  the  annual  mainte- 
nance requirements  of  the  existing  inventory,  which  is  needed  in  order  to  protect 
the  Armys  investment  and  provide  steward.ship  of  the  family  housing  inventory, 
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and  approximately  $90,000,000  toward  the  $770  million  backlog  of  deferred  mainte- 
nance and  repair  (DMAR).  In  fiscal  year  1997,  the  request  only  provides  funding  for 
the  annual  maintenance  requirements. 

This  budget  funds  the  anticipated  requirements  for  operations  and  utilities  in  fis- 
cal years  1996  and  1997.  The  request  also  continues  funding  for  the  installation,  op- 
eration and  maintenance  of  an  Army-wide  computer  system,  Housing  Operations 
Management  System  (HOMES),  which  is  improving  many  phases  of  housing  man- 
agement. To  assist  soldiers  in  their  efforts  to  find  off-post  housing,  the  Army  has 
expanded  the  mission  of  the  Community  Homefinding  Kelocation  Referral  Services 
Program.  This  program's  objectives  are:  to  assist  newly  arrived  personnel  in  finding 
adequate  afTforaable  community  housing,  to  provide-continuing  guidance  and  assist- 
ance on  off-post  housing  and  to  assist  relocating  soldiers  in  making  informed  hous- 
ing choices  at  their  new  duty  stations.  All  these  funds  support  the  proper  care  and 
maintenance  of  our  inventory  of  over  124,000  family  housing  units  worldwide  or, 
stated  another  way,  support  124,000  soldiers  and  their  families. 

LEASING 

The  leasing  program  provides  another  way  of  adequately  housing  our  military 
families.  Our  leasing  program  includes  section  2836  (formerly  802)  rental  guarantee 
housing,  domestic  leases,  section  2835  (formerly  801)  build-to-lease,  and  temporary 
domestic,  and  foreign  leases. 

We  will  support  an  average  of  4,260  leases  in  the  contiguous  United  States,  Alas- 
ka, and  Hawaii  through  the  existing  build-to-lease  and  temporary  domestic  lease 
programs.  Additionally,  we  will  support  an  average  of  12,005  units  to  be  occupied 
overseas  during  both  fiscal  years  1996  and  1997.  The  program  also  continues  to  sup- 

Eort  execution  of  the  Government  Rental  Housing  Program  (GRHP)  in  Europe, 
fnder  this  program,  the  Army  leases  directly  with  European  landlords  and  pays  all 
lease  costs,  while  our  soldiers  forfeit  all  housing  allowances.  The  soldiers  then  stay 
in  these  leased  units  for  their  entire  tour  and  are  relieved  of  the  high  out-of-pocket 
expenses  associated  with  renting  on  the  economy  in  Europe.  Soldier  morale  is  im- 
proved and  there  is  no  additional  cost  to  the  Government.  Also,  the  GRHP  leases 
will  help  in  the  orderly  reduction  of  soldiers  in  Europe  by  providing  flexibility  to 
Commanders  to  shift  leases  from  location  to  location  or  cancel  leases  no  longer  re- 
quired. 

Our  leasing  program  request  supports  approximately  16,265  families  to  satisfy  re- 
quirements in  the  United  Slates,  Europe,  Korea,  Panama  and  other  locations.  These 
are  our  high  priority  locations  where  providing  flexible  family  housing  solutions  is 
essential  to  improving  the  quality  of  life  of  our  soldiers. 

PRIVATIZATION 

The  Army  successfully  used  housing  privatization  build-to-lease  and  rental  guar- 
antee authorities  in  the  1980s  to  meet  critical  housing  needs  at  nine  separate  instal- 
lations by  providing  over  4,000  units.  Army  personnel  recently  served  on  an  OSD 
Housing  Finance  Tiger  Team  to  develop  legislative  initiatives  to  again  use  the  pri- 
vate sector  to  meet  current  needs,  particularly  the  revitalization  of  our  existing  in- 
ventory. The  Army  strongly  supports  these  legislative  initiatives. 

SUMMARY 

Mr.  Chairman,  our  programs  to  support  the  quality  of  life  in  the  housing  area  are 
substantial  and  require  your  support  for  approval.  Successful  quality  of  life  is  re- 
taining quality  soldiers  and  families.  With  your  approval  of  our  housing  and  real 
property  maintenance  programs,  we  will  be  successful  and  will  move  the  Army  into 
the  2l8t  Century.  Mr.  Chairman,  this  concludes  my  statement.  Thank  you. 

Senator  McCain.  Secretary  Gotbaum,  much  of  this  housing  was 
built  between  1950  and  1966.  What  has  changed  that  would  pre- 
clude using  similar  procedures  as  were  used  during  those  years? 

Mr.  GoTBAUM.  A  very  good  and  important  question,  sir.  We  think 
a  couple  of  things  have  changed.  One  is  that  the  budget  and  ac- 
counting practices  of  the  United  States  Government  have  changed. 
There  are  a  number  of  pieces  of  legislation  that  caused  it.  The  most 
recent  was  the  act  of  1990.  But  in  effect  what  we  found  is  that  a 
number  of  the  measures  used  in  the  1950s  and  1960s  that  were  es- 
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sentially  off  budget  then  are  entirely  on  budget  today.  So  that  is 
one  difference. 

Second,  a  lot  of  those  authorities  had  constraints  within  them 
which,  although  they  were  consistent  with  commercial  practice 
then,  are  not  consistent  with  commercial  practice  today. 

For  example,  like  my  colleague,  Secretary  Coleman,  reminds  me 
consistently  that  although  we  would  like  to  use  the  kinds  of  au- 
thorities we  had  under  the  Capeharte  program,  we  would  have  to 
pay  a  little  more  than — was  it  $19,000  per  house — ^than  we  would 
be  allowed. 

So  really  two  things  have  changed.  One  is  there  were  legislative 
limits  in  those  legislations,  and  those  really  would  not  conform 
with  contemporary  standards.  Second,  the  budget  treatment  has 
changed. 

And  the  third  one  I  would  say,  and  this  is  important  too,  is  that 
the  housing  markets  in  America  really  have  changed  in  the  last  30 
or  40  years.  Developers  today  are  much  more  financially  sophisti- 
cated than  they  were  40  years  ago.  There  is  now  a  Fannie  Mae, 
which  there  was  then  but  it  did  not  do  the  same  thing.  As  a  result, 
we  have  found  that  the  kinds  of  approaches  private  sector  folks 
said  we  could  use  are  much  more  varied  than  were  available  then. 

I  mention  to  the  committee,  I  failed  to  do  so  earlier  and  it  is  my 
shortcoming,  that  we  have  held  several  meetings  with  developers. 

We  called  a  group  at  the  Urban  Lands  Institute  and  said  to 
them,  "Why  do  you  not  do  business  with  us?  What  would  it  take 
for  you  to  do  so?" 

In  case  afler  case  they  said,  "Well,  we  now  have  a  range  of  tech- 
niques that  you,  the  Department  of  Defense,  cannot  use.  You,  the 
Department  of  Defense,  cannot  use  mortgage  insurance,  for  exam- 
ple, but  we  use  it  every  day  with  other  people." 

So  I  would  also  say  that  the  developer  community  and  the  finan- 
cial community  have  changed  over  time. 

Senator  McCain.  I  note  the  Chairman  of  the  full  committee.  Sen- 
ator Thurmond,  here. 

Senator  Thurmond,  would  you  care  to  make  any  statement  or  do 
you  have  anything? 

STATEMENT  OF  HON.  STROM  THURMOND,  U.S.  SENATOR 
FROM  SOUTH  CAROLINA 

Chairman  Thurmond.  Thank  you,  Mr.  Chairman.  I  want  to  com- 
mend you  and  Senator  Coats  for  the  good  job  you  are  doing.  If  I 
might  just  ask  question? 

I  want  to  thank  you  witnesses  for  your  appearance  here.  Mr. 
Gotbaum,  I  ask  you  this  question.  This  program  will  require  rely- 
ing on  the  use  of  commercial  real  estate  practices  which  are  cur- 
rently not  available  to  the  Department  of  Defense. 

This  raises  a  concern  that  the  Department  will  have  to  establish 
a  new  organization  to  administer  the  program.  Will  this  require  the 
establishment  of  a  new  bureaucracy  to  govern  this  program  and 
with  whom  and  at  what  level  will  the  authority  to  administer  this 
program  rest? 

Mr.  Gotbaum.  Mr.  Chairman,  I  will  tell  you  that  is  a  question 
which  I  have  discussed  with  each  of  the  gentlemen  at  this  table, 
and  we  do  not  think  that  this  program  requires  a  large  new  bu- 
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reaucracy.  We  do  believe,  however,  that  it  will  require  some  com- 
petencies that  the  Department  of  Defense  does  not  currently  have. 

We  are  not,  within  the  Department  of  Defense,  sophisticated  in 
the  ways  of  real  estate  law  or  real  estate  finance,  et  cetera.  So  at 
a  meeting  of  the  gentlemen  at  this  table,  we  agreed  that  we  would 
not  start  a  large  office,  but  create  a  special  project  group  staffed 
by  all  of  the  services  temporarily,  and  that  this  special  project 
group  would  contract  for  the  appropriate  lawyers,  accountants,  fi- 
nancial types,  et  cetera,  for  a  limited  period  of  years. 

The  purpose  of  the  office  would  disappear.  The  purpose  of  this 
group,  after  we  got  the  thing  started,  would  be  for  the  people  who 
would  come  from  the  Air  Force  to  go  back  to  the  Air  Force  and  use 
these  techniques  in  the  Air  Force,  for  the  people  from  the  Navy  to 
go  back  to  the  Navy  and  use  these  techniques  in  the  Navy,  and  the 
same  for  the  Army. 

So  we  hope,  sir,  that  although  we  do  not  have  the  competence 
necessarily  to  do  this  right  now  that  we  could  achieve  that  com- 
petence without  creating  a  new  large  central  office. 

Chairman  Thurmond.  Thank  you. 

Secretary  Pirie,  in  discussing  the  upgrade  of  family  housing,  the 
term  that  the  housing  does  not  meet  contemporary  standards  is 
frequently  used. 

How  does  current  military  family  housing  differ  from  contem- 
porary standards?  And  in  your  judgment  does  the  need  for  a  con- 
temporary standard  have  a  higher  priority  to  the  military  family 
than  providing  them  with  a  safe,  clean  and  secure  environment? 

Mr.  PiRlE.  Well,  Senator,  the  safe,  clean  and  secure  environment 
is  of  course  our  first  priority.  It  is  not  at  all  clear  to  me  what  the 
difference  between  contemporary  standards  and  our  current  build- 
ing standards  are. 

Houses  on  base  tend  to  be  somewhat  smaller,  but  we  provide,  or 
try  to  provide,  all  the  amenities  that  one  finds  in  contemporary 
housing.  I  think  it  is  probably  fair  to  say  that  particularly  our 
newer  housing  is  as  good  as  most  that  you  can  find  in  the  private 
market. 

Chairman  Thurmond.  Secretary  Coleman. 

Mr.  Coleman.  Sir. 

Chairman  Thurmond.  Although  the  focus  of  this  hearing  is  on 
the  Revitalization  Act  which  is  applicable  only  to  housing  needs  in 
the  continental  United  States,  I  would  like  you  to  address  the  Air 
Force's  family  housing  situation  in  overseas  locations. 

Mr.  Coleman.  Overseas,  as  you  know.  Senator,  we  have  a  dis- 
tinct problem  in  Incirlik,  and  particularly  in  Aviano,  which  we  are 
trying  to  address  as  forthrightly  as  we  can. 

The  status  of  forces  agreements  at  various  locations  where  the 
U.S.  Air  Force  is  precludes  a  lot  of  things,  but  we  are  working  to 
provide  as  speedy  a  relief  and  the  best  housing  that  we  can  to  some 
of  those  sites. 

Korea  is  not  too  good  either,  and  we  are  working  to  get  as  much 
housing  as  we  can  over  there  as  well  as  to  Turkey  and  Aviano. 

Chairman  Thurmond.  Secretary  Johnson,  this  is  my  last  ques- 
tion. And  thank  you,  gentlemen,  for  your  courtesy. 

Housing  allowances  have  not  kept  pace  with  private  sector  rents 
in  both  high  and  low-cost  areas.  As  a  result  the  current  out-of-pock- 
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et  costs  of  soldiers  living  off  post  has  climbed  to  21  percent,  6  per- 
cent above  the  service  standard.  This  cost  may  be  high  for  the  low- 
enlisted  member. 

What  is  the  Department  doing  to  reduce  these  out-of-pocket  ex- 
penses? 

Mr.  Johnson.  We  have  a  number  of  programs  in  the  community, 
like  rental  set-aside  programs,  where  we  make  a  deal  with  the 
local  realtors  that  we  will  provide  them  a  check,  an  allotment  from 
the  soldiers  to  pay  their  rent. 

We  promise  them  a  certain  level  of  occupancy  in  exchange  for 
their  waiving  the  security  deposits.  Then,  we  have  a  housing  refer- 
ral program  on  the  installation  that  helps  individuals  find  housing. 

Chairman  Thurmond.  Thank  you  very  much,  gentlemen. 

Senator  McCain.  Thank  you,  Mr.  Chairman.  Senator  Glenn. 

Senator  Glenn.  I  wanted  to  flush  out  a  little  how  this  thing 
would  work.  We  have  discussed,  with  some  of  you  at  least,  some 

Eroblems  from  years  ago.  This  idea  of  private  financing  is  not 
rand  new. 

We  had  some  bases,  I  had  one  in  Ohio  at  Wright-Pat,  where  the 
local  community  wanted  to  do  the  capital  investment  if  we  would 
just  guarantee  the  rental  of  certain  things.  Not  housing,  it  was  for 
office  space,  research  facilities  and  things  like  that  which  they 
needed  badly.  They  could  not  get  the  money,  so  they  came  up  witn 
this  innovative  idea. 

Our  problem  at  that  time,  and  we  fought  this  for  about  2  years 
with  0MB,  was  the  original  idea  that  they  would  put  up  the  money 
and  we  would  guarantee  a  long-term  lease  paid  out  year-by-year 
over  this  period.  But,  0MB  insisted  that  since  one  Congress  cannot 
bind  another  on  appropriations,  the  whole  thing  be  scored  in  year 
one.  That  stopped  everything  cold.  We  fought  for  a  couple  of  years 
and  lost. 

What  is  different  now  on  this?  I  do  not  quite  see  how  this  thing 
would  work.  I  know  we  discussed  it  the  other  day  and  you  were 
going  to  clear  this  with  0MB.  As  I  understand  it  has  been  cleared 
with  0MB  now,  but  on  what  basis?  What  strings  do  we  have  and 
how  is  this  different  from  what  we  tried  to  do  a  few  years  ago? 

And  let  me  say  going  in,  I  am  all  for  you.  I  want  this  to  pass. 
I  think  it  is  a  good  innovative  approach.  We  know  we  are  not  going 
to  have  billions  of  dollars  put  out  for  housing  on  the  Federal  budget 
now,  so  I  think  this  is  a  good  approach.  But  why  is  this  workable 
with  0MB  when  it  was  not  workable  about  4  or  5  years  ago? 

Mr.  GoTBAUM.  I  would  say  two  things.  Senator.  One  is  that  the 
number  of  people  who  have  said  we  are  right  behind  you  in  battles 
with  0MB  is  very  large.  It  includes  this  entire  group  here. 

Senator  Glenn.  We  join  you. 

Mr.  GoTBAUM.  Some  of  the  approaches  that  we  talk  about  would 
be  scored  under  law  exactly  the  way  you  said.  In  other  words,  we 
have  not  proposed  in  our  legislation  to  change  the  scoring  treat- 
ment on  fixed  payments,  on  lease  payments,  so  it  is  true  that  for 
those  kinds  of  payments  you  would  need  budget  authority  to  cover 
the  entire  stream,  discounted  or  present  value. 

Let  me  use  an  example  to  put  it  into  context.  Suppose  we  have 
some  developer  who  says,  "I  will  put  $1  million  and  build  100 
houses.  You  pay  me  $50,000  a  year  for  25  years." 
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If  we  sign  a  lease  for  that,  we  require  $1  million  of  budget  au- 
thority. That  is  the  situation  you  faced  a  couple  of  years  ago  and 
that  is  the  situation  we  face  today.  It  is  the  law,  as  we  understand 
it,  from  the  1990  Budget  Enforcement  Act. 

But  let  me  give  you  a  different  case. 

Suppose  we  said  to  that  developer,  "No,  we  will  not  pay  you 
$50,000  a  year.  We  will  give  you  service  men  and  women  and  their 
families  to  fill  this  project.  If  we  do  not  fill  this  project,  only  then 
will  we  be  forced  to  make  your  mortgage." 

In  that  case,  our  guarantee  would  not  be  a  100  percent  scoring. 
That  is  part  of  the  reason  why  we  have  asked  for  authority  to  work 
on  mortgage  guarantees  and  loan  guarantees.  There  are  some  of 
those  that  even  0MB  admits  they  would  not  score  100  percent,  but 
on  a  discounted  basis. 

So  what  we  hope  to  do.  Senator,  is  in  fact  use  a  mixture  of  the 
authorities.  Where  we  have  to  enter  into  a  fixed  commitment,  we 
will  do  it.  But  where  we  can  work  with  some  form  of  guarantee  and 
thereby  leverage  the  tax  dollars  even  more,  we  will  do  that.  It  is 
the  combination  of  those  that 

Senator  Glenn.  The  guarantee  would  not  require  up-front  scor- 
ing; is  that  correct? 

Mr.  GOTBAUM.  The  guarantee  requires  up-front  scoring  that  is 
discounted  to  reflect  the  chance.  Let  me  use  my  same  example.  Let 
us  suppose  that  this  developer  on  his  $1  million  housing  project 
has  a  mortgage  of  $800,000. 

If  we  say,  "If  something  goes  wrong  with  your  project  we  will 
cover  that  mortgage,  that  $800,000,"  we  do  not  have  to  have 
$800,000  of  budget  authority  because  the  odds  that  we  are  going 
to  have  to  pay  on  that  are  not  100  percent. 

If  the  odds  are,  say,  10  percent,  then  we  would  have  to  have 
$80,000  of  budget  authority.  That  is  the  reason  why  we  ask  for  the 
ability  to  work  with  guarantee  authorities,  because  we  think  there. 
Senator,  that  there  is  real  room  for  leverage. 

Senator  Glenn.  I  read  part  of  the  way  through  your  legislative 
proposal,  but  I  did  not  complete  it.  Do  we  need  any  legislation  that 
alters  0MB  or  0MB  authority  in  any  way  to  oversee  this?  Is  that 
part  of  anything  in  here? 

Mr.  GrOTBAUM.  I  know  I  express  the  wish  of  many  people — many 
people  in  the  Department  of  Defense  would  like  me  to  answer  the 
question  differently  from  the  way  I  am  going  to  answer  it. 

We  think  that  we  can  work  within  the  law  budget  scoring  as 

Senator  Glenn.  Do  not  work  outside  the  law,  that  is  for  sure. 

Mr.  GoTBAUM.  And  we  intend  to  do  so,  sir. 

Senator  Glenn.  Well,  explain  that  a  little  bit,  because  I  am  not 
quite  sure  I  know  your  answer. 

Mr.  GoTBAUM.  There  are  several  people  who  said,  "Why  do  you 
not  go  to  0MB  and  propose  a  change  in  the  budget  practice  for  this 
stuff." 

We  looked  at  it  and,  frankly,  we  talked  about  it  with  the  Office 
of  Management  and  Budget.  They  said  to  us,  "Department  of  De- 
fense, you  are  a  large  Department.  You  are  our  biggest  Depart- 
ment, and  we  know  that.  But  you  are  not  the  only  Department  that 
is  trying  to  get  off-budget." 
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Senator  Glenn.  Okay.  Now,  what  caveats  does  0MB  want,  be- 
cause we  are  going  to  need  testimony  and  a  signoff  on  all  this  pro- 
cedure before  we  go  ahead  with  legislation. 

We  will  have  to  have  signoff  on  it  with  0MB.  Are  they  putting 
any  caveats  on  0MB  or 

Mr.  GrOTBAUM.  No,  sir,  they  are  not.  What  they  have  said  to  us 
is,  "Your  legislation  does  not  ask  for  a  change  in  correct  accounting 
practice." 

We  told  0MB,  "If  you  live  by  your  rules,  we  will  work  by  your 
rules  and  not  ask  for  a  change  in  the  law." 

So  the  authorities  we  have  here  we  expect  to  use  within  current 
practice. 

Senator  Glenn.  Okay.  I  guess  I  am  not  very  clear  yet  on  exactly 
what  the  difference  is  between  this  and  the  old  situation  we  went 
through  some  years  ago  when  we  did  not  get  approval. 

You  are  guaranteeing  a  lesser  amount  over  the  long  haul,  but 
that  lesser  amount,  it  seems  to  me,  would  still  have  to  be  scored 
up  front.  Is  that  right? 

Mr,  GoTBAUM.  Yes,  sir.  Yes,  and  we  do  not  expect  to  get  away 
from  the  notion  that  when  the  government  makes  a  commitment 
it  has  to  have  the  authority  to  make  the  commitment. 

Senator  Glenn.  All  right.  Now,  what  happens  in  a  case  of  BRAC 
2005  if  we  have  such  a  thing?  Do  we  have  to  write  in  something 
that  protects  the  investors  there? 

Mr.  GoTBAUM.  Yes,  sir.  Yes,  sir,  we  would.  And  that  actually  is 
an  area  where  we  think  we  could  use  the  guarantee  authority  to 
good  effect, 

Mr.  Coleman.  That  has  been  a  concern  of  theirs  all  along — they 
did  not  have  any  stability,  I  mean,  the  banking  community  said  to 
us  that  they  were  afraid  of  BRAC  and  would  not  participate  as 
they  would  if  they  knew  there  was  not  going  to  be  a  BRAC, 

Senator  Glenn.  The  first  time  we  talked  about  this  I  had 
thought  that  there  was  going  to  be  something  administered  mainly 
local  around  the  base.  Local  people  raise  the  capital  and  so  on.  But 
in  the  write-up  here  that  I  was  reading  a  few  moments  ago,  or 
skimming  through,  not  that  I  was  ignoring  what  you  were  saying, 
you  understand — I  was  listening  to  everything. 

But  is  it  true  that  you  are  setting  up  one  program  office  for  this? 
The  money  would  come  into  a  Federal  account.  It  would  be  a  Fed- 
eral account  here  in  the  Treasury, 

Does  that  mean  you  would  approach  New  York  Life  or  people 
like  that  to  gain  big  time  money  for  something  like  this,  and  then 
administer  it  from  Washington  out  to  the  bases;  or  is  this  to  be 
money  raised  locally,  money  spent  locally,  guaranteed  by  you  here 
through  the  local  base  authority?  How  does  that  work? 

Mr.  GoTBAUM.  Senator,  we  have  not  prejudged  where  the  money 
will  come  from.  What  we  have  found  is  that  when  we  went  out,  and 
we  did  go  out — the  people  who  are  sitting  behind  you  are  from  the 
Housing  Finance  team — we  went  out  to  four  bases  nominated  by 
each  of  the  services  and  interviewed  developers.  They  found  that 
some  of  their  funds  were  local  and  some  of  their  funds  were,  what 
we  call,  national.  We  have  not  proposed  a  long-term  central  hous- 
ing bank.  That  is  not  what  this  is  about. 
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We  have  said,  however,  that  when  we  are  starting  and  getting 
off  the  ground,  since  we  are  all  going  to  be  basically  learning  from 
the  same  book,  that  we  would  work  out  of  one  team,  one  account. 
We  would  expect  that  when  we  come  to  the  Congress  and  say, 
"Here  is  what  we  learned — this  is  what  makes  sense  and  this  does 
not,"  that  what  we  are  going  to  also  ask  the  Congress  to  do,  in  fact, 
is  to  decentralize  and  divide  this  authority  into  accounts  that  are 
handled  by  the  Air  Force,  the  Navy  and  the  Army,  sir. 

Senator  Glenn.  I  would  presume  though  that  you  might  have 
cases  where  you  raise  so  much  money  locally,  there  is  not  a  need 
for  you  to  raise  funds  at  all. 

Vou  might  have  some  funds  come  from  this  Federal  pot  from  the 
insurance  companies  or  whatever  if  they  were  willing  to  invest  in 
that;  is  that  correct? 

Mr.  GrOTBAUM.  Yes,  because  what  we  expect  to  find  is  that  there 
will  be  places  where  you  will  have  people  who  know  the  local  real 
estate  market  and  have  the  local  expertise  and  who  will  put  money 
up  there,  and  you  will  have  places,  as  is  the  case  in  housing  else- 
where, where  national  institutions  play. 

Fannie  Mae  is  a  national  institution.  They  buy  mortgages  from 
all  across  the  country.  One  thing  we  want  to  do  is  make  sure  that 
we  have  ways  of  tapping  that  kind  of  expertise  and  that  kind  of 
capital. 

Senator  Glenn.  Do  you  plan  to  leave  the  type  of  housing  in  each 
place  pretty  much  up  to  the  local-type  people  or  are  you  going  to 
have  some  sort  of  innovative  approaches.  For  instance,  I  hope  we 
are  not  going  out  to  build  square  two-story  red  brick  boxes  again 
as  we  see  on  every  base.  Those  were  fine.  They  were  the  greatest 
thing  coming  down  the  pike  way  back  when  they  were  built.  But, 
we  have  lots  of  ways.  There  are  manufactured  homes  now  that  you 
can  truck  around. 

There  are  all  sorts  of  innovative  approaches.  The  homes  like  the 
ones  down  at  Quantico  that  have  been  there  for,  I  think,  roughly 
40  years  or  something  like  that,  are  manufactured  homes  and  they 
are  quite  nice.  They  are  very  good. 

Are  you  going  to  get  into  some  innovative  things  or  will  you  be 
prohibited  from  having  some  of  those  approaches? 

Mr.  GOTBAUM.  Absolutely  we  are.  Let  me  make  two  comments 
and  then  defer  to  my  colleagues  from  the  services,  if  I  may. 

Number  one,  we  found  that  all  too  ofi^n  within  the  Department 
of  Defense — to  a  certain  extent  it  was  legislative — essentially  set 
specs  on  housing  that  were  too  narrow.  We  paid  for  that  by  getting 
noncommercial  products  at  noncommercial  costs. 

One  thing  we  have  learned  is  that  we  have  set  too  many  con- 
straints in  Washington.  What  we  propose  to  do  in  this  initiative  is 
to  say  let  us  try  to  change  that  process,  let  us  try  to  use  local 
standards  and  commercial  standards. 

Number  two,  we  have  proposed,  as  part  of  this  special  program 
office,  to  say,  "Let  us  simplify  all  the  hoops  you  have  to  jump 
through  to  do  business  with  the  Department  of  Defense,  so  that 
you  do  not  have  to  be  a  developer  with  $1  billion  worth  of  capital 
in  order  to  do  business  with  us." 

That  is  something  we  have  done  within  the  Department.  We 
have  essentially  made  it  so  tough  to  work  with  us  that  most  devel- 
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opers  will  not  do  it.  So  the  second  thing  that  we  will  do  in  this 
project  is  try  to  simplify  the  procedures  so  that  a  lot  of  locals  can 
participate. 

Maybe  I  would,  if  the  committee  would  permit,  defer  to  the  serv- 
ices to  talk  about  the  kinds  of  experimentation  and  types  of  hous- 
ing they  would  like. 

Senator  Glenn.  My  time  is  up.  Maybe  we  could  do  that  on  the 
next  round. 

Senator  McCain.  Senator  Coats. 

Senator  Coats.  Thank  you.  Let  me  ask  a  series  of  fairly  brief 
Questions  to  get  at  the  base  of  the  problem  and  then  the  solution 
uiat  is  being  proposed. 

I  wonder  if  I  could  ask  each  of  the  service  secretaries  this  first 
question?  We  use  this  term  60  to  80  percent  substandard  housing. 
Please  give  us  a  brief  rundown  on  where  your  branch  is  relative 
to  housing  and  what  this  will  do  for  you  in  addition  to  what  is  al- 
ready planned.  I  do  not  need  a  lot  of  detail,  just  give  me  an  over- 
view of  that. 

Mr.  Johnson,  can  we  start  with  you? 

Mr.  Johnson.  Right  now  our  inventory  shows  that  we  have 
about  80  percent  of  our  family  housing  that  is  inadequate,  and  we 
plan  to  straighten  that  out  over  the  years.  We  do  not  have  much 
in  this  year's  program  because  of  the  constraints  in  the  budget,  but 
we  plan  to  correct  that  as  we  can. 

Of  course,  with  these  innovative  ideas  we  hope  to  leverage  what 
money  we  have  and  to  leverage  our  authority  on  some  rental  guar- 
antee or  in  partnership  with  the  local  community,  give  them  the 
land  or  get  the  authority,  and  that  will  be  part  of  our  ownership. 

We  plan  to  correct  this  problem,  and  this  is  one  way  we  can  do 
it.  We  cannot  do  it  with  appropriated  funds.  We  have  shown  that 
already. 

Senator  Coats.  If  we  stayed  at  appropriated  funds,  if  current 
methods  were  used,  is  it  a  30-year  timeframe  or  what? 

Mr.  Johnson.  It  is  25  years  for  the  Army. 

Senator  Coats.  It  is  25.  Of  course  at  that  point,  the  ones  you  do 
next  year  are  going  to  need  it  again,  right?  So  it  is  a  perpetual 
cycle.  Is  it  anticipated  that  this  program  can  bring  you  down  to  the 
10-year  level?  Can  you  do  it  in  a  decade? 

Mr.  Johnson.  I  do  not  believe  I  can  do  it  in  10  years,  but  the 
thing  about  it  is  once  you  get  a  home  builder,  if  he  builds  any,  we 
give  him  some  inventory  to  operate  and  maintain.  He  would  keep 
that  up  to  standard.  So  it  would  not  get  into  the  25-year  cycle,  he 
would  take  some  of  our  assets  and  bring  them  up  to  standard  every 
year. 

Senator  Coats.  Secretary  Pirie. 

Mr.  Pirie.  Well,  we  are  in  roughly  a  similar  condition.  Senator 
Coats.  Fifty  seven  percent  of  Navy  housing  and  34  percent  of  Ma- 
rine Corps  housing  is  unsuitable  because  of  a  greater  than  $15,000 
backlog  of  repairs  and  modernization. 

Senator  Coats.  Is  that  the  standard,  if  it  is  greater  than  $15,000 
in  repairs  it  is 

Mr.  PmiE.  Yes,  that  is  how  we  choose  to  categorize  these  as  un- 
suitable. 

Senator  Coats.  But  unsuitable  is  still  lived  in. 
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Mr.  PmiE.  Oh,  yes.  A  very  small  proportion  of  our  housing  is  ac- 
tually substandard  and  then  requires  a  diminution  of  the  forfeiture 
of  allowances  to  live  in. 

But  even  the  size  of  this  backlog  can  be  very  impractical  for  us 
if  we  do  not  get  some  relief,  front-end  relief.  By  reducing  the  pres- 
sure on  MILCON  for  new  housing  building  bv  being  able  to  bring 
in  private  capital,  this  strikes  us  as  an  excellent  way  to  leverage 
the  funds  we  have. 

Senator  Coats.  Secretary  Coleman. 

Mr.  Coleman.  About  54  percent  of  our  inventory  is  substandard, 
which  is  about  60,000  units. 

Senator  Coats.  Do  you  use  the  same  threshold,  $15,000? 

Mr.  Coleman.  No,  sir.  We  evaluate  the  whole  house  to  determine 
whether  a  unit  meets  the  statutoiy  square  footage  requirements,  is 
functionally  adequate  and  has  suiricient  bathrooms  to  support  the 
number  of  family  members.  It  would  take  us  approximately  25 
years  to  remediate  the  conditions  if  we  kept  on  the  current  funding 
stream  that  we  are  on  now,  which  is  flatlined  at  about  $250  million 
a  year. 

Senator  Coats.  If  you  stayed  on  the  present  course  is  that  just 
to  keep  the  inventory  at  the  roughly  one-third  on-base,  two-thirds 
off? 

Mr.  Coleman.  Yes,  sir. 

Senator  Coats.  So  that  is  not  adding  new  on-base  housing  then. 

Mr.  Coleman.  No. 

Senator  Coats.  I  assume  you  have  surveys  or  whatever.  How  im- 
portant is  it  to  establish  more  on-base  housing?  Here  is  what 
strikes  me  as  odd.  You  have  56  to  70  percent  substandard  housing. 

You  have  variable  housing  allowances,  you  have  additional  con- 
siderations for  people  to  go  out  in  the  market  outside  the  base  and 
live,  and  yet  there  is  a  waiting  list  for  on-base  housing.  Why  are 
people  waiting  and  desiring  to  live  in  substandard  housing  when 
they  can  go  outside  with  a  little  bit  of  supplement  and  get  a  brand 
new  house? 

Mr.  Coleman.  Senator  Coats,  from  my  observation  of  my  visits 
to  the  bases  thus  far  since  I  have  been  in  office,  the  young  airman 
and  his  family  would  rather  be  on  that  base  in  substandard  hous- 
ing than  off-base  paying  approximately  21  percent  more  of  his  lim- 
ited income  in  an  area  of  which  he  or  she  does  not  feel  well  about 
the  security. 

There  is  the  security  factor  of  that  young  E-1  to  E-4  being  off- 
base  with  a  young  wife  or  a  young  wife  and  child.  Commissary,  BX, 
community  flavor  right  there  with  you. 

So  it  is  a  quality  of  life  item,  and  that  is  why  we  collectively  feel 
so  bad  that  the  housing  they  strive  to  get,  to  get  on  a  waiting  list 
that  is  substandard. 

If  you  ask  9  out  of  10  airmen  they  would  say,  "When  I  am  de- 
ployed I  want  to  be  sure  that  my  wife  and  child  are  somewhat  pro- 
tected." 

So  mental  security  to  that  airman  is  very  important.  Does  that 
answer 

Mr.  PiRIE.  I  certainly  agree  with  Secretary  Coleman  on  that.  It 
is  particularly  important  for  the  younger  people  to  have  access  to 
base  housing.  The  more  senior  people  have  larger  allowances  and 
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are  able  to  endure  the  out-of-pocket  costs  a  little  bit  better  than  the 
younger  people.  Basically,  they  have  more  alternatives.  So  I  think 
we  need  to  look  at  the  young  married  sailors  and  marines  as  far 
as  our  priorities  are  concerned. 

Mr.  Johnson.  Security  is  a  big  thing  for  the  junior  enlisted.  We 
just  implemented  a  policy  to  take  all  of  our  housing  assets  and  dis- 
tribute them  by  percent,  junior  enlisted  and  junior  officer,  in  the 
percent  that  they  are  housed  on  post  so  that  everybody  will  get  a 
shot  at  living  on  post.  And  also  they  do  not  have  to  have  another 
car  maybe  if  they  live  on  post.  Very  important. 

Senator  Coats,  Secretary  Gotbaum,  let  me  see  if  you  can  just 
briefly  outline  the  timeframe  in  cost  of  the  program  wnich  you  are 
advocating  here.  You  are  advocating  taking  a  30-year  timeframe 
and  attempting  to  shorten  it  to  a  decade;  is  that  correct? 

Mr.  Gotbaum.  That  is  what  we  hope  to  set  in  place,  sir,  yes. 

Senator  Coats,  Are  there  additional  appropriated  funds  nec- 
essary to  accomplish  this? 

Mr.  Gotbaum.  Ultimately  there  will  be,  sir. 

Senator  Coats.  And  how  much  will  those  be? 

Mr.  Gotbaum.  That  we  frankly  cannot  tell  you  now  because  we 
are  still  at  the  early  stages  of  learning  how,  when  and  where  to 
apply  these  tools,  to  answer  Senator  Glenn's  question  about  are 
you  going  to  use  those  authorities  that  require  you  scoring  all  the 
money  up  front  or  can  you  use  some  that  can  be  discounted. 

Senator  Coats.  Are  you  asking  for  additional  appropriated  funds 
for  fiscal  year  1996? 

Mr.  Gotbaum.  The  answer  to  that.  Senator,  is  yes.  We  are  ask- 
ing in  the  President's  budget  for  $22  million.  Now,  that  is  not  the 
bulk  of  where  we  would  hope  to  apply  these. 

Let  me,  if  I  may,  say  that  what  we  hope  to  do  over  the  course 
of  the  next  year  or  so  is  get  together  a  team  jointly  and  negotiate 
a  set  of  projects  mostly  from  sites  that  are  already  approved  from 
MILCON.  Using  that  experience  and  learning,  we  then  would  come 
back  to  the  Congress  and  say,  "Here  is  the  range  of  authorities  and 
here  is  the  range  of  resources  we  think.  Army,  Navy  and  the  Air 
Force,  makes  sense." 

For  the  pilot  project  we  believe  we  can  work  perfectly  adequately 
with  the  existing  MILCON  budget  as  a  source  of  projects  and  ap- 
propriations plus  the  $22  million  that  the  Secretary  of  Defense  re- 
quested, because  we  intend  to  use  that  essentially  only  to  cover  and 
make  sure  we  have  the  whole  range  of  housing. 

Senator  Coats.  Is  this  the  1-year  pilot? 

Mr.  Gotbaum.  This  is  a  5-year  pilot  which  we  would  propose  to 
say  within  the  5  years  we  can  implement  up  to  $1  billion  over  the 
5  years  in  budget  authority. 

The  vast  majority  of  that  would  come  from  projects  that  are  al- 
ready appropriated  through  the  MILCON  process.  In  other  words, 
they  are  already  a  priority  for  the  Department  and  they  are  a  pri- 
ority for  the  Congress, 

Before  the  end  of  that  5-vear  period  we  would  then  come  forward 
to  the  Congress  and  say,  'Here  is  what  ought  to  be  done  perma- 
nently, here  are  the  authorities,  here  is  how  they  ought  to  be  ap- 
plied; here  is  how  they  ought  to  be  governed  and  here  is  what  the 
price  tag  ought  to  be." 
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Senator  Coats.  Does  it  have  to  be  5  years? 

Mr.  GOTBAUM.  I  will  tell  you,  Senator,  that  you  asked  that  ques- 
tion more  politely  than  the  Secretary'  of  Defense. 

What  I  would  say  is  that  it  should  be  no  more  than  5  years.  We 
hope  that  within  the  first  2  or  3  years  that  we  will  have  enough 
experience  to  know  what  works  and  what  does  not,  and  then  we 
can  propose  permanent  authority. 

What  I  did  not  want  to  do  was  limit  us  to  a  year  or  two,  because 
frankly  it  takes  a  while  to  get  things  started.  This  is  a  case  where 
you  want  to  make  sure  you  know  how  to  walk  before  you  try  to 
run. 

Senator  Coats.  So  that  is  the  basis  for  your  sunset  request  of  5 
years. 

Mr.  GoTBAUM.  Yes,  sir. 

Senator  Coats.  You  expect  to  be  back  with  a  proposal  well  short 
of  the  5  years  for  permanent  authority. 

Mr.  GoTBAUM.  Yes,  sir. 

Senator  Coats.  In  that  pilot  how  many  new  imits,  rehab  units 
or  combination  of  such  are  we  going  to  put  in  place  in  addition  to 
what  you  are  planning  on  doing  just  in  the  regular? 

Mr.  Coleman.  We  are  not  in  a  position,  Senator,  to  give  you  an 
estimate  on  that  that  is  worth  a  whole  lot.  What  we  hope  to  do 
within  the  first  year  is  start  a  couple  of  thousand  units  and  in  that 
first  year  get  the  techniques  in  place,  the  forms  in  place,  the  sim- 
plified procurement  that  Senator  Glenn  mentions  in  place,  so  that 
we  can  thereafter  leverage  it  to  tens  of  thousands  of  units. 

But  I  cannot  tell  you  what  the  cost  of  those  will  be  without  get- 
ting some  sense  as  to  which  tools  we  use  and  where  and  how  much. 
That  is  something  which,  frankly,  we  are  going  to  have  to  learn 
how  to  use. 

Senator  Coats.  My  time  has  expired,  Mr.  Chairman.  I  will  give 
it  up  to  the  second  round. 

Senator  McCain.  I  take  it.  Secretary  Gotbaum,  that  you  are  not 
proposing  a  waiver  of  Davis-Bacon. 

Mr.  Gotbaum.  No,  sir,  we  are  not.  We  have  not  proposed  any  leg- 
islative change  in  the  procurement  authorities  that  we  work  by 
within  the  Department  of  Defense. 

Senator  McCain.  I  understand  the  administration's  position  on 
that  issue,  but  I  think  this  committee  ought  to  look  at  that  given 
the  savings  that  could  be  associated  with  that  issue  whether  we 
adopt  this  proposal  or  not.  It  has  been  around  for  a  long  time. 

You  said  earlier,  Mr.  Secretary,  that  you  talked  with  the  real  es- 
tate developers  and  among  the  issues  that  you  identified  was  that 
family  housing  construction  for  a  particular  installation  should  be 
basea  on  the  local  real  estate  market  environment. 

If  you  adopt  that  principle  would  there  not  be  a  significant  dif- 
ference in  the  quality  of  housing  between  one  part  of  the  country 
and  another  given  the  dramatic  difference  in  cost  of  housing  in 
some  areas? 

Mr.  Gotbaum.  I  will  tell  you,  Senator,  right  now  the  biggest  dif- 
ference is  between  our  housing  and  everybody  else's. 

I  am  not  trying  to  duck  the  question,  but  I  am  trying  to  say  that 
we  think  you  give  up  something  by  saying  you  are  going  to  go  to 
local  standards.  What  you  give  up  is  the  sense  of  uniformity  that 
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everywhere  in  the  country  everything  will  be  the  same.  You  do 
clearly  give  that  up. 

What  we  think  we  could  gain  by  it,  though,  is  a  far  wider  range 
of  builders  who  are  willing  to  build  for  DOD  at,  we  hope,  a  signifi- 
cantly lower  cost  of  housing  for  DOD.  We  hope  the  tradeoff  for  vari- 
ety will  be  quality. 

Senator  McCain.  I  think  that  aspect  of  it  has  to  be  addressed. 
There  are  parts  of  the  Southwest,  as  we  all  know,  where  housing 
is  one-third  as  expensive  as  some  parts  of  the  Northeast,  which 
could  then  lead  to  differences  in  preferences  that  people  have  of 
where  they  may  want  to  be  located. 

You  state  that  two-thirds  of  the  families  living  on  base  are  in  un- 
suitable housing.  One,  do  you  have  a  definition  of  unsuitable  hous- 
ing, and,  two,  is  it  common  to  all  of  the  services? 

Mr.  GoTBAUM.  Your  answer  is,  yes,  we  have  a  definition;  the  an- 
swer is,  no,  it  is  not  exactly  common  to  all  services  nor  do  they  im- 
plement it  exactly  the  same  way. 

It  might  be  useful,  if  I  may,  to  defer  to  the  services  as  to  how 
they  define  unsuitable,  with  the  committee's  permission.  But  they 
are  slightly  different  in  implementation. 

Do  you  want  to  speak  to  that  subject? 

Mr.  PiRlE.  Well,  in  the  case  of  the  Navy  if  there  is  a  backlog  of 
maintenance  repair  in  excess  of  $15,000  requested  by  the  housing 
it  is  unsuitable. 

Senator  McCain.  Well,  I  am  not  too  concerned  about  what  your 
definition  is,  but  I  do  believe  that  perhaps  there  should  be  a  com- 
mon definition  when  it  comes  to  describing  the  needs  of  the  various 
services.  I  would  hope  that  you  would  be  able  to  come  up  with  that 
rather  than  relying  on  Congress  to  do  so. 

Mr.  Johnson,  have  you  looked  at  the  Australian  program  and  can 
you  tell  me  some  of  the  pros  and  cons  associated  with  that? 

Mr.  Johnson.  We  have  looked  at  it,  and  we  have  sent  a  number 
of  people  down  there  to  look  at  it.  It  is  a  program  to  establish  a 
housing  authority,  maybe  similar  to  the  Tennessee  Valley  Author- 
ity where  they  can  buy  and  sell  at  will  and  they  operate  and  main- 
tain it  themselves.  So  the  Australian  model  can  be  adopted  to  some 
extent. 

We  have  not  proposed  that  in  this  legislation,  but  it  is  something 
we  are  looking  at.  I  believe  Mr.  Gotbaum  had  a  representative  that 
went  down  there  and  may  want  to  talk  further  on  it. 

Mr.  Gotbaum.  You  should  know,  Senator,  and  members  of  the 
committee  should  know,  this  is  a  proposal  that  we  have  looked  at 
very  seriously. 

My  colleague,  the  principal  deputy  controller,  Alice  Marinie,  an 
extremely  busy  person,  nonetheless  found  time  about  3  weeks  ago 
to  go  to  Australia  for  4  days  essentially  to  meet  with  the  people 
and  learn  how  they  do  this. 

There  were  lots  of  aspects  of  that  experience  which  are  attrac- 
tive. They  took  a  housing  situation  which  everyone  agreed  was  mis- 
erable and  in  a  10-year  period  improved  it.  They  also  increased 
their  housing  costs  by  about  15  percent.  And  they  also  did  it  on  a 
total  of  35,000  houses. 

What  we  hope  to  do  within  the  Department,  and  again  this  is 
something  we  hope  to  do  this  summer,  in  other  words  not  forever 
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but  not  yet,  is  in  fact  see  whether  or  not  there  is  some  way  to  ex- 
periment with  that  kind  of  approach  as  well,  whether  or  not  there 
is  some  for  five  or  six  bases  or  service  or  some  set  of  20,000  or 
30,000  houses  to  see  whether  we  can  fully  privatize  as  opposed  to 
use  private  sector  capital. 

This  is  again  something  on  which  we  will  come  back  to  the  com- 
mittee and  to  the  Congress. 

Senator  McCain.  Has  the  number  of  DOD-owned  and  leased 
units  in  the  United  States  declined  in  the  same  proportion  as  the 
number  of  military  families  as  a  result  of  reduction  in  size  of  our 
military  establishment? 

Mr.  GoTBAUM.  I  believe  the  answer  to  that  question  is  no,  but 
I  am  going  to  have  to  defer  to  my  colleagues  or  to  the  record  to  get 
you  hard  numbers. 

Senator  McCain.  Gentlemen? 

Mr.  Johnson.  The  answer  is:  It  has  not  declined  the  same.  We 
have  retained  government-owned  units  that  were  in  good  shape,  es- 
pecially in  Germany  and  canceled  more  expensive  lease  units.  We 
have  demolished  several  thousand  units  that  were  uneconomical  to 
repair. 

Mr.  PiRIE.  For  the  Navy  the  ratio  of  housing  units  to  families  has 
increased  because  of  the  downsizing  of  the  forces  and  the  fact  that 
the  housing  units  do  not  go  away  as  fast.  But  it  has  not  substan- 
tially eased  our  problem. 

Mr.  Coleman.  Our  response  is  no  in  the  Air  Force.  The  number 
of  people  have  decreased  in  the  overall  Air  Force  to  440,000-some. 
We  are  going  down  to  381,000  by  the  end,  but  the  houses  are  still 
going  to  remain  on  base. 

Those  are  substandard  that  have  degrading  building  material 
conditions,  smaller  bathrooms,  kitchens  that  are  old  with  bad  lay- 
outs, small  sizes,  that  are  substandard  to  the  Air  Force,  and  that 
are  always  going  to  remain  until  we  repair,  replace,  revitalize.  We 
get  new  nousing  in  some  areas  where  we  can  knock  down  the  old 
housing. 

The  need  to  get  on  that  base  goes  back  to  what  I  said  about  the 
E-1  and  the  E-4.  I  am  sure  that  there  are  some  E— 4s  and  0-7s 
that  would  want  to  get  on  the  base. 

If  there  was  good  housing,  the  sense  of  security,  the  ability  to  de- 
ploy easily  in  case  of  emergency,  if  all  of  those  factors  are  on  the 
minds  of  our  forces  that  we  want  to  retain  in  the  all-volunteer  mili- 
taiy. 

Senator  McCain.  Why  is  it  necessary  for  the  Department  of  De- 
fense to  have  the  authority  to  make  differential  payments  that 
would  subsidize  the  rent  or  the  housing  units  provided  under  this 
legislation? 

The  Department  of  Defense  does  subsidize  the  rent  paid  by  the 
majority  of  military  families  who  live  in  private- sector  housing. 

Mr.  GoTBAUM.  A  very  important  and  good  question,  sir.  And  it 
gets  to  in  part  the  issue  raised  by  Senator  Glenn,  which  is  right 
now  we  have  two  choices. 

We  can  either  say  to  a  serviceman  or  woman,  live  on  allowances, 
whether  that  is  enough  or  not  enough,  or  we  can  pay  the  full 
freight  ourselves.  In  other  words,  we  will  bring  you  on  base  and  we 
will  pay  the  full  cost  of  housing  and  you  will  get  no  allowances. 
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If  we  pay  the  full  freight  under  the  0MB  rules  it  gets  scored  up 
front.  If  we  say  rely  on  allowances,  it  gets  only  scored  year  by  year, 
so  there  is  no  up-front  scoring. 

The  reason  we  asked  for  authority  to  make  a  fixed  payment  that 
was  less  than  the  full  amount  was  so  that  we  could,  in  cir- 
cumstances where  allowances  alone  were  not  enough,  bring  in  pri- 
vate development  without  paying  the  whole  freight. 

So  we  can  say  to  a  developer,  "You  put  up  your  $1  million,"  and 
that  houses  100  families. 

Right  now  their  allowance  is  $400  a  month,  and  the  cost  of  that 
housing  is  going  to  be  not  15  percent  more,  which  we  would  like 
or  which  the  Congress  would  like,  but  25  or  30  percent  more.  In 
that  case  we  will  agree  to  a  fixed  payment,  not  to  cover  the  entire 
gap  but  to  be  part  of  the  gap. 

That  is  the  reason  we  were  looking  for  the  authority,  because  we 
know  that  there  are  lots  of  places  where  allowances  alone  are  not 
enough.  There  are  also  lots  of  places  where  you  do  not  want  the 
Department  to  pay  the  full  freight  by  itself  We  hope  to  use  that 
authority  again  on  a  pilot  basis  in  those  circumstances. 

Senator  McCain.  In  your  proposal  it  provides  for  agreements 
under  which  the  government  would  pay  for  security  or  damage  de- 
posits. 

Why  should  the  government  make  agreements  to  cover  security 
deposits  for  people  living  in  the  housing  provided  under  these  au- 
thorities and  not  cover  the  same  costs  for  military  families  who  live 
in  ordinary  private-sector  housing? 

Mr.  GrOTBAUM.  Because  in  some  cases,  Senator,  we  found  that  if 
we  did  not  do  it,  we  could  not  get  developers  to  build.  They  said, 
"You  are  asking  us  to  rent  to  military  families  who  turn  over  more 
frequently  than  private-sector  families,  and  we  would  like  some 
sort  of  residual  guarantee." 

Now,  we  have  asked  the  Congress  for  authority  to  provide  that 
guarantee  in  a  number  of  ways.  One  way  is  to  say  we  will  guaran- 
tee an  occupancy  level.  Another  way  is  to  do  what  the  legislation 
asks  for,  which  is  the  ability  for  us  to  put  up  a  security  deposit. 
This,  again,  is  because  we  found  when  we  interviewed  developers 
and  said  to  them,  "Why  will  you  not  do  business  with  the  Depart- 
ment of  Defense,"  in  some  cases  they  answered,  "Because  you  guys 
will  not  put  up  security  deposits,  you  will  not  make  sure  that  peo- 
ple pay  their  rent  on  time,  and  you  will  not  provide  allotments." 

That  is  the  reason  why  we  put  those  provisions  into  the  legisla- 
tion, so  that  we  can  essentially  get  commercial  interest. 

Senator  McCain.  On  the  damage  deposit,  the  chances  and  likeli- 
hood of  damage  being  inflicted  on  that  unit  are  dramatically  less- 
ened, I  think,  we  would  find  from  our  experience  with  public  hous- 
ing. 

So  I  cannot  agree  with  that.  If  developers  feel  they  need  that 
kind  of  guarantee,  then  I  would  suggest  that  there  may  be  other 
developers  to  talk  to. 

Senator  Glenn. 

Senator  GLE^fN.  Thank  you,  Mr.  Chairman. 

I  was  sitting  here  thinking  about  this  60  percent  that  is  sub- 
standard now,  why  we  cannot  apply  these  same  rules,  these  same 
innovative  proposals  to  upgrade  some  of  this  stuff  that  is  on  base 
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right  now  with  a  guarantee  of  rental  payback.  Give  a  BAQ  and  pay 
back  a  certain  amount.  The  government  could  guarantee  the  20  or 
whatever  it  is  we  are  doing  in  the  other,  and  we  would  wind  up 
with  a  lot  of  increased,  much  better  standard  housing  immediately 
than  we  will  by  waiting  to  do  whole  construction  projects. 

Are  we  thinking  along  these  lines  or  what? 

Mr.  GOTBAUM.  Absolutely,  Senator.  One  of  the  things  that  came 
across  very  clearly,  at  least  when  I  started  this  process,  was  that 
I  was  really  thinking  new  construction. 

Each  of  the  services  came  back  and  said,  "Uh-uh,  our  biggest 
problem  is  renovating  existing  on-base."  So  the  legislation  that  we 
nave  submitted  for  your  consideration  gives  us  authority  to  do 
both. 

I  will  tell  you,  and  these  gentlemen  will  back  me  up,  if  you  sav 
to  them,  "Okay,  guys,  when  you  put  your  money  where  your  mouth 
is  where  are  you  going  to  put  it,"  they  are  talking  first  about  doing 
substantial  renovation  of  the  housing  they  already  have. 

Senator  Glenn.  Could  you  use  these  same  principles  of  innova- 
tive financing  with  a  guarantee  payback  or  some  arrangement  that 
would  let  us  renovate  these  facilities  without  getting  into  big  Fed- 
eral budget  problems? 

Mr.  GoTBAUM.  Yes,  sir,  that  is  what  we  hope  to  do. 

Senator  Glenn.  That  is  good.  Does  anybody  else  want  to  make 
a  comment  on  that? 

Mr.  Coleman.  Yes,  we  wanted  to  crawl  before  we  walked  or  ran. 
This  is  new  ground.  It  is  old  ground  but  it  is  new  ground  in  the 
way  that  we  wanted  to  be  flexible  and  the  way  that  we  got  the  au- 
thority. 

But  you  are  absolutely  right.  As  I  said  a  little  earlier,  it  would 
take  us  approximately  25  years  at  our  current  MILCON  rate  to  re- 
pair and  redo  substandard  housing. 

Senator  Glenn.  So  you  would  like  to  use  this  whole  thing  for 
rehab  as  well  as? 

Mr.  Coleman.  Absolutely,  sir. 

Senator  Glenn.  That  is  good.  The  language  talks  about  the  mili- 
tary services  out-leasing  or  selling  land  for  the  purpose  of  providing 
additional  family  housing  and  so  on.  What  kind  of  restrictions  do 
we  have  on  that? 

Let  me  give  an  example.  You  could  not,  or  could  you,  Mr,  Pirie, 
go  down  to  Oceana  and  sell  off  100  acres  down  there  and  come  up 
and  build  the  houses  up  at  Pax  River? 

Mr.  PmiE.  Not  without  your  permission.  Also,  to  get  your  permis- 
sion I  would  have  to  come  through  Mr.  Gotbaum,  and  0MB,  by  the 
way.  So  there  are  a  few  checks  and  balances  on  that. 

Senator  Glenn.  In  other  words,  any  disposal  like  that  to  raise 
money  of  whatever  the  arrangement  was  would  probably  be  used 
locally  for  that. 

Mr.  Pirie.  We  could  work  up  a  local  scheme,  but  ultimately  you 
would  have  to  okay  it. 

Senator  Glenn.  Well,  you  might  not  want  to  tie  yourself  in  too 
tight.  We  might  have  some  valuable — I  do  not  know  what  is 
planned  out  at  Oakland,  for  instance,  to  dispose  of  that  property. 
It  is  very  valuable  land  out  there.  It  is  under  BRAC;  maybe  raise 
a  lot  of  money  eventually  selling  some  of  that  land  off  you  might 
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want  to  use  to  build  housing  at  Oceana  or  someplace  else.  Is  that 
eliminated  under  this  arrangement? 

Mr.  Johnson.  Under  BRAG,  you  could  not  do  that,  but  we  would 
require  special  legislation  where  we  had  some  valuable  land  and 
we  want  to  come  in  and  sell  that  land  and  build  houses  somewhere 
else.  We  have  done  that  a  number  of  times. 

Senator  Glenn.  Okay. 

Mr.  PmiE.  Mr.  Gotbaum  has  plans  for  any  money  we  realize 
through  BRAG  disposals,  I  am  afraid. 

Senator  Glenn.  Do  we  have  a  plan  as  to  when  the  barracks  pro- 
posal will  be  in?  I  understand  that  is  being  planned.  If  we  do  not 
have  a  plan  on  that  yet,  is  there  a  date  we  can  look  forward  to  get- 
ting that? 

Mr.  Gotbaum.  Senator,  frankly,  I  cannot  give  you  an  absolute 
date  yet.  I  can  tell  you  that  my  suspicion  would  be  that  if  we  do 
not  have  a  proposal  to  you  within  a  couple  of  months  a  certain  Sec- 
retary of  Defense  will  get  pretty  upset.  So  it  will  be  fairly  soon. 

Senator  Glenn.  If  we  wait  too  long  on  that  we  would  be  off  the 
budget  cycle  this  year  and  we  would  wind  up  with  at  least  another 
1-year  delay  on  it  before  we  would  probably  take  substantive  ac- 
tion. You  might  want  to  keep  that  in  mind  and  get  it  over  to  us 
as  fast  as  you  can.  Hopefully,  we  can  get  it  in  this  year's  cycle. 

Mr.  Gotbaum.  We  intend  to  do  that,  sir. 

Senator  Glenn.  Okay.  At  what  point  would  the  services  deter- 
mine the  differential  or  subsidy  payments?  Is  it  possible  the  devel- 
opers may  get  higher  rental  rates  knowing  that  DOD  will  provide 
subsidies  to  military  occupants? 

Mr.  Gotbaum.  The  answer  is,  yes,  it  is  possible  that  they  would. 
That  is  why  we  thought  it  was  important  that  any  of  these  projects 
be  competitively  bid.  In  other  words,  we  want  to  set  up  a  system 
that  is  flexible.  We  want  to  set  up  a  system  that  uses  the  range 
of  authorities,  but  we  know  that  there  is  a  risk.  That  risk  is  that 
somebody  might  take  advantage. 

We  also  want  to  make  sure  that  before  a  developer  takes  advan- 
tage of  Secretary  Pirie  or  Secretary  Goleman  or,  dare  I  say  it,  me, 
he  knows  there  is  another  developer  around  who  might  offer  it  for 
a  dollar  less.  In  that  case,  we  will  talk  to  that  developer. 

Senator  Glenn.  Is  one  way  to  take  care  of  some  of  this  to  change 
the  variable  housing  allowance  that  is  currently  in  existence?  Is 
that  a  way  to  administer  some  of  these  things? 

Mr.  Gotbaum.  That  is  an  issue  which  we  consider  to  be  very  im- 
portant. One  of  the  things  I  should  have  mentioned  is  the  Sec- 
retary of  Defense  has,  as  part  of  his  general  quality  of  life  initia- 
tive, asked  for  the  advice  of  a  panel  chaired  by  former  Secretary 
Jack  Marsh. 

To  this  panel  he  has  put  the  question:  what  should  my  relative 
priorities  be?  Where  should  I  look  for  on-base  construction  and 
where  should  I  look  for  allowances? 

I  will  also  tell  you  that  he  has  put  the  same  task  to  us  as  the 
staff  of  the  Secretary  of  Defense  as  part  of  the  budget  process,  to 
review  just  that  question.  Senator. 

I  expect  that  we  would  come  back  and  answer  it  within  the  budg- 
et process  next  year. 


524 

Senator  Glenn.  Do  you  anticipate  that  for  most  of  these  things 
people  would  pay  their  own  utilities,  for  instance,  or  do  you  see 
these  being  sort  of  a  condo-like  operation? 

On  these  areas  of  utilities  payments  or  something  taken  care  of, 
there  is  not  much  incentive  on  most  bases  for  people  to  turn  off  the 
lights  or  not  water  the  lawn  too  much. 

Would  you  vary  the  operation  depending  on  what  was  worked 
out  with  the  local  people  developing  with  you? 

Mr.  GOTBAUM.  I  will  tell  you.  Senator,  this  is  not  something  we 
have  discussed  yet.  Since  the  Energy  Conservation  part  of  the  De- 
partment of  Defense  also  reports  to  me,  I  hope  we  would  experi- 
ment with  individual  metering  because  it  would  save  taxpayers  a 
fair  amount  of  money  and  reduce  the 

Senator  Glenn.  For  the  individuals  it  might  be  as  much  as  $75, 
$100  a  month  for  their  utilities  or  whatever  and  it  would  be  a  sub- 
stantial amount. 

I  did  not  know  whether  you  planned  to  do  this,  whether  you  had 
decided  if  it  was  going  to  be  a  condo-like  operation  or  if  this  would 
vary  project-by-project. 

Mr.  GoTBAUM.  I  will  tell  you,  Senator,  we  have  not  yet.  We  are 
at  the  stage  now,  frankly,  of  trying  to  get  the  authority  and  then 
figuring  out  the  circumstances  under  which  we  will  experiment 
with  it. 

Senator  Glenn.  We  have  $48  million  included  in  this  1996  budg- 
et for  nine  bachelor  quarter  projects  at  overseas  installations. 

Other  than  constructing  and  modernizing  a  limited  number  of 
barracks,  what  are  the  services  doing  to  improve  living  conditions 
and  quality  of  life  for  personnel  stationed  overseas?  And  would  any 
of  these  same  proposal  ideas  apply  to  overseas  construction? 

Mr.  GrOTBAUM.  Let  me  say  first  of  all  that  the  particular  authori- 
ties we  have  asked  the  Congress  for  in  the  family  housing  area,  be- 
cause they  are  so  tied  to  U.S.  law  and  U.S.  financial  markets,  we 
have  not  asked  to  apply  outside  the  United  States. 

That  does  not  mean  that  there  is  not  concern,  and  I  think  I 
ought  to  defer  to  the  services  as  to  what  they  are  doing  about  the 
conditions  of  housing  outside  the  United  States.  This  particular 
legislation  does  not  get  there. 

Mr.  Coleman.  Our  CINCPAC  and  CINCUSAFE  are  doing  every- 
thing they  can  with  us  to  provide  for  the  single  airman  and  officer 
overseas. 

The  conditions  overseas  are  pretty  bad.  I  am  going  to  Europe  in 
July  to  see  firsthand  what  the  troops  are  going  through,  because 
I  have  been  hearing  so  much  about  how  bad  everything  is. 

So  I  am  going  over  there  myself  to  see  it.  We  are  doing  every- 
thing we  can  to  get  every  MILCON  dollar  possible  to  support  those 
troops  overseas. 

Senator  Glenn.  You  mentioned  Aviano,  I  believe,  a  little  while 
ago.  Secretary  Coleman,  and  that  has  been  a  rather  contentious 
spot,  as  you  are  aware,  for  a  lot  of  reasons. 

We  do  not  need  to  go  into  all  of  these  here,  plus  my  time  is  al- 
most up  anyway.  This  gets  back  into  the  old  Crotone  argument  and 
why  that  was  necessary.  When  that  was  taken  out  was  Aviano 
then  looked  at  as  sort  of  a  replacement  for  Crotone  which  Congress 
had  actually  turned  down  as  being  a  necessity?  This  has  been  rath- 
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er  a  convoluted  thing  here.  Now  we  are  asking  for  more  really  per- 
manent housing 

Mr.  Coleman.  Correct. 

Senator  Glenn  [continuing].  At  Aviano,  which  I  think  most  peo- 
ple at  least  on  this  committee  have  looked  at  as  not  necessarily 
being  as  permanent  as  Fort  Benning  or  some  other  places.  Whether 
we  are  really  trying  to  get  an  installation  there,  where  we  have  a 
requirement  for  such  an  installation  at  Aviano,  it  would  mean  that 
we  would  really  put  a  lot  of  money  into  there,  many  tens  of  mil- 
lions or  even  hundreds  of  millions  of  dollars  into  construction  in  an 
area  that  was  questioned  by  Congress  to  begin  with.  If  you  follow 
that,  I  think  you  have  the  g^st  of  what  I  am  talking  about. 

So  do  we  really  need  permanent  housing  there  and  is  the  base 
at  Aviano  going  to  be  as  permanent  as  I  know  the  Air  Force  would 
like  to  think  it  is.  I  do  not  think  Congress  has  been  convinced  it 
is  quite  that  permanent  yet. 

Mr.  Coleman.  I  am  going  there  at  the  end  of  July.  I  do  not  know 
if  they  need  all  that  housing.  What  is  there  now  is  leased  housing, 
not  permanent  housing. 

Senator  Glenn.  We  have  some  permanent  barracks. 

Mr.  Coleman.  Pardon? 

Senator  Glenn.  Permanent  barracks. 

Mr.  Coleman.  Yes,  sir,  but  not  military  family  housing.  I  would 
be  happy  to  discuss  that  when  I  get  back  with  firsthand  knowledge. 

Senator  Glenn.  Okay.  Very  good.  Fine.  Thank  you  very  much. 
My  time  is  up. 

Thank  you,  Mr.  Chairman. 

Senator  McCain.  Senator  Coats. 

Senator  Coats.  I  wonder  if  maybe,  Secretary  Gotbaum,  you  could 
do  this.  You  might  want  to  defer  to  one  or  more  of  the  other  sec- 
retaries. Paint  a  picture  for  me  of  one  of  the  worst  case  housing 
situations  you  have. 

Pick  a  base  and  describe  what  it  looks  like  now  and  then  de- 
scribe what  you  would  like  it  to  look  like  if  you  are  granted  this 
authority  and  are  able  to  go  to  that  base  over  a  certain  period  of 
time.  Give  me  the  before  and  after  look. 

Mr.  Gotbaum.  Okay.  At  the  risk  of  offending  all  of  my  colleagues 
instead  of  the  usual  one  or  two,  let  me  take  an  example  that  we 
have  actually  worked  through,  that  the  team  has  worked  through. 

The  Navy  has  a  project  in  San  Diego  called  Cabrio.  There  are, 
if  I  recall  correctly,  800  units.  It  is  family  housing,  and  it  is  in  a 
shape  which  I  would  call,  at  least  figuratively,  lousy,  decrepit,  old, 
bad,  et  cetera.  Yet  when  you  say  to  the  Navy,  "Okay,  Navy,  when 
are  you  going  to  fix  this,"  and  to  be  fair  the  Navy  has  put  it  in 
their  program,  in  their  planned  budget,  to  take  this  housing  and 
replace  it,  keep  the  land  and  rebuild  ^ere 

Senator  Coats.  This  is  on  base. 

Mr.  Gotbaum.  No,  this  is  on  Navy  land  but  not  on  base.  So  it 
is  in  the  San  Diego  area  but  it  is  not  literally  on 

Senator  Coats.  Navy-owned  land. 

Mr.  Gotbaum.  Right.  So  when  you  say  to  the  Navy,  "Okay,  are 
you  going  to  do  something  about  this,"  they  answer  yes. 
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Then  you  say  when,  and  they  say  2001.  And  in  2001  in  our  inter- 
nal documents  the  Navy  has  set  aside  $96  million  using  standard 
MILCON  techniques  to  raise  this  and  to  build  a  new  800  units. 

Senator  Coats.  Not  rehab,  they  would  tear  them  down  and 

Mr.  GoTBAUM.  Yes. 

Senator  Coats  [continuing].  Use  the  land  to — okay. 

Mr.  GoTBAUM.  Major  rehab.  If  I  missed 

Senator  Coats.  How  old  is  that  housing? 

Mr.  PiRlE.  Oh,  gosh,  that  is  World  War  II  housing.  World  War 
II  vintage,  Senator  Coats. 

Senator  Coats.  Okay. 

Mr.  Gotbaum.  And  the  reason  I  mention  it  is  because  it  is  one 
of  the  areas  that  the  Navy  has  hinted  that  if  they  have  some  flexi- 
bility they  might  do  it  a  little  sooner  than  2001. 

For  example,  we  could  see  instead  of  simply  sajnng,  okay,  ask  for 
$96  million  budget  authority  and  spend  $96  million  in  the  year 
2001  or  1996,  suppose  instead  the  Navy  announced  to  local  devel- 
opers that  it  would  contribute  the  land  and  would  guarantee  the 
mortgage  of  a  developer  who  razed  the  place  and  put  up  housing 
units  according  to  commercial  standards. 

In  that  case,  the  budget  authority  would  be  land,  which  when 
contributed  by  a  service  with  0MB  consent  has  no  budget  author- 
ity, and  a  backup  guarantee  which,  as  we  discussed  before,  has 
some  budget  scoring  but  is  not  dollar  for  dollar  up  front. 

So  what  we  might  be  able  to  do,  because  this  is  an  area  where 
land  is  valuable,  where  you  could  contribute  the  land  and  put  up 
a  residual  guarantee,  is  get  some  development  for  a  lot  less  than 
$96  million  in  budget  authority  and  a  lot  sooner.  In  that  case  what 
we  would  hope  to  get  is  modem,  freshly  built  and  renovated  family 
housing  in  a  place  that  the  Navy  sorely  needs  it. 

Mr.  PiRlE.  Or  perhaps  the  value  of  the  land  could  be  our  con- 
tribution to  a  limited  partnership  which  would  put  up  actual  hous- 
ing that  would  belong  to  the  developer  but  in  which  we  would  be 
a  limited  partner  and  which  as  part  of  the  deal  we  would  have  spe- 
cial access  for  our  military  families. 

Mr.  Gotbaum.  Same  thing,  better  housing. 

Senator  Coats.  You  want  flexibility  in  the  authority. 

Mr.  Gotbaum.  Yes,  sir. 

Senator  Coats.  So  that  you  can  adjust  what  you  do  to  the  mar- 
ket that  exists  in  that  area. 

Mr.  Gotbaum.  Absolutely.  Yes,  sir.  Because,  I  will  tell  you,  Sen- 
ator, what  we  discovered  as  we  went  back  and  looked  at  801  and 
802  and  said,  "What  went  wrong?";  tl^«  story  that  came  back  was: 
"Well,  we  thought  we  had  it  and  then  we  discovered  that  we  could 
only  do  a  guarantee  for  15  years,  and  the  developer  said  15  years 
is  not  commercial  and  they  went  away;"  or  "We  thought  we  had  it 
and  then  they  said  but  it  is  subject  to  annual  appropriation,  and 
the  developer  said  that  is  not  commercial  so  they  went  away;"  or 
"We  thought  we  had  it  if  we  contributed  land,  but  that  required 
special  legislation  and  it  took  an  extra  year  and  they  went  away." 

When  you  go  through  each  of  these  sob  stories  what  you  discover 
is  that  there  was  a  clear  need  for  housing,  there  was  clear  interest 
on  the  part  of  the  Department,  but  the  tools  were  so  narrowly 
drawn  they  were  inadequate. 
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We  are  really  asking  for  and  we  hope  the  Congress  will  grant  an 
ability  to  be  flexible  to  take  into  account  individual  concerns. 

Let  us  suppose  that  land  alone  does  not  do  it  and  a  backup  guar- 
antee does  not  do  it.  Then  what  we  are  asking  is  the  ability  for  the 
Navy  to  say,  "All  right.  I  will  put  in  land,  I  will  put  in  the  residual 
guarantee,  and  I  will  put  in  $100  a  month  per  unit  on  a  fixed  pay- 
ment— not  the  whole  cost.  In  other  words,  I  am  not  leasing  the 
whole  facility,  but  a  fixed  subsidy  payment — enough  to  make  up 
the  difference  between  allowances  and  what  the  market  would  re- 
quire." 

We  cannot  tell  you  today  what  combination  of  these  tools  works 
in  a  high-cost  place  like  San  Diego.  We  can  tell  you  that  the  tool 
we  have  now  will  not  solve  the  problem  until  2001. 

Senator  Coats.  You  want  assignment  authority.  Do  you  have  as- 
signment authority  now? 

Mr.  GoTBAUM.  We  do  not  have  authority  legally  to  assign  people 
to  housing  that  we  do  not  own.  So  one  of  the  things  we  have  asked 
for  in  the  legislation  is  the  ability  to  assign  people  to  this  hoijsing, 
because  we  may  not  own  this  housing.  This  housing  may  be  owned 
by  a  developer  on  our  land  or  owned  by  a  developer  not  on  our 
land. 

Senator  Coats.  Do  you  have  allotment  authority  now? 

Mr.  GoTBAUM.  I  think  we  have  had  allotment  authority  in  cer- 
tain circumstances.  We  asked  for  it  in  this  legislation  to  make  sure 
that  we  did  for  these  projects,  sir. 

Senator  Coats.  Has  any  of  this  become  public  knowledge  to  the 
uniformed  personnel?  Are  you  getting  any  feedback  or  response  rel- 
ative to  what  you  are  trying  to  do? 

Mr.  Gotbaum.  Yes.  I  am  going  to  refer  to  my  colleagues  in  the 
services  for  this  one. 

Mr.  Coleman.  The  response  in  the  Air  Force  that  I  received  from 
the  young  troops  is  that  anything  is  better  than  what  they  have  ex- 
perienced in  the  last  how  many  years  they  have  been  in  the  serv- 
ice. 

If  you  can  do  it  in — one  troop,  I  forgot  where  he  was,  said,  "If 
they  only  had  a  Motel  6  here."  He  said,  "If  I  could  only  go  to  a 
Days  Inn." 

We  still  have  gang  latrine  dorms  on  the  bases.  I  could  take  you 
2  miles  from  here.  Senator,  where  the  United  States  Air  Force 
Honor  Guard  lives  and  works  in  a  hovel.  This  is  the  Honor  Guard 
that  walks  the  tomb  of  the  unknown  soldier. 

We  have  troops  that  live  in  very  deplorable  conditions,  for  them 
anything  different  than  what  we  are  doing  has  got  to  be  better. 

Those  young  troops  are  incentivized  by  the  ability,  for  instance 
at  the  Honor  Guard,  to  be  a  member  of  the  Air  Force  Honor  Guard 
and  then  we  have  to  subject  them  to  go  back  to  their  un-air-condi- 
tioned,  tightly-cramped,  small  quarters  that  look  bad,  are  bad, 
smell  bad,  the  water  is  bad,  the  heat  is  bad,  everything  is  bad. 
They  have  been  doing  this  year  after  year  after  year,  and  finally 
we  iust  pushed  in  a  dorm  project. 

There  are  so  many  bases  like  that,  Senator,  that  we  could  take 
you  to.  Even  again.  Boiling  Air  Force  Base,  Blanchard  barracks, 
which  is  a  high-rise  barracks,  and  we  are  not  advocating  high-rise 
barracks  or  dorms,  the  gang  latrines,  the  smallness  of  the  rooms. 
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A  young  troop  today  is  a  volunteer.  To  tell  that  person,  "I  am 
going  to  give  you  90  square  feet.  In  90  square  feet  you  are  going 
to  live  with  somebody  else  and  you  are  going  to  share  a  bathroom 
with  three  other  people,"  is  not  the  right  incentive  that  we  want 
to  send  to  the  young  troop  that  we  are  trying  to  incentivize  and 
train  to  go  out  on  the  flight  line  and  maintain  a  $40  million  air- 
craft. 

Mr.  GoTBAUM.  I  would  say.  Senator,  just  so  you  know,  before  we 
laid  out  this  proposal  and  sent  it  to  the  Congress,  my  deputy  Bob 
Bayer,  as  head  of  installations  for  the  Department,  met  with, 
briefed  and  reviewed  it  with  the  senior  noncoms  from  all  of  the 
services.  And  to  a  man  the  answer  was:  great,  just  go  do  it. 

Mr.  PiRlE.  The  senior  petty  officers  and  noncoms  appreciate  this 
as  an  expression  of  our  commitment  to  improving  the  situation  and 
supporting  them.  But  their  enthusiasm  is  tempered  by  their  experi- 
ences of  the  past  when  many  of  these  things  have  not  panned  out 
as  well  as  they  might  have  hoped. 

Secretary  Gotbaum,  my  other  colleagues  at  the  table  here  and  I 
are  determined  to  stay  the  course  however  long  that  may  be. 

Mr.  Johnson.  Likewise.  Our  Sergeant  Major  of  the  Army  travels 
a  lot,  and  he  has  publicized  this  at  every  installation  he  goes  to. 
Everybody  is  really  enthusiastic  about  it.  One  question  the  soldiers 
ask  is,  "When  do  I  get  in  on  the  show?"  So  that  is  next. 

Senator  Coats.  You  know  I  am  enthusiastic  about  this,  but  one 
of  my  concerns  is  that  we  will  oversell  the  promise  and  under-de- 
liver  in  fulfillment. 

I  appreciate  the  need  for  a  pilot  program  because  clearly  we  have 
to  learn  to  crawl  before  we  can  walk  here  and  we  are  walking  into 
unchartered  territory.  I  just  hope  that  we  can  take  advantage  of 
the  expertise  that  exists  out  there  in  the  private  sector.  There  are 
people  that  know  how  to  get  this  stuff  done.  They  have  done  it  be- 
fore. They  are  creative,  they  are  innovative,  and  I  think  they  would 
see  this  as  something  hopefully  beyond  just  another  project,  as  an 
opportunity  for  them  to  participate,  to  make  a  contribution  to  the 
country  and  to  our  national  defense  and  take  some  pride  in  their 
involvement  in  this  and  how  quickly  we  can  move  on  it. 

I  would  urge  you  to  be  bold,  step  out  and  take  as  many  steps  as 
you  need  to  ensure  quick  answers  so  that  you  can  come  back  here 
in  a  relatively  short  period  of  time  with  a  proposal  saying:  we  have 
met  the  challenge,  here  is  the  solution,  let  us  go  for  it. 

Mr.  Coleman.  With  your  support  we  will.  Because  without  your 
support  we  are  not  walking  the  talk.  We  have  had  so  many  rhetori- 
cal exercises  in  this  building  and  the  one  across  the  river  about 
people  taking  care  of  people. 

I  was  in  Vietnam  for  10  years.  Senator,  and  we  talked  then 
about  taking  care  of  people  and  we  are  going  to  provide  nice  dorms 
and  military  family  housing. 

I  lived  in  military  family  housing.  It  was  bad  then.  In  fact,  the 
same  houses  are  there  today.  It  is  bad  now.  It  is  even  worse  now. 

So  as  you  implore  us  to  do  what  we  have  to  do,  we  commend 
your  support  and  ask  you  to  get  99  more  in  this  building  to  help 
us  out.  Then  we  will  be  able  to  walk  the  talk. 
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Senator  Coats.  Well,  I  can  only  speak  for  myself,  not  for  my  col- 
leagues. I  think,  though,  that  you  have  adequately  highlighted  the 
problem. 

And  second,  you  have  come  forward  with  an  innovative,  creative 
solution  at  a  time  when  we  can  all  recognize  the  problem  but  just 
simply  dismiss  it  as  sajnng,  "Well,  we  have  a  budget  and  we  just 
cannot  deal  with  that  from  a  budget  standpoint." 

You  have  given  us  a  path,  I  think,  to  achieve  this  without  break- 
ing the  bank.  So  I  would  urge  you  to  move  forward,  and  I  will  do 
everything  I  can  to  support  you. 

Mr.  Coleman.  Thank  you  very  much,  Senator. 

Senator  Coats.  We  appreciate  your  testimony.  Thank  you  very 
much.  We  look  forward  to  working  with  you  in  days  ahead. 

Mr.  GOTBAUM.  Thank  you,  sir. 

Senator  Coats.  With  that  this  hearing  is  adjourned. 

[Prepared  questions  submitted  to  Hon.  Joshua  Gotbaum,  by  Sen- 
ators Byrd,  Coats,  Glenn,  and  McCain  prior  to  the  hearing  with  an- 
swers supplied  follow:! 

Questions  and  Responses 

Senator  McCain.  Secretary  Perry  said  that  the  Department  of  Defense  will  in- 
crease the  funds  going  to  improve  or  replace  military  housing.  What  is  budgeted  for 
fiscal  year  1996  broken  out  by  service  and  bachelor  and  family  housing? 

Mr.  Gotbaum. 

[Dollars  in  thousands] 

Bachelor  Family 

Housing  Housing 

Army $296,400  $41,500 

Navy  39,000  392,000 

Air  Force  132,500  249,000 

Marine  Corps  33,000  73,000 

Senator  McCain.  During  the  Personnel  Subcommittee  overview  hearing.  Assistant 
Secretary  of  Defense  Pang  testified  that  80  percent  of  military  housing  was  sub- 
standard. What  are  the  criteria  used  to  determine  which  housing  is  substandard? 

Mr.  GrOTBAUM.  Housing  is  rated  unsuitable  if  it  requires  major  investment  to  cor- 
rect deteriorated  infrastructure,  provide  basic  living  standards,  and  meet  contem- 
porary code  standards  for  electrical  and  mechanical  systems  and  for  energy  effi- 
ciency. Approximately  two-thirds  of  DOD's  family  houses  are  unsuitable.  (In  family 
housmg  management,  the  term  "substandard"  technically  applies  to  those  units 
Congress  has  approved  for  the  services  to  operate  at  75  percent  forfeiture  of  Basic 
Allowance  for  Quarters,  approximately  1  percent  of  the  inventory.) 

Senator  McCain.  A  1993  Congressional  Budget  Office  Housing  study  concluded  it 
is  more  cost  effective  to  pay  the  individual  soloier  allowances  than  to  maintain  gov- 
ernment housing;  greater  use  of  private  sector  housing  offers  long-term  savings; 
and,  DOD  should  eliminate  old  excess  housing.  DOD  responded  to  the  CBO  study 
by  saying  that  it  will  eliminate  excess  housing  through  the  BRAC  process.  Using 
the  DOD  rationale,  one  assumes  that  there  is  no  excess  housing  at  installations  that 
are  not  part  of  the  BRAC  process.  How  does  the  Department  plan  to  eliminate  ex- 
cess housing  at  those  installations  that  are  not  subject  to  BRAC? 

Army 

Mr.  Gotbaum.  At  installations  which  have  excess  housing  (non-BRAC),  units 
which  are  uneconomical  to  retain  are  being  identified  and  programmed  for  divesti- 
ture. Methods  include:  (a)  Release  to  a  nongovernmental  agency  (McKinney  Act); 
however,  appropriated  funds  are  still  required  to  remove  any  hazardous  materials, 
i.e.,  asbestos,  lead  based  paint,  etc.,  (b)  Sell  and  remove,  (c)  Demolition  or,  (d)  Con- 
version to  another  use.  To  help  accelerate  the  program,  the  removal  (demolition)  of 
excess  family  housing  has  been  centrally  funded  at  HQDA.  In  fiscal  year  1995, 
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Army  funded  the  demolition  of  324  units.  The  most  successful  method  of  reducing 
the  inventory  at  installations  with  excess  housing  has  been  through  the  Whole 
Neighborhood  Revitalization  Program.  This  program  has  provided  the  opportunity 
to  demolish  some  of  our  worst,  highly  congested  housing  and  replace  with  modem 
housing  at  a  reduced  density.  This  phased  reduction  in  inventory  continues  until  all 
excess  housing  has  been  resolved.  This  program  has  a  high  success  rate  because  it 
minimized  impacts  caused  by  on-post  housing  reductions  and  allows  the  installation 
commanders  tne  ability  to  provide  quality  housing  while  reducing  the  inventory. 

Navy 

The  Navy  plans  to  eliminate  excess  housing  at  installations  not  subject  to  BRAC 
by  (1)  replacing  homes  that  have  outlived  their  useful  life  at  less  than  a  one-for- 
one  ratio,  (2)  thinning  out  homes  in  overly  dense  housing  areas  during  revitalization 
projects,  and  (3)  sale  or  disposal. 

Air  Force 

The  Air  Force  encourages  each  major  command  to  demolish  excess  units  through 
two  incentives.  (1)  They  do  not  provide  maintenance  funding  for  units  that  are  ex- 
cess. (2)  Demolition  money  is  provided  to  tear  down  excess  or  unusable  units. 

Excess  housing  is  identified  to  HUD  in  accordance  with  the  McKinney  Act  as  po- 
tential low  cost  housing.  The  housing  may  also  be  offered  to  other  services  or  agen- 
cies for  use  if  no  requirement  exists  and  the  housing  is  severable  from  the  base  or 
located  in  a  separate  area  off-base.  The  units  may  be  demolished  when  uneco- 
nomical to  continue  to  operate. 

Senator  McCain.  What  is  the  current  on-post  housing  shortfall  for  each  of  the 
services  assuming  that  the  DOD  goal  is  to  house  two-thirds  of  the  military  families 
in  the  civilian  communities? 

Mr.  GOTBAUM.  The  DOD  goal  is  to  rely  on  the  private  sector  where  appropriate 
and  as  much  as  possible.  Today,  approximately  two-thirds  do  live  off  base.  The  serv- 
ice shortfalls  are  listed  below.  They  are  based  on  analyses  of  local  supply  and  de- 
mand. 

Army  5,800 

Navy  14,700 

Air  Force  27,000 

Marine  Corps 7,700 

Senator  McCain.  The  Department  of  Defense  attempts  to  offset  regional  dif- 
ferences in  the  price  of  housing  by  paying  the  variable  housing  allowance  (VHA). 
Does  this  allowance  encourage  the  use  of  private  sector  housing? 

Mr.  "GoTBAUM.  Yes.  If  acceptable  private  sector  housing  is  available  and  afford- 
able, some  members  decide  to  use  it,  and  the  allowance  encourages  them  to  do  so. 
In  certain  high  cost  areas,  however,  these  military  housing  allowances  are  insuffi- 
cient. 

Senator  McCain.  Does  the  VHA  fully  compensate  an  individual  who  lives  in  a 
high  housing  cost  area? 

Mr.  GoTBAUM.  No.  Departmental  policy  has  been  to  cover  85  percent  of  actual 
housing  costs,  through  the  combination  of  BAQ  +  VHA.  The  difference  is  called  "ab- 
sorption rate" — which  currently  runs  from  20-22  percent.  Currently,  the  average 
coverage  is  about  83  percent.  VHA  is  based  upon  local  surveys,  but  within  an  area 
there  will  be  families  who  pay  higher  and  lower  than  the  average. 

Senator  McCain.  If  not,  what  is  the  average  out  of  pocket  expense  for  a  married 
service  member  living  in  private  sector  housing? 

Mr.  GOTBAUM.  Approximately  $167  per  month. 

Senator  McCain.  Has  the  Department  of  Defense  conducted  studies  of  other  na- 
tion's military  housing  policies?  If  so,  what  nation  provides  the  best  facilities  for 
their  married  personnel?  How  does  it  compare  to  the  United  States?  What  are  the 
inhibitors  for  tne  U.S.  adopting  a  similar  program? 

Mr.  GOTBAUM.  The  Department  of  Defense  has  not  conducted  an  in-depth  study 
of  other  nations'  housing  policies.  The  Army  has  looked  at  the  Australian  Defense 
Housing  Authority  and  has  sent  three  people  to  Australia  on  6  month  work  ex- 
changes. 

Senator  McCain.  How  does  living  in  government  quarters  contribute  to  the  readi- 
ness of  the  force? 

Mr.  GOTBAUM.  Each  service  has  a  slightly  different  perspective  on  this  issue,  de- 
pending upon  its  mission  and  the  setting  of  its  installations. 


531 

Army 

Studies  have  shown  that  quality  housing  helps  recruit  and  retain  high  cruality  sol- 
diers. The  number  one  concern  of  families  is  safety  and  security  provided  by  on-post 
quarters.  Families  prefer  to  reside  on  the  military  installation  because  of  security 
concerns,  closeness  to  family  support  and  logistical  support  facilities,  and  the  sense 
of  community  the  military  on-post  environment  provides. 

Navy /Marine  Corps 

The  Department  of  the  Navy  remains  acutely  aware  that  quality  of  life  is  critical 
to  the  readiness  and  well-being  of  our  forces.  A  career  in  the  Navy  or  Marine  Corps 
is  an  arduous  one,  punctuated  by  long  deployments  away  from  family.  It  is  impera- 
tive that  we  provide  a  safe  and  suitable  home  environment  for  the  spouse  and  chil- 
dren while  the  member  is  at  sea  or  otherwise  deployed,  and  a  decent,  comfortable 
home  to  which  the  member  can  return. 

The  Marine  Corps  recently  concluded  an  extensive  Quality  of  Life  study,  "Quality 
of  Life  in  the  U.S.  Marine  Corps."  The  study  concluded  that  Marines'  perceptions 
of  their  quality  of  life  have  behavioral  consequences  that  affect  the  Marine  Corps' 
ability  to  perform  its  mission.  The  study  showed  housing  made  a  statistically  signifi- 
cant contribution  to  the  perception  of  quality  of  life.  Approximately  25  percent  of 
the  respondents  said  that  housing  affects  their  reenlistment  decision  "a  great  deal" 
or  "quite  a  lot." 

Air  Force 

The  Air  Force  sees  good  facilities,  especially  family  housing,  as  force  multipliers. 
Modem,  well  maintained  facilities  enable  and  motivate  forces  which  improves  readi- 
ness and  productivity.  Approximately  one-third  of  Air  Force  members  live  in  mili- 
tary family  housing  or  in  dormitories.  They  do  so  because  when  the  service  members 
are  deployed,  they  know  their  families  are  in  safe  neighborhoods  with  easy  access 
to  a  host  of  support  structures.  They  do  so  for  purposes  of  readiness  because  it  re- 
duces driving  time  to  work.  They  do  so  for  easy  access  to  hospitals,  commissaries, 
family  support  services,  gyms,  schools,  churches  and  child  care.  They  do  so  because 
families  who  live  on  military  installations  may  get  along  with  fewer  vehicles.  And 
they  do  so  because  it  is  more  affordable. 

&nator  McCain.  Does  it  make  a  difference  if  these  quarters  are  not  located  on 
the  military  installation,  but  within  a  reasonable  commuting  distance? 

Army 

Mr.  GOTBAUM.  Many  families  prefer  to  live  in  community  housing  that  they  pur- 
chase or  rent  where  the  housing  is  affordable  and  within  a  reasonable  commuting 
distance.  Readiness  is  not  affected  in  this  case.  Housing  problems  caused  by  safety, 
security,  busy  or  lengthy  commutes,  and  high  cost  to  affect  readiness. 

Navy /Marine  Corps 

The  Department  relies  on  the  private  sector  as  the  primary  source  of  family  hous- 
ing. Families  are  considered  suitably  housed  in  the  private  sector,  provided  the 
housing  is:  within  a  reasonable  commuting  distance;  affordable;  in  acceptable  condi- 
tion; and  is  in  a  safe,  decent  environment.  There  are  some  perceived  advantages  to 
living  on-base.  These  include  the  camaraderie  and  support  network,  reduced  ex- 
penses, as  well  as  proximity  to  medical  facilities,  post  exchange,  support  facilities, 
etc. 

Air  Force 

From  an  accommodation  standpoint,  there  is  no  difference  if  the  off-base  facilities 
are  adequate.  From  a  quality  of  life  standpoint,  location  can  make  a  difference  if 

auarters  are  far  from  the  support  community/Base  Exchange,  Commissary,  Child 
levelopment  Center,  etc. 

Senator  McCain.  The  fiscal  year  1996  budget  request  includes  $22  million  for 
"private  sector  housing  ventures."  What  is  the  current  drafting  status  of  this  legisla- 
tive proposal? 

Mr.  GOTBAUM.  A  team  of  housing  and  procurement  experts  has  been  working  to 
develop  new  approaches  for  Defense  to  solve  housing  shortages  and  inadequacies. 
They  are  in  the  final  stages  and  I  expect  to  have  a  finished  product  for  you  by  the 
May  9  hearing. 
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Senator  McCain.  Do  you  anticipate  the  final  proposal  to  be  a  modified/expanded 
version  of  the  Navy  Housing  Investment  initiative  the  committee  supported  last 
year? 

Mr.  GOTBAUM.  I  anticipate  the  final  product  will  include  several  authorities,  in- 
cluding a  modified/expanded  version.  One  of  these  authorities  will  be  the  Navy 
Housing  Investment  initiative. 

Senator  McCain.  How  will  this  new  proposal  differ  from  other  housing  initiatives 
(sections  801  and  802)  the  Department  has  explored  in  the  past? 

Mr.  GoTBAUM.  In  many  respects.  In  our  review  of  the  prior  use  of  these  authori- 
ties, we  found  that  they  were  less  successful  than  hoped  for  in  part  because  (a)  they 
could  not  be  used  in  combination,  (b)  the  authorities  contained  limitations  that  were 
inconsistent  with  private  sector  practices  and  requirements  (c)  in  some  cases,  they 
failed  to  recognize  that,  because  on-base  housing  is  fully-subsidized,  private  replace- 
ments might  require  subsidies  as  well.  The  new  proposal  is  to  modify  existing  au- 
thorities to  correct  these  shortcomings,  and  thereby  permit  a  real  test  of  private  sec- 
tor capabilities. 

Senator  McCain.  What  type  of  financial  relief  would  a  private  sector  venture  pro- 
vide to  DOD  and  the  military  services? 

Mr.  Gotbaum.  The  goal  of  our  family  housing  program  is  to  provide  suitable  hous- 
ing for  our  military  members.  We  hope,  by  employing  private  sector  experience  and 
standards  in  design  and  construction,  to  build  faster  and/or  for  less.  By  employing 
private  sector  capital,  we  expect  to  use  the  near-term  requirement  for  government 
outlays,  spreading  payments  over  a  longer,  more  affordable  term. 

Senator  McCain.  TTie  military  services  have  struggled  over  the  past  several  years 
to  provide,  operate,  and  maintain  military  family  housing  units  that  are  up  to  De- 
partment standards.  This  has  resulted  in  a  growing  backlog  of  modernization,  main- 
tenance, and  repair  requirements  and  a  degradation  in  the  quality  of  life  for  mili- 
tary families.  Secretary  Perry  has  announced  a  plan  to  invest  $4  billion  for  new  con- 
struction and  $2  billion  for  renovation  of  bachelor  quarters  and  military  family 
housing  units  over  the  next  6  years.  How  are  the  funds  to  be  allocated  across  the 
services?  Has  OSD  directed  the  services  to  use  specific  portions  of  these  funds  for 
new  construction,  replacement  construction,  and  renovations  for  family  housing  and 
bachelor  quarters,  or  will  these  decisions  be  left  up  to  each  service? 

Mr.  Gotbaum.  The  services'  currently  programmed  funding  levels  for  the  con- 
struction and  renovation  of  family  housing  and  barracks  over  fiscal  year  1996 
through  fiscal  year  2001  are  as  follows: 

FAMILY  HOUSING 

[Dollars  in  Billions] 


1996-; 


year 
2001 


Service: 

Army  1.2 

Navy  1.9 

Marine  Corps  .4 

Air  Force 1.6 


Total  5.1 

BARRACKS 

[Dollars  in  Billions] 

Fiscal  year 
1996-2001 

Service: 

Army  1.5 

Navy  .4 

Marine  Corps  .2 
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BARRACKS— Continued 

[Dollars  in  Billions] 


Fiscal  year 
1996-2001 

Air  Force  

.5 

Total  

9.R 

You  will  note  that  the  total  for  construction  and  renovation  of  family  housing  and 
barracks  is  $1.7  billion  higher  than  the  amount  included  in  Secretary  Perry's  press 
release.  This  is  primarily  attributable  to  the  inadvertent  exclusion  of  the  Navy's 
family  housing  renovation  program  from  the  press  release  data. 

In  resDonse  to  your  second  question,  these  funding  levels  reflect  the  priorities 
identifiea  by  the  services.  The  projects  and  funding  levels  recmested  by  the  services 
during  the  DOD  budget  review  were  approved  as  submitted.  When  Secretary  Perry 
addea  funding  as  part  of  his  quality  of  life  initiative,  the  additional  funds  were  pro- 
vided for  the  areas  identified  by  the  services  as  having  the  most  need. 

Senator  McCaIN.  In  your  opinion,  what  three  installations,  nation-wide,  have  the 
greatest  shortfall  of  anordable  and  available  family  housing  units  on-base  and  in 
the  local  community? 

Mr.  GOTBAUM.  Army— Fort  Hood,  TX;  Fort  Carson,  CO;  Oahu,  HI.  Navy— San 
Diego,  CA;  Lemoore,  CA;  Mayport,  FL.  Air  Force — Boiling  AFB,  DC;  Elmendorf 
AFB,  AK;  Keesler  AFB,  MS.  Marine  Corps— MCB  Camp  Pendleton,  CA;  MCAGCC 
Twentynine  Palms,  CA;  MCAS  Beaufort,  SC. 

Senator  McCain.  In  your  opinion,  what  three  installations,  nation-wide,  have  the 
most  severe  family  housing  problems  in  terms  of  unfunded  maintenance  and  repair 
requirements? 

Mr.  GoTBAUM.  Army— Fort  Hood,  TX;  Fort  Bragg,  NC;  Fort  Campbell,  KY. 
Navy — Oahu,  HI;  San  Diego,  CA;  Norfolk,  VA.  Air  Force — Overseas.  Marine  Corps — 
MCAS  Cherry  Point,  NC;  MCB  Camp  Pendleton,  CA;  MCLB  Albany,  GA. 

Senator  McCain.  During  recent  congressional  hearings,  there  have  been  many 
references  made  to  the  amount  of  substandard  family  housing  units  and  bachelor 
quarters  in  the  Department's  inventory  with  percentages  ranging  from  66-80  per- 
cent. What  is  your  assessment  of  the  situation  as  a  whole  and  that  of  each  of  the 
services?  What  is  considered  to  be  the  most  common  reason  for  a  unit  being  cat- 
egorized as  substandard? 

Mr.  GOTBAUM.  Standards  differ  between  family  and  barracks  housing  and  among 
the  services.  In  some  cases,  unsuitability  means  generally  poor  condition,  lack  of  pri- 
vacy, and/or  common  (gang)  latrines.  In  both  cases,  the  shortage  or  lack  of  adjacent 
recreation  areas  is  also  a  problem.  In  some  cases,  unsuitability  means  too  small,  in- 
sufficient amenities  or  structural  unsoundness  and  dilapidation. 

SUBSTANDARD  AND  UNSUITABLE  UNITS 

[As  percent  of  inventory] 


Army 

Navy  

Air  Force  

Marine  Corps  

Total  64  62 

Army  Family  Housing 

It  is  the  Army's  intention  to  repair,  improve  or  replace  (as  required)  108,0(K)  units 
based  on  current  family  housing  requirements.  However,  requirements  are  validated 
prior  to  initiating  any  project,  with  the  inventory  reduced  as  appropriate. 

"Substandard  has  a  technical  meaning  when  used  with  family  housing.  But  to 
answer  the  spirit  of  the  question,  unsuitable  housing  requires  major  repair  to  en- 
sure habitability,  does  not  comply  with  current  building  codes,  or  is  inadequate  in 


Family 

Bachelor 

Housing 

Housing 

82 

86 

57 

33 

54 

28 

34 

11 
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Army  Barracks 

The  total  number  of  barracks  spaces  reported  in  the  inventory  at  the  end  of  flscal 
year  1993  was  533,776  (459,548  +  74,228  trainee  barracks).  Barracks  spaces  will  de- 
crease due  to  realignment,  downsizing,  and  demolition  until  the  Army  reaches  the 
worldwide  strength  requirement  of  187,000  spaces.  In  CONXJS  and  Korea,  approxi- 
mately 86,000  spaces  remain  to  be  renovated  or  replaced.  USAREUR  barracks 
spaces  requiring  renovation/replacement  will  be  accomplished  using  residual  value 
Payment-in-Kind  (PIK). 

The  most  common  reason  for  a  unit  (space)  being  categorized  as  substandard  is 
gang  latrines  and  over  crowding. 

Navy  Family  Housing 

The  Navy  considers  a  family  housing  unit  unsuitable  if  it  requires  revitalization 
of  over  $15,000  per  unit.  The  Navy's  revitalization  backlog,  which  includes  homes 
identified  for  replacement  or  require  major  improvements,  renovation,  and  disposal, 
is  estimated  at  $2.6  billion.  About  42,000,  or  57  percent,  of  the  Navy's  74,151  gov- 
ernment homes  are  considered  unsuitable.  For  the  Marine  Corps,  34  percent  of  their 
government  homes  are  considered  unsuitable. 

The  most  common  reason  homes  are  being  categorized  as  unsuitable  or  sub- 
standard is  that  they  are  severely  deteriorated  or  require  major  improvements  or 
repairs  to  bring  them  up  to  standards. 

Navy  / Marine  Corps  Barracks 

Approximately  one  third  of  the  NavVs  bachelor  Quarters  are  substandard  or  inad- 
equate (excluding  those  quarters  at  BKAC  closure  locations).  For  the  Marine  Corps, 
approximately  11  percent  of  the  total  barracks  space  is  considered  substandard  or 
inadequate. 

There  is  no  single  factor  identified  as  the  reason  these  facilities  are  considered 
substandard  as  the  classification  is  based  on  the  structural/material  condition  of  the 
facility.  The  Navy  conducts  annual  inspections  to  determine  the  condition  of  the  fa- 
cilities. Any  structure  material  deficiency  (e.g.,  failing  plumbing,  leaking  roof,  dete- 
riorated wiring,  etc.)  discovered  during  these  inspections  will  cause  the  building  to 
be  classified  as  substandard  or  inadequate.  An  engineering  evaluation  is  performed 
to  determine  if  the  deficiencies  can  be  corrected  economically,  in  which  case  it  will 
be  classified  substandard.  If  not,  the  building  is  classified  inadequate  and  becomes 
a  candidate  for  replacement. 

Air  Force  Family  Housing 

Approximately  60,000  family  housing  units  or  54  percent  of  the  Air  Force  inven- 
tory do  not  meet  Air  Force  whole-house  and  whole-neighborhood  standards.  The 
vast  majority  of  these  units  were  constructed  prior  to  1965  and  have  not  been  ren- 
ovated. Additionally,  the  units  are:  costly  to  maintain,  energy  inefficient,  and  inad- 
equate in  size.  The  Air  F'orce  validated  the  requirement  to  retain  these  units  and 
conducts  an  economic  analysis  to  determine  the  most  cost  effective  approach  to  re- 
habilitate each  unit.  About  60  percent  of  the  units  are  more  economical  to  raze  and 
build  new  rather  than  renovate  the  existing  structure. 

Air  Force  Dormitories 

Approximately  72  percent  of  Air  Force  dormitories  have  shared  baths  and  meet 
the  minimum  assignment  standard  of  have  90  net  square  feet  p)er  person.  The  re- 
maining 28  percent,  approximately  27,700  spaces,  either  do  not  meet  the  90  net 
square  leet  per  person  requirement  and/or  have  central  gang-latrines.  The  Air  Force 
also  performs  an  economic  analysis  for  all  dormitory  construction  projects  over  $2 
million.  The  various  options  are  evaluated  including  continuing  the  status  quo,  ren- 
ovation, build  new,  or  increased  BAQA^A  (off-base  housing).  Air  Force  policy  is  to 
select  the  lowest  cost  option  which  is  feasible  based  on  the  net  present  value  over 
the  life  of  the  facility.  Exceptions  must  be  justified. 

Senator  McCain.  Over  the  past  several  years,  the  military  services  have  struggled 
to  fund  all  family  housing  maintenance  and  repair  requirements,  and  as  a  result 
have  continued  to  defer  the  requirements  year  after  year.  Has  OSD  been  looking 
into  innovative  ways  or  approaches  to  addressing  these  backlogs? 

Mr.  GOTBAUM.  One  general  way  to  reduce  these  backlogs  is  to  shift  ownership  to 
the  private  sector  where  asset  protection  may  be  a  stronger  motivation  to  invest  in 
repair.  Whole  house/neighborhood  renovations,  whether  by  the  government  or  pri- 


535 

vate  sector,  effectively  reduce  maintenance  requirements  as  well  as  energy  conserva- 
tion. 

Army 

There  are  several  programs  in  effect  now  or  under  consideration  to  deal  with  the 
backlog  of  maintenance  and  repair.  First,  the  Secretary  of  Defense  Quality  of  Life 
Program  has  placed  additional  funding  in  the  M&R  accounts  in  fiscal  years  1996- 
1997.  Second,  the  Whole  Neighborhood  Revitalization  Program  not  only  upgrades 
quarters  to  current  standards,  but  eliminates  all  backloggea  M&R  on  the  units  revi- 
talized. Third,  private  venture  initiatives  are  being  studied  which  would  produce  a 
well  maintained  dwelling  unit  at  no  additional  cost  to  the  service  memoer.  Last, 
minor  maintenance  and  repair  tasks  including  some  minor  improvements  are  being 
accomplished  under  the  self-help  program.  Residents  are  provided  materials  and  in- 
structions to  perform  the  work  themselves.  This  is  a  very  cost  effective  method  to 
accomplish  this  essential  work  and  allows  available  funding  to  be  used  for  major 
projects. 

Navy 

Last  fall.  Secretary  Perry,  as  part  of  his  QOL  initiative,  established  a  Task  Force 
to  conduct  a  review  and  provide  recommendations  on  how  to  improve  the  quality 
of  life  of  military  personnel  and  their  families.  The  Task  Force  is  looking  into  hous- 
ing issues  that  impact  the  readiness  and  retention  of  military  personnel  and  their 
families.  OSD  is  proposing  a  comprehensive  legislative  package  that  will  offer  the 
services  and  base  commanders  a  wide  array  of  solutions  to  address  these  problems. 
These  solutions  will  focus  on  maximizing  use  of  private  sector  capital  and  expertise. 
Additionally,  the  fiscal  year  1996  DOD  Authorization  legislation  submitted  to  Con- 
gress includes  a  "Sell  and  Replace"  provision  that  would  authorize  the  services  to 
sell  family  housing  at  non-base  closure  locations  that  has  deteriorated  beyond  eco- 
nomical repair  or  is  no  longer  required.  The  services  would  then  use  the  proceeds 
to  replace  or  revitalize  housing  at  the  same  installation  or  another  installation  with 
a  continuing  requirement.  Allowing  the  services  to  sell  and  reinvest  the  proceeds 
will  accelerate  the  revitalization  of  family  housing. 

Senator  McCain.  Other  than  construction  and  repairs,  what  has  the  Department 
done  to  improve  its  military  family  housing  programs?  What  has  not  been  done  that 
merits  review  and  possible  action? 

Army 

Mr.  GOTBAUM.  The  Army  is  working  to  improve  services  by  assisting  the  soldier 
to  find  quality  housing  in  the  private  as  well  as  government  sector  through  the 
Community  Homefinding,  Relocation  and  Referral  Services  (CHRRS),  the  Volunteer 
Realtor  Program,  Rental  Set-Asides,  and  Utility/Security  Deposit  Waiver  Programs. 

Additionally  the  Army  is  pursuing  a  three  pronged  strategy  to  provide  quality 
family  housing  and  barracks  into  the  21st  Century.  The  three  are: 

—  Plus  up  existing  funding  levels. 

—  Divest  unneeded/uneconomical  housing. 

—  Develop  innovative  business  operations  and/or  joint  capital  venture  initiatives. 
This  third  "prong"  includes  exploring  the  possibilities  of  working  with  the  private 
sector  to  develop  joint  projects  which  may  merit  review  and  further  action. 

Nauy 

The  Navy,  through  its  Neighborhoods  of  Excellence  (NOE)  program,  has  taken  a 
new  approach  to  meeting  the  needs  of  customers  through  quality  services  and  prod- 
ucts. Among  the  features  of  the  NOE  are: 

—  Comprehensive  information  and  referral  services  to  complement  a  moderate 
acquisition  program,  appropriate  for  a  reduced  force  structure; 

—  Courteous,  well-trained  housing  staffs  to  aggressively  identify  and  assist  fami- 
lies in  finding  suitable  housing  in  the  private  sector; 

—  Revitalized  neighborhoods  that  blend  aesthetic  design,  functionality,  environ- 
mental compatibility  and  reasonable  economy  in  construction  and  maintainability; 

—  Maintenance  done  right  the  first  time  and  at  a  time  convenient  for  the  cus- 
tomer; 

—  Self  help  materials  and  training  provided  at  a  time  and  place  convenient  for 
the  customer; 

—  Upgraded  appliances  with  higher  Quality  and  better  energy  efficiency; 

—  Provision  of  window  coverings  to  lessen  move-in  expenses  for  occupants;  and 
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—  Loaner  and  full  tour  furnishings  provided  to  families  overseas. 

The  DOD  Quality  of  Life  (QOL)  Task  Force  is  conducting  a  study  of  military  fam- 
ily housing  programs  with  the  objective  of  identifying  ways  of  improving  housing, 
especially  nigh  leverage  tools  that  would  encompass  private  sector  capital.  The  Task 
Force  has  also  been  chartered  to  explore  setting  DOD-wide  standards  for  QOL  com- 
ponents such  as  housing.  We  are  participating  in  this  eflbrt. 

Marine  Corps 

The  Marine  Corps  utilizes  a  number  of  alternatives  to  improve  family  housing. 
These  include  housing  referral,  domestic  leasing,  rental  guarantees.  Section  801 
leasing,  and  set-aside  programs. 

Air  Force 

The  Air  Force  has  begun  providing  more  training  for  housing  staff  below  manage- 
ment level.  It  saw  a  critical  need  to  train  those  wno  actually  service  the  customer, 
beyond  "normal  on-the-job  training."  They  have  provided  new  personal  computers 
and  are  developing  software  which  will  improve  aay  to  day  management  and  oper- 
ations, and  enhance  service. 

Senator  McCain.  What  is  the  Department's  view  on  giving  junior  enlisted  families 
priority  over  higher  ranking  members  in  attaining  on-base  military  family  housing? 

Mr.  GOTBAUM.  Before  1984,  grades  E1-E3  were  ineligible  for  military  family  hous- 
ing. In  1984,  the  Department  authorized  the  services  to  "include  E3's  and  below  in 
future  requirements  for  .  .  .  construction,"  and  in  1988,  the  Department  abolished 
all  of  its  restrictions  on  junior  enlisted  access  to  family  housing.  Houses  are  gen- 
erally built  and  designated  for  specific  grade  ranges,  but  we  reallocate  houses  to  re- 
solve imbalances  of  need.  Most  new  housing  stock  in  recent  years  has  focused  on 
the  needs  of  junior  enlisted  personnel  who  can  least  afford  to  rent  off  base. 

There  is  a  growing  awareness  among  some  of  the  services  that  the  financial  plight 
and  family  needs  of  junior  enlisted  personnel  might  favor  giving  them  priority  for 
our  base  housing. 

Senator  McCaIN.  How  seriously  is  the  Department  looking  into  contracting  out  all 
family  housing  maintenance  and  repair  work?  Can  you  provide  a  cost/benefit  analy- 
sis of  such  an  initiative? 

Mr.  GOTBAUM.  This  has  been  done  by  various  services  to  meet  specific  installation 
needs,  but  is  not  a  matter  of  uniform  Department  policy. 

Many  base  activities  are  already  performed  by  private  companies.  Part  of  the  rea- 
son that  the  Department  docs  not  do  more  is  that  the  analysis  and  documentation 
required  is  extensive.  Given  limited  and  declining  manpower,  many  base  command- 
ers simply  lack  the  time  and  resources  to  "prove  in  advance"  that  they  will  achieve 
the  necessary  savings. 

Army 

Currently  nearly  all  major  repair  projects  and  the  majority  of  routine  work  is  per- 
formed by  contract  and  conducting  a  cost/benefit  analysis  for  such  an  initiative 
would  be  nonproductive.  Whether  or  not  to  contract  out  family  housing  maintenance 
and  repair  (M&R)  work  is  decided  at  the  installation  level.  Several  factors  over  the 
years  have  brought  family  housing  to  the  point  where  most  M&R  woric  is  currently 
contracted  out.  The  primary  factor  was  the  Commercial  Activities  Program  (0MB 
Circular  A-76)  which  contracted  out  many  maintenance  activities  based  on  a  cost 
comparison. 

Navy 

In  accordance  with  0MB  Circular  A-76,  the  Navy  has  over  the  years  investigated 
the  most  cost  effective  methods  of  performing  maintenance  of  family  housing.  The 
overwhelming  majority  of  homes  are  currently  maintained  through  maintenance/ 
service  contracts. 

Air  Force 

The  Air  Force  has  seriously  looked  at  every  base  to  contract  out  Family  Housing 
Maintenance  and  Repair.  Each  base  must  do  an  A-76  Cost  Comparison  study  to  de- 
termine whether  a  contract  is  more  cost  effective  than  the  in-house  forces.  In  a  vast 
majority  of  the  cases,  the  maintenance  has  gone  to  contract. 

Senator  McCain.  In  your  opinion,  what  three  installations,  nation-wide,  have  the 
greatest  shortfall  of  bachelor  quarters  spaces? 
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Army 

Mr.  GOTBAUM.  Based  on  the  end  of  the  POM  year  (2001)  forecast  the  following 
installations  will  have  the  greatest  shortfall:  Fort  Bragg,  NC;  Fort  Sam  Houston, 
TX;  Fort  Stewart,  GA. 

Nauy  /Marine  Corps 

The  Navy's  largest  enlisted  bachelor  housing  deficits  are  at  Naval  Station,  Nor- 
folk, VA;  Naval  Shipyard,  Bremerton,  WA;  and  Fleet  Activity,  Yokosuka,  Japan.  Not 
including  squad  bays,  the  Marine  Corps'  largest  deficits  exist  at  MCB  Camp  Pendle- 
ton, CA;  MCB  Camp  Lejeune,  NC;  and  MCAS  Beaufort,  SC. 

Air  Force 

The  Air  Force  does  not  centrally  manage  dormitory  shortfalls  or  construction. 
Each  major  conmiander  evaluates  his  total  facility  requirement  and  dormitories 
compete  for  resources  along  with  all  other  facility  needs.  The  Air  Force  asked  the 
major  commands  to  identify  their  CONUS  bases  which  require  the  greatest 
MILCON  investment  to  eliminate  their  dormitory  shortfall.  The  respective  com- 
mands identified  Pope  AFB,  NC;  Travis  AFB,  CA;  McClellan  AFB,  CA;  Keesler  AFB, 
MS  and  Peterson  Air  Force  Bases,  CO  as  the  installations  with  the  most  pressing 
dormitory  shortfalls. 

Senator  McCain.  In  your  opinion,  what  three  installations,  nation-wide,  have  the 
most  severe  problems  in  terms  of  unfunded  modernization,  maintenance  and  repair 
requirements  for  existing  bachelor  quarters  spaces? 

Mr.  GoTBAUM.  Army— Forts  Benning,  GA;  Polk,  LA;  and  Fort  Knox,  KY.  Navy— 
NAS/NTTC  Pensacola,  FL;  NS  Pearl  Harbor,  HI;  and  NAS/NS  Norfolk,  VA.  Air 
Force— Pope  AFB,  NC;  Travis  AFB,  CA;  McClellan  AFB,  CA;  Keesler  AFB,  MS;  and 
Peterson  Air  Force  Bases,  CO.  Marine  Corps — MCB  Camp  Lejeune,  NC;  MCB  Camp 
Pendleton,  CA;  and  MCAGCC  Twentynine  Palms,  CA. 

Senator  McCain.  Over  the  past  several  months,  there  have  been  many  references 
made  to  the  age  of  existing  bachelor  quarters  with  many  quarters  over  40  years  old. 
The  military  services  are  focusing  on  modernizing  or  replacing  these  aging  struc- 
tures, but  what  about  the  furnishings?  Do  you  believe  the  military  services  are  ade- 
quately funding  these  requirements? 

Mr.  GOTBAUM.  The  replacement  of  worn  out  furnishings  has  often  been  done  in 
lieu  of  more  expensive  building  renovations.  Ideally,  the  two  are  coordinated.  Fur- 
nishings that  are  not  part  of  a  Military  Construction  project  are  funded  with  Oper- 
ations and  Maintenance  dollars.  Most  renovation  and  construction  projects  do  con- 
tain new  furnishings,  but  they  must  be  replaced  more  often. 

Army 

The  Army  is  adequately  funding  furnishing  for  barracks  that  are  modernized  or 
replaced.  The  furnishings  requirement  is  identified  as  barracks  projects  are  devel- 
oped. Funding  is  held  at  Department  of  Army  for  central  procurement  of  furnishings 
to  coincide  with  the  completion  of  barracks  projects. 

Navy 

The  Navy  has  developed  a  "Whole  Room  Replacement"  approach  to  replacing  the 
furniture  and  furnishings  in  bachelor  quarters.  The  Navy  has  woriied  with  industry 
to  develop  51  different  room  options  using  GSA  approved  products.  In  addition,  a 
"Whole  room  showcase"  was  installed  at  Naval  Air  Facility,  Washington  (located  at 
Andrews  AFB)  to  make  all  51  room  options  available  for  review.  The  Navy  has 
adopted  the  industry  standard  of  a  7-year  replacement  cycle  for  bachelor  housing 
furniture.  However,  the  Navy  funding  level  for  this  furniture  is  at  a  13-year  replace- 
ment cycle,  with  a  $150  million  shortfall  over  the  FYDP. 

Marine  Corps 

The  Marine  Corps  is  not  able  to  adequately  fund  the  replacement  furnishings  that 
have  surpassed  their  usefulness.  Their  current  funding  level  reflects  a  12.6-year  re- 
placement cycle.  This  is  an  improvement  from  past  year  funding  which  provided  for 
a  25-year  replacement  cycle.  An  additional  $10.2  million  per  year  would  improve  the 
furnishings  in  their  bachelor  enlisted  quarters  and  would  reduce  the  replacement 
cycle  to  7  years. 
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Air  Force 

In  the  Air  Force,  furnishings  are  a  command  O&M  requirement,  and  major  com- 
mands manage  furnishings  requirements  within  their  command  program.  Dormitory 
and  lodging  uimishings  are  a  high  wear  item  and  should  be  replaced  every  10—15 
years.  Most  furnishings  are  not  replaced  as  often  as  needed.  Furnishings  reauired 
in  support  of  newly  constructed  and  renovated  dormitories  are  normally  fanded  with 
the  construction.  Federal  Acquisition  Regulations  prevent  the  Air  Force  from  pur- 
chasing quality  quarters  furnishings  which  are  attractive  and  durable,  through  poli- 
cies whi«i  require  DOD  to  use  Federal  Prison  Industries  (FPI)  quarters  furnishings 
as  the  primary  source  of  supply. 

Senator  McCain.  Other  than  construction  and  repairs,  what  has  the  Department 
done  to  improve  bachelor  living  conditions? 

Army 

Mr.  GOTBAUM.  In  addition  to  construction  and  repair  projects,  many  installations 
have  initiated  self-help  and  U-DO-IT  projects  to  improve  the  quality  of  life  in  bar- 
racks. Some  projects  do  not  involve  large  amounts  of  funding  but  combine  good 
ideas  with  soldier  skills  and  work  to  produce  greatly  improved  barracks  living. 

Navy 

In  addition  to  facility  improvements,  the  Navy  is  working  on  the  following: 

—  Providing  telephone  service  for  all  permanent  party  residents.  (The  Navy  will 
provide  the  lines  and  switches.  The  residents  will  pay  for  the  service.) 

—  Providing  furniture  replacement  based  on  the  "Whole  Room  Furniture  Cata- 
logue" to  ensure  room  upgrades  feature  fully  coordinated,  quality,  durable  furniture. 

—  Installing  a  Navy-wide  centralized  reservation  system,  which  will  provide  one- 
step  shopping  for  airline  reservations,  car  rentals,  and  bachelor  quarters  reserva- 
tions. 

—  Developing  a  joint  Air  Force/Navy  bachelor  housing  management  course  at 
Lackland  AFB  and  installing  an  extensive  hospitality  training  and  professional  cer- 
tification program  at  each  base. 

—  Installing  the  American  Hotel/Motel  Association  "Performance  Plus"  on-site 
training/certification  program  for  all  Navy  bachelor  quarters  managers. 

—  Developing  an  overseas  furniture  loaner  program  which  will  provide  loaner 
furniture  for  the  sailor  while  his  furniture  is  in  transit  as  well  as  providing  items 
such  as  kitchen  cabinets  which  are  not  provided  as  part  of  the  basic  unit  in  many 
overseas  countries. 

Marine  Corps 
The  Marine  Corps  is  adopting  elements  of  the  above  list. 

Air  Force 

To  improve  bachelor  living  conditions:  the  Air  Force  has  set  quality  facility  and 
furnishings  standards,  and  widely  publishes  these  standards  in  installation  guides 
for  base  comprehensive  planning  and  design.  Installations  have  Quarters  Improve- 
ment Committees,  comprised  of  dorm  residents,  commanders,  first  sergeants  and 
base  suppwrt  p)ersonnel  who  monitor  dormitory  quality  of  life  and  ensure  required 
resources  are  programmed  to  execute  quality  dorm  programs.  Self-help  work  is  en- 
couraged and  gives  dormitory  residents  a  sense  of  pride  of  ownership  and  improved 
living  areas.  Trie  Air  Force  provides  manpower  for  dormitory  managers,  who  are  en- 
listed personnel  providing  dorm  residents  with  customer  service  and  support. 

Senator  McCain.  What  has  not  been  done  that  merits  review  and  possible  action? 

Army 

Mr.  GOTBAUM.  Allowing  more  unaccompanied  soldiers  to  live  off-post,  particularly 
non-commissioned  officers,  when  a  certain  standard  of  barracks  is  not  available  has 
been  looked  at  but  not  implemented  due  to  lack  of  funding  in  the  military  personnel 
account.  If  this  initiative  could  be  implemented,  immediate  improvement  in  quality 
of  life  could  be  realized  for  many  single  soldiers. 

Navy 
The  following  items  merit  review  and  possible  action. 
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—  Implementation  of  new  barracks  standards  that  aflbrd  privacy  and  increased 
living  space  for  members. 

—  Provision  of  energy  conversation  upgrades  to  permit  the  resident  to  control  the 
temperature  in  the  room  and  save  energy  at  the  same  time. 

—  Provision  of  postal  boxes  for  delivery  of  mail  directly  to  residents. 

—  Install  security  upgrades,  such  as  night  latches,  dead  bolts,  and  door  peep 
holes. 

Marine  Corps 
The  Marine  Corps  is  adopting  elements  of  the  above  list. 

Air  Force 

Establish  one  housing  funding  appropriation  for  all  (unaccompanied  and  family) 
housing  requirements.  Use  the  current  family  housing  MILCON  appropriation  to 
centralize  housing  requirements  in  one  appropriation  to  take  the  pressure  off  the 
strained  O&M  account,  and  help  commanaers  provide  the  same  priority  to  bachelor 
housing  needs  as  families  have  received.  Consider  privatization  studies  to  construct 
unaccompanied  housing  faster  than  through  the  traditional  MILXUGN  approach. 
Change  the  Federal  Acquisition  Regulation  requiring  DOD  to  give  priority  to  infe- 
rior quality,  costly  Federal  Prison  Industry  products  for  quarters  furnishings  prod- 
ucts. 

Senator  McCaIN.  This  year,  the  military  services  have  requested  over  $48  million 
for  nine  bachelor  quarters  projects  for  overseas  installations.  What  is  your  assess- 
ment of  current  living  conaitions  at  U.S.  installations  outside  the  United  States? 
What  is  the  Department  doing  to  better  those  conditions? 

Army 

Mr.  GOTBAUM.  In  Korea,  may  troops  occupy  unsuitable  barracks,  i.e.  Quonset 
huts,  H-relocatables  and  semi -permanent  facilities  with  gang  latrines.  Some  live  in 
recently  renovated  barracks  and  2  +  2  design  barracks.  To  improve  these  conditions, 
the  Army  has  programmed  $34.6  million  in  Whole  Barracks  Kenewal  in  fiscal  year 
1996.  The  Army  will  continue  to  program  approximately  $30  million  per  year  in 
MCA  funds  in  fiscal  years  1997  and  1998  for  new  barracks  construction. 

In  Europe,  because  of  the  historical  nature  of  many  of  the  facilities,  they  do  not 
easily  lend  themselves  to  the  new  barracks  design  standard.  The  majority  of  the 
barracks  have  gang  latrines  and  have  more  than  two  soldiers  per  room.  The  German 
Government  reimburses  the  United  States  for  residual  value  of  returned  facilities 
by  funding  improvements  to  facilities  remaining  under  U.S.  control.  This  funding  is 
referred  to  as  residual  value  payment-in-kind  (PIK)  and  is  expected  to  be  a  signifi- 
cant source  of  funding  for  barracks  improvements  in  Germany. 

The  Republic  of  Korea  provides  funds  to  the  United  States  to  construct  facilities 
for  quality  of  life  requirements  such  as  upgrading  barracks.  The  program  is  one  of 
several  burdensharing  programs  in  the  Republic  of  Korea.  In  USAREUR  residual 
value  PIK  is  considerea  an  alternative  funding  source,  not  burdensharing,  and  is 
used  to  upgrade  barracks. 

Navy  I  Marine  Corps 

The  condition  of  bachelor  housing  overseas  ranges  from  inadequate,  substandard 
quarters  and  shortfalls  in  Europe  to  generally  excellent  conditions  in  Japan,  where 
construction  is  funded  by  the  Government  of  Japan. 

Air  Force 

Overseas  Air  Force  unaccompanied  housing  ranges  widely  from  modem  new  facili- 
ties constructed  at  the  "2  plus  2"  standard  (two  persons  per  room  with  four  people 
sharing  a  bathroom),  to  old  and  deteriorated  dormitories  with  central  latrines.  A  sig- 
nificant problem  with  many  of  our  overseas  installations  is  that  affordable  off-base 
housing  is  simply  not  available  or,  if  available,  is  far  below  U.S.  standards.  Coun- 
tries with  housing  far  below  U.S.  standards  are  Greece  (Crete),  Turkey,  and  Korea. 
Air  Force  leadership  places  a  high  priority  on  improving  unaccompanied  housing 
conditions.  However,  these  requirements  must  compete  for  limited  resources  along 
with  all  other  facility  needs.  At  European  drawdown  bases,  where  additional  capac- 
ity exists,  unaccompanied  personnel  are  permitted  private  rooms.  At  other  European 
drawdown  installations  unaccompanied  personnel  are  using  excess  family  housing. 

Senator  McCaIN.  To  what  extent  is  the  Department  relying  on  burdensharing  ar- 
rangements to  fund  some  of  its  barracks  and  quality  of  life  requirements? 
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Army 

Mr.  GOTBAUM.  The  Armv  is  partially  relying  on  burdensharing  arrangements  to 
fund  barracks  renewal  and  some  quality  of  life  programs.  Korea  provides  the  Army 
approximately  $30  million  per  year  in  ROK  funded  construction  for  environmental, 

Jiuality  of  life,  and  barracks  projects.  Europe  is  getting  some  Payment-in-Kind  (PIK) 
unding,  not  burdensharing  out  residual  value  funding,  for  barracks  and  quality  of 
life  projects. 


Navy /Marine  Corps 


Only  Japan  has  agreements  to  share  the  expense  of  berthing.  Government  of 
Japan  will  replace  our  barracks  on  a  one-for-one  basis. 

Air  Force 

There  are  no  burden  sharing  agreements  in  Europe  for  dormitories  or  quality  of 
life  projects.  However,  the  Department  of  Defense  has  been  pursuing  Payment-in- 
Kina  (PIK)  agreements  in  lieu  of  cash  payments  for  the  residual  value  of  closed  and 
returned  installations.  The  Air  Force  has  placed  a  priority  on  the  following  types 
of  projects  for  this  type  of  funding:  military  family  housing,  dormitories,  and  current 
mission  MILCON  projects  which  include  quality  of  life  requirements.  In  fiscal  year 
1995  approval  was  received  to  spend  1,470,000  DM  ($1,955,000)  for  the  renovation 
of  a  dormitory  mechanical  system  at  Spangdahlem  AB,  Germany. 

In  addition,  the  Air  Force  is  seeking  NATO  support  for  a  dormitory  at  Aviano. 
Dormitories  have  not  traditionally  been  NATO  eligible;  dormitories  are  not  within 
an  established  NATO  infrastructure  category  for  common  funding  and  are  a  user 
responsibility.  However,  based  on  NATO's  previous  support  for  the  Southern  Region 
Filter  Presence,  the  Air  Force  has  requested  NATO  support  for  this  project. 

Tlie  Air  Force  relies  on  burdensharing  agreements  for  construction  at  both  Japan 
and  Korea.  However,  the  current  burdensharing  program  in  Korea  will  not  meet  the 
dormitory  requirement  in  a  timely  manner;  congressional  MILCON  support  is  nec- 
essary to  meet  this  shortfall. 


[Prepared  questions  submitted  to  Robert  M.  Walker,  by  Senators 
Byrd,  Coats,  Glenn,  and  McCain  prior  to  the  hearing  with  answers 
supplied  follow:] 

Department  of  the  Army, 
Office  of  the  Assistant  Secretary, 
Installations,  Logistics  and  Development, 

Washington.  DC.  April  25.  1995. 

Hon.  Strom  Thurmond, 

Chairman.  Committee  on  Armed  Services, 

U.S.  Senate. 

Washington.  DC. 

Dear  Mr.  Chairman:  On  April  11,  1995,  the  Subcommittees  on  Personnel  and 
Readiness  requested  the  answers  to  questions  for  a  joint  hearing  on  Department  of 
Defense  Housing.  The  answers  requested  for  Army  housing  are  attached. 
Sincerely, 

Robert  M.  Walker, 
Assistant  Secretary  of  the  Army  for 
Installations,  Logistics,  and  Hous- 
ing. 
Attachment. 


Questions  and  Responses 
military  housing 

Senator  McCain.  During  the  Personnel  Subcommittee  overview  hearing.  Assistant 
Secretary  of  Defense  Pang  testified  that  80  percent  of  military  housing  was  sub- 
standardf.  What  percent  ofthe  Army's  housing  is  substandard,  and  what  percentage 
is  this  of  the  Arm/s  total  housing  inventory?  Is  your  service's  definition  of  sub- 
standard as  it  applies  to  military  housing  identical  to  that  used  by  DOD? 

Mr.  Walker.  Tne  terminology  of  substandard  family  housing  only  applies  to  those 
family  quarters  Congress  has  approved  for  the  services  to  operate  at  75  percent  for- 
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feiture  of  Basic  Allowance  for  Quarters.  Currently,  less  than  1  percent  of  Army 
housing  is  classified  as  substandard.  Secretary  Pang's  testimony  stressed  the  condi- 
tion of  family  quarters  that  do  not  meet  the  current  housing  construction  standards 
stipulated  by  DOD  Manual  4270. IM  and  DOD  Instruction  5000.2,  and  require  revi- 
talization,  replacement  or  major  repairs  for  continuous  occupancy.  Approximately  75 
percent  of  Army  family  housing  does  not  adequately  meet  these  DOD  standards. 

Between  80  to  85  percent  of  existing  barracks  do  not  meet  the  current  DOD 
Standard  (90  net  square  feet  per  person,  two  persons  per  room  with  a  common  bath 
for  two  rooms). 

Senator  McCain.  The  Department  of  Defense  attempts  to  offset  regional  dif- 
ferences in  the  price  of  housing  by  paying  the  variable  housing  allowance  (VHA). 
Does  this  allowance  encourage  the  use  of  private  sector  housing?  Does  the  VHA 
fully  compensate  an  individual  who  lives  in  a  high  housing  cost  area?  If  not  what 
is  the  average  out  of  pocket  exf>ense  for  a  married  service  member  living  in  private 
sector  housing? 

Mr.  Walker.  Soldiers  are  required  to  find  living  accommodations  in  the  local  com- 
munity at  most  installations.  Housing  allowances  help  defray  the  cost  of  residing 
in  private  sector  housing.  Unfortunately,  if  the  number  of  additional  soldiers  need- 
ing housing  exceeds  a  certain  level,  the  costs  for  off-post  housing  will  increase  and 
housing  allowances  will  not  keep  pace. 

Housing  allowances  have  not  kept  pace  with  private-sector  rents  in  both  high  and 
lower  cost  areas.  VHA  does  not  fully  compensate  an  individual  who  lives  in  private 
sector  housing.  The  out-of-pocket  (OOP)  costs  for  soldiers  living  off  post  exceed  the 
BAQ+VHA+15  percent  formula.  Current  OOP  costs  average  21  percent.  It  needs  to 
be  brought  back  to  15  percent. 

Senator  McCaIN.  How  does  living  in  government  quarters  contribute  to  the  readi- 
ness of  the  force?  Does  it  make  a  dilTerence  if  these  quarters  are  not  located  on  the 
militaiy  installation,  but  within  a  reasonable  commuting  distance? 

Mr.  WaLXER.  Studies  have  shown  that  quality  housing  recruits  and  retains  high 
quality  soldiers.  Some  families  prefer  to  reside  on  the  military  installation  because 
of  security  concerns,  closeness  to  family  support  and  logistical  support  facilities,  and 
the  sense  of  community  the  military  on-post  environment  provides.  Many  families 
prefer  to  live  in  community  housing  that  they  purchase  or  rent  where  the  housing 
18  affordable  and  within  a  reasonable  commuting  distance.  Readiness  is  not  affected 
in  this  case.  Housing  problems  caused  by  safety,  security,  busy  commutes,  and  af- 
fordabihty  affect  readiness. 

Senator  McCaIN.  Each  service  has  made  a  commitment  to  improve  the  quality  of 
family  and  bachelor  housing.  These  long  range  plans  require  dedicated  funding  for 
an  extended  period  of  time.  What  if  any  commitment  do  you  have  to  support  these 

firograms  beyond  the  current  budget  cycle?  Please  describe  separately  the  plans  for 
amily  and  bachelor  housing  including  annual  funding  requirements  and  the  num- 
ber of  years  it  will  take  to  correct  space  deficiencies. 

Mr.  Walker.  To  support  the  funding  required  to  upgrade  family  housing  to  cur- 
rent standards,  the  Army  has  developed  a  "Whole  Neighborhood  Revitalization 
Planning  Guide"  for  installations  to  use  to  assess  the  conditions  of  their  housing. 
This  establishes  the  long  term  requirements  to  upgrade  our  housing  inventory 
against  a  uniform  standard.  To  develop  a  level  of  annual  funding  required,  the  pro- 
jected funding  is  based  on  the  replacement  value  of  our  family  housing  investment 
over  a  25  year  timeframe.  To  meet  this  goal  for  our  current  worldwide  inventory 
will  require  funding  of  $390  million  per  year  in  constant  fiscal  year  1994  dollars. 
This  provides  the  level  of  annual  funding  required  to  meet  our  commitment  and 
identifies  the  impact  of  revised  funding  due  to  overall  funding  reductions. 

For  single  soldiers,  the  Army  has  implemented  the  "Whole  Barracks  Renewal" 
Program  to  renovate  or  replace  aging  barracks  to  the  new  "1+1"  [11  sq  m  (118  sq 
ft)]  design  standard.  To  renovate  or  replace  all  aging  barracks  will  require  annual 
funding  of  $280  million  (CONUS  and  Korea)  per  year  for  23  years  (constant  fiscal 
year  1994  dollars). 

Senator  McCain.  Last  year  the  Congress  authorized  the  Navy  to  enter  into  lim- 
ited partnerships  with  private  developers  for  family  housing.  Should  tiiis  authority 
be  expanded  to  all  services?  If  not,  why  not?  What  legislative  changes  should  be 
made  to  improve  the  program? 

Mr.  Walker.  Yes,  the  authority  should  be  expanded  to  all  the  services.  Legisla- 
tion to  expand  the  authority  to  all  services  is  being  reviewed  by  OMB  for  submission 
to  Congress  in  the  fiscal  year  1996  legislative  package. 

Senator  McCain.  Are  there  unique  family  housing  requirements  for  your  service 
that  may  not  be  provided  for  by  a  Standard  Department  of  Defense  policy?  If  so, 
please  describe. 
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Mr.  Walker.  The  Army  has  no  unique  family  housing  requirements  that  are  not 
provided  for  by  a  Standard  Department  of  Defense  policy. 

Senator  McCaIN.  What  percent  of  your  service's  married  personnel  live  in  govern- 
ment furnished  quarters.  Provide  a  breakout  bv  officer  and  enlisted  ranks. 

Mr.  Walker.  Approximately  36  percent  of  all  soldiers  with  family  members  reside 
in  government  furnished  quarters.  Of  the  36  percent,  approximately  19  percent  are 
officers  and  Slpercent  are  enlisted  personnel. 

Senator  McCain.  Secretarv  Perry  has  announced  a  plan  to  invest  $4  billion  for 
new  construction  and  $2  billion  for  renovation  of  bachelor  quarters  and  military 
family  housing  units  over  the  next  6  years.  What  will  be  the  Army's  share  of  this 
funding  initiative? 

Mr.  Walker. 

[Dollars  in  millions] 


Fiscal 

years 

1996 

1997 

1998 

1999 

AFH 

UPH  

225 

185 

100 
100 

0 
100 

0 
100 

The  Army,  like  the  other  services,  is  awaiting  the  recommendations  of  the  Depart- 
ment of  Defense  Quality  of  Life  Task  Force,  chaired  by  former  Secretary  oi  the 
Army  John  O.  Marsh,  Jr.,  for  the  remaining  funds. 

Senator  McCain.  Can  you  give  us  a  breakdown  of  how  much  will  go  toward  new 
construction,  replacement  construction,  and  renovation  for  family  housing  and  bach- 
elor quarters? 

Mr.  Johnson.  New  Construction:  None. 

Replacement  Construction:  Fiscal  year  1996,  AFH:  25;  UPH:  0. 

Renovation:  Fiscal  year  1996,  AFH:  0;  UPH:  85. 

The  remaining  funds  are  programmed  against  maintenance  and  repair  of  existing 
family  and  unaccompanied  personnel  housing. 

Senator  McCain.  The  Army's  family  housing  budget  request  for  fiscal  year  1996 
allocates  more  funding  for  the  family  housing  maintenance  account  than  the  family 
housing  investment  account  (new  construction,  revitalization,  etc.).  In  fact,  the 
maintenance  account  for  fiscal  year  1996  has  increased  by  about  $300  million  over 
last  year's  level. 

What  is  the  Army's  current  backlog  of  family  housing  maintenance? 

How  will  this  increase  in  funding  affect  the  Army's  backlog  of  family  housing 
maintenance — will  it  stabilize  the  backlog  or  will  it  actually  work -off  some  of  the 
backlog? 

How  much  does  the  Army  need  to  allocate  per  year  toward  the  family  housing 
maintenance  account?  Given  that  annual  funding  stream,  how  many  years  will  it 
take  the  Army  to  work -off  the  existing  backlog? 

Mr.  Walker.  By  the  end  of  fiscal  year  1995  the  projected  backlog  of  family  hous- 
ing maintenance  and  repair  will  be  $770  million. 

The  fiscal  year  1996  increase  in  family  housing  maintenance  and  repair  funding 
will  cover  our  annual  maintenance  requirements  and  contribute  approximately  $90 
million  to  the  reduction  of  the  existing  backlog. 

The  additional  M&R  funding  combined  with  inventory  reductions  and  the  revital- 
ization program  will  bring  down  the  backlog  to  approximately  $650  million  by  end 
of  fiscal  year  1996. 

The  Army  would  need  to  allocate  approximately  $655  million  per  year  (in  constant 
1996  dollars)  to  the  maintenance  account  to  reduce  the  backlog.  At  that  funding 
level  the  backlog  would  be  eliminated  in  5  years. 

Senator  McCain.  How  many  family  housing  units  in  the  Army's  inventory  are 
considered  substandard?  Is  the  majority  of  these  units  considered  substandard  be- 
cause the  units  are  below  square -footage  standards  for  certain  grades,  have  un- 
funded major  repair  problems,  or  lack  household  equipment  or  appliances? 

Mr.  Walker.  The  terminology  of  substandard  family  housing  only  applies  to  those 
family  quarters  Congress  has  approved  for  the  services  to  operate  at  75  percent  for- 
feiture of  Basic  Allowance  for  Quarters.  Currently  there  are  955  substandard  units 
in  the  Army's  inventory.  Recent  congressional  testimony  stressed  the  condition  of 
family  quarters  that  do  not  meet  the  current  housing  construction  standards  stipu- 
lated by  DOD  Manual  4270.  IM  and  DOD  Instruction  5000.2,  and  require  revitaliza- 
tion, replacement  or  major  repairs  for  continuous  occupancy.  Approximately  75  per- 
cent of  Army  family  housing  does  not  adequately  meet  these  DOD  standards. 
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Senator  McCain.  In  your  opinion,  what  three  Army  installations  have  the  most 
severe  family  housing  problems  in  terms  of  available  and  affordable  units  on  base 
and  in  the  local  community? 

Mr.  Walker.  The  three  Army  installations  that  have  the  most  severe  family  hous- 
ing problems  in  terms  of  available  and  affordable  units  on  base  and  in  the  local  com- 
munity are  Hawaii,  Fort  Carson,  and  Fort  Hood. 

Senator  McCain.  In  your  opinion,  what  three  Army  installations  have  the  most 
severe  family  housing  problems  in  terms  of  unfunded  modernization,  maintenance 
and  repair  requirements? 

Mr.  Walker.  The  three  Army  installations  with  the  most  severe  family  housing 
problems  requiring  work  are  Fort  Bragg  (4,250  dwelling  units),  Fort  Hood  (4,530 
dwelling  units)  and  F'ort  Campbell  (3,360  dwelling  units).  This  represents  approxi- 
mately 85  percent  of  the  family  housing  inventory  on  these  installations.  The  re- 
quirement mcludes  required  maintenance  and  repair  work  and  improvements  to  up- 
grade the  units  to  comparable  new  construction  standards  which  meet  environ- 
mental and  energy  conservation  requirements. 

Senator  McCaIN.  Other  than  construction  and  repairs,  what  has  the  Army  done 
to  improve  the  family  housing  program?  What  has  not  been  done  that  merits  review 
or  possible  action? 

Mr.  Walker.  The  Army  is  working  to  improve  services  by  assisting  the  soldier 
to  find  quality  housing  in  the  private  as  well  as  the  government  sector  through  the 
Community  Homefinding,  Relocation  and  Referral  Services  (CHRRS),  the  Volunteer 
Realtor  Program,  Rental  Set-Asides,  and  Utility/Security  Deposit  Waiver  Programs. 

Additionally,  the  Army  is  pursuing  a  three  pronged  strategy  to  provide  quality 
family  housing  and  barracks  into  the  21st  Century.  The  three  prongs  include: 

—  Plus  up  existing  funding  levels. 

—  Divest  out  of  unneeded/uneconomical  housing. 

—  Develop  innovative  business  operations  and^r  joint  capital  venture  initiatives. 
This  third  "prong"  includes  exploring  the  possibilities  of  working  with  the  private 
sector  to  develop  joint  projects  which  may  merit  review  and  further  action. 

barracks 

Senator  McCain.  In  fiscal  year  1994,  the  Army  began  a  long-term  strategy  for 
renovating  and  revitalizing  all  barracks  in  the  inventory.  Under  tnis  plan,  theT^rmy 
would  achieve  all  barracks  renovation  and  construction  goals  in  23  years  with  an 
annual  funding  stream  of  $250  million. 

It  looks  like  the  Department  started  this  program  with  a  healthy  request  of  ap- 
proximately $265  million  in  fiscal  year  1994.  However,  the  fiscal  year  1995  and  fis- 
cal year  1996  requests  fell  to  about  $200  million — below  the  Army's  annual  target. 

Have  these  funding  shortfalls  affected  the  Army's  long-term  strategy  for  revitaliz- 
ing barracks?  If  so,  how? 

Mr.  Walker.  Yes,  the  funding  shortfalls  in  fiscal  years  1995-1998  will  slow  the 
Army's  plan  to  revitalize/replace  barracks.  The  23  year  goal  in  CONUS  can  only  be 
accornplished  with  a  fiscal  year  1994  constant  dollar  funding  stream  of  $280  million 
(CONUS  and  Korea).  Decreased  program  funding  below  the  $280  million  fiscal  year 
1994  constant  dollar  amount  will  extend  the  number  of  years  needed  to  buy  out 
aging  barracks. 

Senator  McCain.  A  few  weeks  ago,  The  Washington  Post  ran  a  front  page  story 
on  the  condition  of  living  conditions  for  military  personnel — and  focused  on  Fort 
Bragg,  NC.  Can  you  tell  us  if  the  barracks  situation  at  Fort  Bragg  is  similar  to  that 
at  other  Army  installations? 

Mr.  Walker.  Much  of  the  Army's  barracks  inventory  is  in  poor  condition.  Many 
installations  have  old  and  unrenovated  barracks  in  similar  condition  as  described 
in  the  March  7,  1995  Washington  Post  article.  Between  80  to  85  percent  of  barracks 
do  not  meet  the  current  DOD  standard. 

Senator  McCain.  In  your  opinion,  what  three  Army  installations  have  the  great- 
est shortfall  in  the  number  of  oachelors  quarter  spaces? 

Mr.  Walker.  Based  on  the  end  of  POM  year  (2001),  forecast  the  following  instal- 
lations will  have  the  greatest  barracks  shortfall: 

Spaces 

Fort  Bragg  5,223 

Fort  SamiHouston 2,707 

Fort  Stewart  1,395 

Senator  McCain.  In  your  opinion,  what  three  Army  installations  have  the  most 
severe  problems  in  terms  of  unfunded  modernization,  maintenance,  and  repair  re- 
quirements for  existing  barracks? 
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Mr.  Walker.  Forts  Benning,  Polk  and  Knox  are  installations  that  have  severe 
barracks  problems. 

Senator  McCain.  Over  the  past  several  months,  there  have  been  many  references 
made  to  the  age  of  existing  barracks  with  many  constructed  in  World  War  II  era. 
The  military  services  are  focusing  on  modernizing  or  replacing  these  aging  struc- 
tures, but  what  about  the  furnishings.  Is  the  Army  adequately  funding  this  require- 
ment? 

Mr.  Walker.  The  Army  is  adequately  funding  furnishing  for  barracks  that  are 
modernized  or  replaced.  The  furnishings  requirement  is  identified  as  barracks 
projects  are  developed.  Founding  is  held  at  DA  for  central  procurement  of  furnishings 
to  coincide  with  the  completion  of  barracks  projects. 

Senator  McCain.  Other  than  construction  and  repairs,  what  has  the  Army  done 
to  improve  bachelor  living  conditions?  What  has  not  been  done  that  merits  review 
or  possible  action? 

Mr.  Walker.  In  addition  to  construction  and  repair  projects,  many  installations 
have  initiated  SELF-HELP  and  U-DO-IT  projects  to  improve  the  quality  of  life  in 
barracks.  Some  projects  do  not  involve  large  amounts  of  funding  but  combine  good 
ideas  with  soldier  skills  and  work  to  produce  greatly  improved  barracks  living. 

Allowing  more  unaccompanied  soldiers  to  live  off-post,  particularly  more  non-com- 
missioned officers,  when  a  certain  standard  of  barracks  is  not  available  has  been 
looked  at  but  not  implemented  due  to  lack  of  funding  in  the  military  personnel  ac- 
count. If  this  initiative  could  be  implemented,  immediate  improvement  in  quality  of 
life  could  be  realized  for  many  single  soldiers. 

Senator  McCain.  Last  year,  the  conmiittee  recognized  the  dire  need  for  improved 
living  quarters  in  Korea  and  added  $34.6  million  to  the  MILCON  budget  request 
for  barracks  at  Camps  Casey,  Red  Cloud,  and  Coiner.  This  year,  the  Army  has  re- 
quested $25.9  million  for  four  barracks  renewal  projects  in  Korea. 

Can  you  provide  a  description  of  current  living  conditions  in  Korea.  What  about 
conditions  at  Army  installations  in  Europe?  What  is  the  Army  doing  to  better  these 
conditions? 

To  what  extent  is  the  Army  relying  on  burdensharing  arrangements  to  fund  some 
of  its  barracks  and  quality  of  life  requirements? 

Mr.  Walker.  In  Korea,  troops  are  currently  occupying  quonset  huts,  H- 
relocatables,  semi-permanent  facilities  with  gang  latrines,  some  recently  renovated 
barracks  and  2+2  design  barracks.  To  better  these  conditions,  the  Army  has  pro- 
grammed $34.6  million  in  Whole  Barracks  Renewal  in  fiscal  year  1996.  The  Army 
will  continue  to  program  approximately  $30  million  per  year  in  MCA  fiinds  in  fiscal 
year  1997  and  fiscal  year  1998  for  new  barracks  construction. 

The  Republic  of  Korea  (ROK)  provides  the  Army  approximately  $30  million  per 
year  in  the  ROK  Funded  Construction  Program  for  quality  of  life,  environmental, 
and  other  construction  projects.  A  portion  of  these  funds  are  used  for  barracks  con- 
struction. 

In  USAREUR  because  of  the  historical  nature  of  many  of  the  facilities,  they  do 
not  easily  lend  themselves  to  the  new  barracks  design  standard.  The  majority  of 
barracks  have  gang  latrines  and  have  more  than  two  soldiers  to  a  room.  The  Ger- 
man Government  reimburses  the  United  States  for  residual  value  of  returned  facili- 
ties by  funding  improvements  to  facilities  remaining  under  U.S.  control.  This  fund- 
ing is  referred  to  as  Payment-in-Kind  (PIK). 

The  Korea  ROK  funding  is  considered  burdensharing  and  is  used  to  upgrade  bar- 
racks and  quality  of  life.  In  USAItEUR  the  PIK  funding  is  not  considered 
burdensharing,  but  is  used  as  residual  value  funding  to  upgrade  barracks. 


[Prepared  questions  submitted  to  Robert  B.  Pirie  by  Senators 
Byrd,  Coats,  Glenn,  and  McCain  prior  to  the  hearing  with  answers 
supplied  on  his  behalf  by  Cheryl  Kandaras  follow:! 
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Department  of  the  Navy, 
Office  of  the  Assistant  Secretary, 

Installations  and  Environment, 

Washington.  DC.  May  5.  1995. 
Hon.  John  McCain, 
Chairman.  Subcommittee  on  Readiness. 
Committee  on  Armed  Services, 
U.S.  Senate. 
Washington.  DC. 

Dear  Mr.  Chairman:  I  am  pleased  to  submit  the  answers  to  the  questions  you 
directed  to  Assistant  Secretary  Pirie  in  your  letter  of  April  11,  1995.  Since  Mr.  Rrie 
has  a  previous  commitment  to  testify  before  the  Subcommittee  on  Military  Con- 
struction of  the  Senate  Appropriations  Committee  at  about  the  same  time  on  May 
9,  I  will  testify  in  his  place.  I  am  looking  forward  to  discussing  these  and  other  re- 
lated housing  issues  at  that  time. 
Sincerely, 

Cheryl  Kandaras, 
Principal  Deputy. 
Enclosure. 


Questions  and  Responses 
military  family  housing 

Senator  McCain.  During  the  Personnel  Subcommittee  overview  hearing.  Assistant 
Secretary  of  Defense  Pang  testified  that  80  percent  of  military  housing  was  sub- 
standard. What  percent  of  the  Navy's  housing  is  substandard,  and  what  percentage 
is  this  of  the  Navy's  total  housing  inventory?  What  are  the  figures  for  the  Marine 
Corps?  Are  service's  definitions  of  substandard  as  it  applies  to  military  housing 
identical  to  that  used  by  DOD? 

Ms.  Kandaras.  Fifty-seven  percent  of  the  Navy's  family  housing  units  are  unsuit- 
able because  they  have  a  repair  and/or  improvements  deficiency  in  excess  of  $15,000 
per  unit.  Thirty-four  percent  of  the  Marine  Corps'  family  housing  inventory  is  either 
substandard  or  inadequate.  The  Navy  and  Marine  Corps'  definitions  are  consistent 
with  that  used  by  DOD. 

Department  of  Defense  Manual  4165.63-M  on  family  housing  policy  defines  sub- 
standard military  family  housing  as  DOD-controUed  housing,  specifically  authorized 
by  Congress,  that  is  not  adequate  and  is  occupied  subject  to  a  cnarge  against  a  serv- 
ice member's  Basic  Allowance  for  Quarters  (BAQ)  for  the  fair  market  value  of  the 
quarters  not  to  exceed  75  percent  of  the  BAQ  amount.  The  authority  to  declare  addi- 
tional military  family  housing  units  as  substandard  expired  with  the  enactment  of 
Public  Law  97-214,  Militaiy  Construction  Codification  Act,  on  July  12,  1982.  DOD 
4165.63-M  considers  all  military  family  housing,  regardless  of  adequacy,  that  will 
be  retained  for  at  least  5  years,  as  suitable  when  assessing  housing  requirements. 

Approximately  33  percent  of  the  Navy's  bachelor  quarters  (excluding  those  at 
BRAC  locations)  are  substandard  or  inadequate.  For  the  Marine  Corps,  approxi- 
mately 11  percent  of  the  total  barracks  space  is  considered  substandard  or  inad- 
equate. Again,  the  Navy  and  Marine  Corps  definition  is  consistent  with  DOD. 

Senator  McCain.  The  Navy  has  a  projected  housing  shortfall  in  the  San  Diego 
area  of  5,871  homes.  If  the  Navy  were  to  adopt  the  CBO  recommendations  in  the 
study.  Military  Family  Housing  in  the  Unitea  States,  is  it  feasible  that  the  local 
community  could  provide  these  homes  in  the  quantity  the  Navy  needs  and  at  a  rent 
that  a  seaman  and  his  family  could  afford? 

Ms.  Kandaras.  The  Navy  has  a  projected  housing  shortage  of  4,200  homes  in  San 
Diego,  CA.  The  recommendations  in  the  CBO  report  focused  on  reducing  the  cost 
of  military  family  housing  by  shrinking  the  inventory  and  adjusting  housing  allow- 
ances. Implementation  of  the  CBO  study  would  require  a  significant  restructuring 
of  housing  allowances  to  enable  military  members  to  compete  for  scarce,  suitable 
housing  in  high  cost  markets,  including  San  Diego.  The  ongoing  review  of  private 
sector  housing  initiatives,  under  the  direction  of  the  Office  of  the  Secretary  of  De- 
fense, may  provide  a  better  opportunity  to  reduce  the  significant  housing  shortage 
in  San  Diego. 

Senator  McCain.  The  Department  of  Defense  attempts  to  offset  regional  dif- 
ferences in  the  price  of  housing  by  paying  the  variable  housing  allowance  (VHA). 
Does  this  allowance  encourage  the  use  of  private  sector  housing?  Does  the  VHA 
fully  compensate  an  individual  who  lives  in  a  high  housing  cost  area?  If  not  what 
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is  the  average  out  of  pocket  expense  for  married  service  member  living  in  private 
sector  housing? 

Ms.  KandaRAS.  The  VHA  has  the  purpose  of  providing  additional  funds,  above 
BAQ,  to  service  members  who  live  in  high  cost  housing  areas  of  the  country.  By  nar- 
rowing the  differential  between  housing  allowances  and  actual  housing  costs,  VHA 
can  encourage  members  to  use  private  sector  housing,  depending  on  choice  of  life- 
style, personal  preference,  or  a  desire  for  home  ownership. 

The  intent  of  the  existing  housing  allowance  system  is  to  limit  out-of-pocket  hous- 
ing costs  for  members  to  15  percent.  Because  housing  allowances  have  failed  to  keep 
pace  with  actual  housing  costs,  the  average  out-of-pocket  cost  for  service  members 
is  currently  22  percent. 

Senator  McCain.  How  does  living  in  government  quarters  contribute  to  readiness 
of  the  force?  Does  it  make  a  difference  if  these  quarters  are  not  located  on  the  mili- 
tary installation,  but  within  a  reasonable  commuting  distance? 

Ms.  Kandaras.  The  Department  of  the  Navy  remains  acutely  aware  that  quality 
of  life  is  critical  to  the  readiness  and  well-being  of  our  forces.  A  career  in  the  Navy 
or  Marine  Corps  is  an  arduous  one,  punctuated  by  long  deployments  away  from 
family.  It  is  imperative  that  we  proviae  a  safe  and  suitable  home  environment  for 
the  spouse  and  children  while  the  member  is  at  sea  or  otherwise  deployed,  and  a 
decent,  comfortable  home  to  which  the  member  can  return. 

The  Marine  Corps  recently  concluded  an  extensive  Quality  of  Life  study,  "Quality 
of  Life  in  the  U.S.  Marine  Corps."  The  study  concluded  that  Marines'  perceptions 
of  their  quality  of  life  have  behavioral  consequences  that  affect  the  Marine  Corps' 
ability  to  perform  its  mission.  The  study  showed  housing  made  a  statistically  signifi- 
cant contribution  to  the  perception  of  quality  of  life.  Approximately  25  percent  of 
the  respondents  said  that  housing  affects  their  reenlistment  decision  "a  great  deal" 
or  "quite  a  lot." 

The  Department  relies  on  the  private  sector  as  the  primary  source  of  family  hous- 
ing. Families  are  considered  suitably  housed  in  the  private  sector,  provided  the 
housing  is  within  a  reasonable  commuting  distance,  is  affordable,  is  in  acceptable 
condition,  and  is  in  a  safe,  decent  environment.  There  are  some  perceived  advan- 
tages to  living  on-base.  These  include  the  camaraderie  and  support  network,  re- 
duced expenses,  closeness  to  medical  facilities,  post  exchange,  support  facilities,  etc. 

Unlike  families,  a  distinction  is  made  for  single,  junior  enlisted  military  personnel 
who  are  required  to  live  on  base.  Readiness  and  quality  of  life  is  promoted  by  pres- 
ervation of  unit  integrity,  quick  reaction  in  cases  of  rapid  deployment,  reduced 
transportation  expenses,  access  to  dining  and  other  support  facilities,  etc. 

Senator  McCain.  Each  service  has  made  a  commitment  to  improve  the  quality  of 
family  and  bachelor  housing.  These  long  range  plans  require  dedicated  funding  for 
an  extended  period  of  time.  What,  if  any,  commitment  do  you  have  to  support  these 
programs  beyond  the  current  budget  cycle?  Please  describe  separately  the  plans  for 
bachelor  andf  family  housing  including  annual  funding  requirements  and  tne  num- 
ber of  years  it  will  take  to  correct  space  deficiencies. 

Ms.  Kandaras.  The  Department  of  the  Navy  is  committed  to  providing  the  best 
possible  quality  of  life  for  our  service  members  and  their  families.  Consistent  with 
this  commitment,  the  Navy  made  a  concerted  effort  to  support  the  elimination  of 
its  $2.6  billion  revitalization  backlog,  which  includes  homes  identified  for  replace- 
ment or  maior  improvements  and  repairs,  by  the  end  of  fiscal  year  2004.  Current 
funding,  within  the  FYDP,  results  in  the  elimination  of  the  backlog  by  the  end  of 
fiscal  year  2005.  For  bachelor  housing,  the  Navy  currently  has  $640  million  pro- 
grammed in  the  budget  for  fiscal  years  1996  and  1997  combined.  The  Navy  contin- 
ues this  funding  level  through  the  remainder  of  the  FYDP.  Since  a  relatively  small 
portion  of  these  funds  are  going  towards  new  construction,  we  anticipate  it  will  be 
upward  of  60  years  before  we  fully  eliminate  our  deficit. 

The  Marine  Corps'  Family  Housing  Campaign  Plan  provides  a  strategy  to  modern- 
ize family  housing  inventory  by  the  end  of  fiscal  year  2001.  The  Campaign  Plan  also 
proposes  to  eliminate  the  deficit  by  fiscal  year  2009.  At  the  current  rate  of  funding, 
it  does  not  appear  modernization  will  be  completed  for  14  years  and  the  deficit  will 
not  be  eliminated  for  41  years.  The  Marine  Corps  Bachelor  Housing  Campaign  Plan 
sets  the  goal  of  providing  bachelor  marines  living  conditions  on  par  with  their  mar- 
ried counterparts.  The  first  priority  is  to  revitalize  existing  substandard  barracks 
spaces.  "The  second  priority  is  to  demolish  inadequate  barracks  with  structural  defi- 
ciencies. TTie  Marine  Corps'  estimate  for  revitalizing  existing  substandard  barracks 
and  constructing  new  barracks  space  15  approximately  $655  million.  Based  on  cur- 
rent funding  levels,  to  build  out  to  the  new  standard  would  take  53  years.  If  the 
program  is  executed  over  a  f)eriod  of  11  years,  the  funding  required  would  be  ap- 
proximately $60  million  per  year,  excluding  O&M. 
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Senator  McCain.  Are  there  unique  family  housing  requirements  for  your  service 
that  may  not  be  provided  for  by  a  standard  Department  of  Defense  policy?  If  so 
please  describe. 

Ms.  Kandaras.  To  help  the  Navy  meet  its  commitment  to  enhancing  the  quality 
of  life  of  Navy  families  by  improving  military  family  housing,  DOD  included  two  leg- 
islative proposals  that  would  accelerate  the  acquisition  and  revitalization  of  housing. 
The  first  proposal,  called  "Sell  and  Replace"  would  authorize  the  services  to  sell 
family  housing  that  has  deteriorated  beyond  economical  repair  or  is  no  longer  re- 
quired at  non-base  closure  locations.  The  services  would  then  use  the  proceeds  to 
replace  or  revitalize  housing  at  the  same  installation  or  another  installation  wiUi 
a  continuing  requirement.  Allowing  the  services  to  sell  and  reinvest  the  proceeds 
will  accelerate  the  revitalization  of  family  housing.  The  second  proposal  would  waive 
the  square  footage  limits  when  acquiring  existing  family  housing.  In  fiscal  year 
1992,  Congress  authorized  the  purchase  of  military  housing  for  members  of  the 
Armed  Forces  below  pay  grade  0-6  if  the  Secretary  determined  that  the  purchase 
of  larger  units  was  cost  efTective  when  compared  to  available  units  within  the  space 
limitations.  The  authority  expired  at  the  end  of  fiscal  year  1994.  This  provision 
would  make  the  authority  permanent  and  permit  the  services,  in  situations  where 
family  housing  construction  has  been  authorized,  to  continue  to  acquire  rather  than 
construct  existing  family  housing  units  that  are  larger  than  the  current  statutory 
limits,  provided  the  purchase  price  is  within  the  amount  authorized  for  construction. 

Senator  McCain.  What  percent  of  your  service's  married  personnel  live  in  govern- 
ment furnished  quarters?  Provide  a  breakout  by  officer  and  enlisted  ranks. 

Ms.  Kandaras.  Approximately  28  percent  of  Navy  personnel  with  dependents  live 
in  government  quarters.  A  breakout  by  ofTicer  and  enlisted  rank  follows: 

Officer — 23  percent.  Enlisted — 29  percent. 

Within  the  Marine  Corps,  approximately  25  percent  of  married  personnel  live  in 
family  housing.  A  breakout  Ijy  officer  and  enlisted  rank  follows: 

Officer — 24  percent.  Enlisted — 29  percent. 

Senator  McCain.  The  military  services  have  struggled  over  the  past  several  years 
to  provide,  operate,  and  maintain  military  family  housing  units  that  are  up  to  De- 
partment standards.  This  has  resulted  in  a  growing  backlog  of  modernization,  main- 
tenance, and  repair  requirements  and  a  degradation  in  the  quality  of  life  for  mili- 
tary families. 

Secretary  Perry  has  announced  a  plan  to  invest  $4  billion  for  new  construction 
and  $2  billion  for  renovation  of  bachelor  quarters  and  military  family  housing  units 
over  the  next  6  years. 

What  will  be  the  Navy  and  Marine  Corps'  share  of  this  funding  initiative? 

Can  you  give  us  a  breakdown  of  how  much  will  go  toward  new  construction,  re- 
placement construction,  and  renovations  for  family  housing  and  bachelor  quarters? 

Ms.  Kandaras.  In  fiscal  year  1996,  the  Department  of  the  Navy  received  an  addi- 
tional $57  million  for  family  and  bachelor  housing  construction  as  a  result  of  Sec- 
retary Perry's  quality  of  life  initiative.  Funding  over  the  balance  of  the  FYDP  re- 
mains to  be  distributed.  The  Secretary  of  Defense  has  asked  John  Marsh,  former 
Secretary  of  the  Army,  to  head  a  panel  of  experts  to  look  into  the  quality  of  life 
needs  of'^the  services  and  make  recommendations  to  him  by  the  end  of  this  fiscal 
year  on  what  each  service's  share  of  the  outyear  funding  should  be. 

Senator  McCain.  The  Navy/Marine  Corps  family  housing  budget  request  for  fiscal 
year  1996  includes  an  increase  of  about  $100  million  over  the  fiscal  year  1995  level 
in  the  family  housing  maintenance  account. 

What  is  the  Navy  s  current  backlog  of  family  housing  maintenance?  What  is  the 
Marine  Corps'  backlog? 

How  will  this  increase  in  funding  affect  the  Navy's  backlog  of  family  housing 
maintenance — will  it  stabilize  the  backlog  or  will  it  actually  work -off  some  of  the 
backlog?  How  will  this  affect  the  Marine  Corps'  backlog? 

How  much  do  the  Navy  and  Marine  Corps  need  to  allocate  per  year  toward  their 
family  housing  maintenance  accounts?  Given  that  annual  funding  stream,  how 
many  years  will  it  take  the  Navy  and  Marine  Corps  to  work -off  their  existing  back- 
logs? 

Ms.  Kandaras.  The  Navy's  current  revitalization  requirement  is  made  up  of  $1.7 
billion  in  repairs  and  $0.9  billion  in  improvements.  The  Navy's  revitalization  plan 
is  to  eliminate  the  backlog  by  the  end  of  fiscal  year  2005.  The  plan  is  to  fund  the 
requirement  in  three  ways:  replacement  of  units  that  are  uneconomical  to  revitalize 
(funded  out  of  new  construction);  revitalization  through  improvements  and/or  re- 

f>airs  over  $15,000  per  unit  (funded  out  of  the  improvements  account);  and  repairs 
ess  than  $15,0(X)  per  unit  (funded  out  of  the  maintenance  account).  The  Navy  needs 
to  allocate  an  average  of  $300  million  per  year  to  meet  this  goal. 
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The  Marine  Corps'  current  backlog  of  maintenance  and  repair  for  family  housing 
is  $55  million.  The  fiscal  year  1996  budget  request  of  $26  million  will  work  off  the 
backlog  to  approximately  $41  million  by  the  end  of  fiscal  year  1996.  The  Marine 
Corps  needs  to  allocate  approximately  $78  million  annually  toward  their  family 
housing  maintenance  account.  This  will  work  off  the  backlog  by  fiscal  year  2001. 

Senator  McCain.  How  many  family  housing  units  in  the  Navy  and  Marine  Corps 
inventory  are  considered  substandard?  Is  the  majority  of  these  units  considered  sub- 
standard because  the  units  are  below  square-footage  standards  for  certain  grades, 
have  unfunded  major  repair  problems,  or  lack  household  equipment  or  appliances? 

Ms.  Kandaras.  About  42,000,  or  57  percent,  of  the  Navy's  family  housing  inven- 
tory are  considered  unsuitable.  Whereas  a  portion  are  unsuitable  due  to  size  and 
modem  day  amenities,  the  majority  are  unsuitable  because  they  are  severely  dete- 
riorated and  need  replacement  or  improvements  and  major  repairs. 

There  are  8,551  family  housing  units  considered  unsuitable  in  the  Marine  Corps 
inventory.  The  majority  of  these  units  require  major  repair.  Of  these  1,874  units  re- 
quire replacement  due  to  structural  deficiencies. 

This  answer  does  not  refiect  the  narrow  definition  of  "substandard"  under  past 
public  laws  that  were  repealed  by  the  Military  Construction  Codification  Act  (P.L. 
97-214). 

Senator  McCain.  In  your  opinion,  what  three  Navy  installations  and  three  Marine 
Corps  installations  have  the  most  severe  family  housing  problems  in  terms  of  avail- 
able and  affordable  units  on  base  and  in  the  local  community? 

Ms.  Kandaras.  The  three  Navy  installations  that  have  the  greatest  shortfall  of 
affordable  and  available  housing  units  are  San  Diego  and  Lemoore,  California,  and 
Mayport,  Florida.  The  three  Marine  Corps  installations  are  MCB  Camp  Pendleton, 
CA;  MCAGCC  Twentynine  Palms,  CA;  and  MCAS  Beaufort,  SC. 

Senator  McCain.  In  your  opinion,  what  three  Navy  installations  and  three  Marine 
Corps  installations  have  the  most  severe  problems  in  terms  of  unfunded  moderniza- 
tion, maintenance  and  repair  requirements? 

Ms.  Kandaras.  The  three  Navy  installations  with  the  most  severe  family  housing 
revitalization  backlog,  including  improvements  and  major  repairs,  are  Oahu,  Ha- 
waii; San  Diego,  California;  and  Norfolk,  Virginia.  The  three  Marine  Corps  installa- 
tions are  MCAS  Cherry  Point,  NC;  MCB  Camp  Pendleton,  CA;  and  MCLB  Albany, 
GA. 

Senator  McCaIN.  Other  than  construction  and  repairs,  what  have  the  Navy  and 
Marine  Corps  done  to  improve  their  military  family  housing  programs?  What  has 
not  been  done  that  merits  review  and  possible  action? 

Ms.  Kandaras.  The  Navy,  through  its  Neighborhoods  of  Excellence  (NOE)  pro- 
gram, has  taken  a  new  approach  to  meeting  the  needs  of  customers  through  quality 
services  and  products.  Among  the  features  of  NOE  are: 

—  Comprehensive  information  and  referral  services  to  complement  a  moderate 
acquisition  program,  appropriate  for  a  reduced  force  structure; 

—  Courteous,  well-trained  housing  staffs  to  aggressively  identify  and  assist  fami- 
lies in  finding  suitable  housing  in  the  private  sector; 

—  Revitalized  neighborhoods  that  blend  aesthetic  design,  functionality,  environ- 
mental compatibility  and  reasonable  economy  in  construction  and  maintainability; 

—  Maintenance  done  right  the  first  time  and  at  a  time  convenient  for  the  cus- 
tomer; 

—  Self  help  materials  and  training  provided  at  a  time  and  place  convenient  for 
the  customer; 

—  Upgraded  appliances  with  higher  quality  and  better  energy  efficiency; 

—  Provision  of  window  coverings  to  lessen  move-in  expenses  for  occupants;  and 

—  Loaner  and  full  tour  furnishings  provided  to  families  overseas. 

In  addition  to  elements  of  the  above,  the  Marine  Corps  utilizes  a  number  of  alter- 
natives to  improve  family  housing.  These  include  housing  referral,  domestic  leasing, 
rental  guarantees,  in-leasing,  and  set-aside  programs. 

The  DOD  Quality  of  Life  (QOL)  Task  Force  is  conducting  a  study  of  military  fam- 
ily housing  programs  with  the  objective  of  identifying  ways  of  improving  housing, 
especially  high  leverage  tools  that  would  encompass  private  sector  capital.  The  Task 
Force  has  also  been  chartered  to  explore  setting  DOD-wide  standards  for  QOL  com- 
ponents such  as  housing.  We  are  participating  in  this  effort. 

BARR\CKS 

Senator  McCain.  The  Marine  Corps  has  launched  a  6  year  "Bachelor  Housing 
Campaign  Plan"  to  improve  living  conditions.  What  specifically  will  the  campaign 
accomplish  and  what  is  the  annual  funding  required  for  this  initiative? 
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Ms.  Kandaras.  In  June  1994,  the  Commandant  of  the  Marine  Corps  signed  the 
Bachelor  Housing  Campaign  Plan.  The  plan  strives  for  maximum  utilization  of  ac- 
ceptable space  within  the  current  inventory,  revitalization  of  existing  barracks, 
backlog  elimination  of  major  facility  and  infrastructure  requirements,  new  construc- 
tion in  deficit  areas,  demolition  of  inadequate  barracks,  and  to  provide  personnel 
support  eouipment  to  meet  current  standards.  The  following  taole  compares  the 
campaign  funding  requirements  with  current  available  funding: 

[Dollars  in  millions] 
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Senator  McCain.  In  your  opinion,  what  three  Navy  installations  and  three  Marine 
Corps  installations  have  the  greatest  shortfall  in  the  number  of  bachelor  quarter 


spaces? 

Ms.  Kandaras.  The  Navy's  largest  enlisted  bachelor  housing  deficits  are  at  Naval 
Station,  Norfolk,  VA;  Naval  Shipyard,  Bremerton,  WA;  and  Fleet  Activity, 
Yokosuka,  Japan.  Not  including  the  squad  bays,  the  Marine  Corps'  largest  deficits 
exist  at  MCB  Camp  Pendleton,  CA;  MCB  Camp  Lejeune,  NC;  and  MCAS  Beaufort, 
SC. 

Senator  McCain.  In  your  opinion,  what  three  Navy  installations  and  three  Marine 
Corps  installations  have  the  most  severe  problems  in  terms  of  unfunded  moderniza- 
tion, maintenance,  and  repair  requirements  for  existing  barracks? 

Ms.  Kandaras.  The  three  Navy  installations  are  NAS/NTTC  Pensacola,  FL;  NS 
Pearl  Harbor,  HI;  and  NAS/NS  Norfolk,  VA.  The  three  Marine  Corps'  installations 
are  MCB  Camp  Lejeune,  NC;  MCB  Camp  Pendleton,  CA;  and  MCAGCC  Twentynine 
Palms,  CA. 

Senator  McCain.  Over  the  past  several  months,  there  have  been  many  references 
made  to  the  age  of  existing  bachelor  quarters  with  many  quarters  over  40  years  old. 
The  military  services  are  focusing  on  modernizing  or  replacing  these  aging  struc- 
tures, but  what  about  the  furnishings?  Are  the  Navy  and  Marine  Corps  adequately 
funding  these  requirements? 

Ms.  Kandaras.  The  Navy  has  developed  a  "Whole  Room  Replacement"  approach 
to  replacing  the  furniture  and  furnishings  in  bachelor  quarters.  The  Navy  has 
worked  with  industry  to  develop  51  difTerent  room  options  using  GSA  approved 
products.  In  addition,  a  "whole  room  showcase"  was  installed  at  Naval  Air  Facility, 
Washington  (located  at  Andrews  Air  Force  Base)  to  make  all  51  room  options  avafl- 
able  for  review. 

Industry  standards  call  for  a  T^year  replacement  cycle  for  furnishings  such  as 
those  found  in  bachelor  housing.  The  Navy  funding  level  for  this  furniture  is  at  a 
13-year  replacement  cycle,  with  a  $150  million  shortfall  over  the  FYDP. 

tne  Marine  Corps  is  not  able  to  adequately  fund  the  replacement  of  furnishings 
that  have  surpassed  their  usefulness.  Their  current  funding  level  reflects  a  13-year 
replacement  cycle.  This  is  an  improvement  from  past  year  funding  which  provided 
for  a  25-year  replacement  cycle.  An  additional  $10.2  million  per  year  would  improve 
the  furnishings  in  their  bachelor  enlisted  quarters  and  would  reduce  the  replace- 
ment cycle  to  7  years. 

Senator  McCain.  Other  than  construction  and  repairs,  what  have  the  Navy  and 
Marine  Corps  done  to  improve  bachelor  living  conditions?  What  has  not  been  done 
that  merits  review  and  possible  action? 

Ms.  Kandaras.  In  addition  to  facilities  improvements,  the  Navy  is  working  on  the 
following: 

—  Providing  telephone  service  for  all  permanent  party  residents.  (The  Navy  will 
provide  the  lines  and  switches.  The  residents  will  pay  for  the  service.) 

—  Providing  furniture  replacement  based  on  tne  "Whole  Room  Furniture  Cata- 
logue" to  ensure  room  upgrades  feature  fully  coordinated,  quality,  durable  furniture. 

—  Installing  a  Navy-wide  centralized  reservation  system,  which  will  provide  one- 
stop  shopping  for  airline  reservations,  car  rentals,  and  bachelor  quarters  reserva- 
tions. 

—  Developing  a  joint  Air  Force/Navy  bachelor  housing  management  course  at 
Lackland  AFB  and  installing  an  extensive  hospitality  training  and  professional  cer- 
tification program  at  each  base. 
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—  Installing  the  American  Hotel/Motel  Association  "Performance  Plus"  on  site 
training'certification  program  at  all  Navy  bachelor  quarters. 

—  Developing  an  overseas  furniture  loaner  program  which  will  provide  loaner 
furniture  for  the  sailor  living  on  the  economy  while  his/her  furniture  is  in  transit 
as  well  as  providing  items  such  as  kitchen  cabinets  which  are  not  provided  as  part 
of  the  basic  unit  in  many  overseas  countries. 

The  following  items  merit  review  and  possible  action. 

—  Provision  of  energy  conservation  upgrades  to  permit  the  resident  to  control  the 
temperature  in  the  room  and  save  energy  at  the  same  time. 

—  Provision  of  postal  boxes  for  delivery  of  mail  directly  to  residents. 

—  Install  security  upgrades,  such  as  night  latches,  dead  bolts,  and  door  peep 
holes. 

Senator  McCain.  This  year,  the  Navy  has  reqruested  over  $13  million  for  two 
bachelor  quarters  projects  in  Guam  and  Sigonella,  Italy. 

Can  you  provide  a  description  of  current  living  conditions  in  Guam  and  Sigonella. 
What  about  conditions  at  other  Navy  installations  overseas?  What  is  the  Navy  doing 
to  better  these  conditions? 

To  what  extent  is  the  Navy  relying  on  burdensharing  arrangements  to  fund  some 
of  its  barracks  and  quality  of  life  requirements? 

Ms.  Kandaras.  Due  to  the  remote  location  and  the  age  of  the  facilities  on  Guam, 
quality  of  life  for  single  sailors  is  deficient.  Facilities  are  deteriorating  to  the  point 
where  replacement  is  the  only  viable  solution.  Bachelor  housing  furnishings  are 
being  replaced  in  excess  of  the  target  7-year  cycle. 

In  Sigonella,  the  condition  of  bachelor  housing  is  the  most  severe  in  the  European 
theater.  Several  buildings  are  inadequate  due  to  structural  problems,  water  damage, 
material  deterioration,  and  age.  Structural  problems  are  evident  from  major  cracKs 
in  exterior  walls,  cracks  in  bathroom  tiles,  and  in  differential  settling  of  the  founda- 
tion and  wall  intersections.  Other  problems  include  inadequate  lighting,  poor  ven- 
tilation, pipe  leaks,  and  other  plumbing  problems. 

The  conaition  of  bachelor  housing  at  other  overseas  locations  ranges  from  inad- 
equate and  substandard  quarters  and  shortfalls  in  Europe  to  generally  excellent 
conditions  in  Japan,  where  construction  is  funded  by  the  Government  of  Japan. 

Only  Japan  has  agreements  to  share  the  expense  of  berthing.  Government  of 
Japan  will  replace  our  barracks  on  a  one-for-one  basis. 


[Prepared  questions  submitted  to  Rodney  A.  Coleman,  by  Sen- 
ators Byrd,  Coats,  Glenn,  and  McCain  prior  to  the  hearing  with  an- 
swers supplied  follows:] 


QuE^ioNS  AND  Responses 

SUBSTANDARD  HOUSING 

Senator  McCain.  During  the  Personnel  Subcommittee  overview  hearing.  Assistant 
Secretary  of  Defense  Pang  testified  that  80  percent  of  military  housing  was  sub- 
standard. What  percent  of  the  Air  Force's  housing  is  substandard,  ancf  what  per- 
centage is  this  01  the  Air  Force's  total  housing  inventory?  Is  your  service's  definition 
of  substandard  as  it  applies  to  military  housing  identical  to  that  used  by  DOD? 

Secretary  COLEMAN.  In  family  housing,  the  term  "substandard"  applies  only  to 
units  that  Congress  approved  to  operate  for  a  partial  forfeiture  of  the  members' 
Basic  Allowance  for  Quarters.  The  Air  Force  will  replace  all  the  substandard  units 
by  fiscal  year  1997.  Secretary  Pang's  reference  to  80  percent  for  DOD  included  un- 
suitable nouses  which  are  units  that  require  major  investment  to  correct  deterio- 
rated infrastructure,  provide  basic  living  standards  and  meet  contemporary  codes. 
Approximately  60,000  family  housing  units  or  54  percent  of  the  Air  Force  inventory 
do  not  meet  Air  Force  whole-house  ad  whole-neighborhood  standards.  The  vast  ma- 
jority of  these  units  were  constructed  prior  to  1965  and  have  not  been  renovated. 
The  Air  Force  follows  criteria  provided  oy  DOD  4165.63M  for  ofF-base  housing  suit- 
ability and  DOD  4270. IM  (Military  Handbook  1190)  for  on-base  housing  suitaoility. 
The  criteria  includes  cast  to  member,  location,  size  of  house,  and  utilities/services. 
The  Air  Force  supplements  DOD  criteria  with  specific  guidance  in  the  Air  Force 
Family  Housing  Guide. 

Senator  McCain.  Each  service  has  made  a  commitment  to  improve  the  quality  of 
family  and  bachelor  housing.  These  long  range  plans  require  dedicated  funding  for 
an  extended  period  of  time.  What  if  any  commitment  do  you  have  to  support  tnese 
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rograms  beyond  the  current  budget  cycle?  Please  separately  describe  the  plans  for 
achelor  ana  family  housing  in  terms  of  annual  funding  requirements  and  the  time 
it  will  take  to  correct  targeted  space  deficiencies. 

Secretary  COLEMAN.  The  Air  Force  has  made  a  consistent  attack  on  the  dormitory 
problem  since  1983  when  DOD  adopted  a  plan  for  two  people  to  share  a  180  square 
foot  room  and  up  to  four  people  to  share  a  bathroom  ("room-bath-room"  configura- 
tion). The  effort  has  been  comprised  of  a  combination  of  maintenance,  repair,  ren- 
ovations, and  new  construction.  However,  of  our  98,600  dormitory  spaces,  we  still 
have  27,700  spaces  that  do  not  meet  the  current  DOD  standard.  The  Air  Force  is 
requesting  $132.5  million  to  rebuild  about  3,000  dormitory  rooms  in  fiscal  year 
1996.  We  must  invest  in  the  dormitory  program  at  the  $160  million  per  year  level 
to  replace  the  27,700  spaces  not  meeting  standards  across  the  Five  Year  Defense 
Plan  (FYDP).  However,  our  fiscal  year  1997-2001  budget  is  currently  programmed 
about  $80  million  per  year  short  of  this  requirement.  Current  FYDP  budget  levels 
will  take  10  years  to  buyout  the  dormitory  requirement. 

The  Air  Force  owns  about  114,000  family  housing  units  that  average  32  years  in 
age.  Most  of  these  units  were  built  in  the  1950s  and  1960s  under  the  Wherry  and 
Capehart  Acts.  We  need  to  rebuild  over  60,000  of  these  homes  over  the  next  10 
years  at  a  cost  of  about  $600  million  per  year.  However,  we  are  requesting  $250 
million  in  fiscal  year  1996  and  have  programmed  an  average  of  $275  million  across 
the  FYDP.  We  are  advocating  additional  quality  of  life  funds  through  Secretary  Per- 
ry's Quality  of  Life  Task  Force  (Marsh  Commission).  Additionally,  we  are  participat- 
ing on  the  Secretary's  Housing  Privatization  Tiger  Team  which  is  drafting  legisla- 
tion to  provide  the  services  with  financing  alternatives  to  supplement  our  housing 
construction  dollar  request.  At  current  funding  levels,  it  will  take  the  Air  Force  25 
years  to  buyout  the  family  housing  revitalization  requirement.  We  can  cut  this  to 
10  years  with  a  menu  of  financing  alternatives  available  with  private  sector. 

FAMILY  HOUSING 

Senator  McCain.  Over  the  past  several  years,  the  Air  Force  has  provided  (on  av- 
erage) about  $390  million  for  military  family  housing  maintenance. 

Has  this  average  annual  amount  adequately  covered  all  required  maintenance,  or 
has  the  Air  Force,  like  the  other  services,  been  forced  to  delay  maintenance  and  re- 
pair due  to  funding  shortfalls? 

If  so,  what  is  the  Air  Force's  backlog  of  family  housing  maintenance?  What  plans 
does  the  Air  Force  have  to  address  this  problem? 

Secretary  Coleman.  Maintenance  and  Itepair  was  not  adequately  funded  in  fiscal 
year  1994  and  fiscal  year  1995.  Our  budgeted  cost  per  unit  for  fiscal  year  1994  and 
fiscal  year  1995  was  below  the  actual  requirement.  Projects  were  deferred  during 
those  years  and  our  backlog  will  increase  to  $913  million  at  the  beginning  of  fiscal 
year  1996.  The  Air  Force  fiscal  year  1996  budget  request  reflects  a  Air  Force  cor- 
porate decision  to  increase  emphasis  on  maintenance  and  repair,  ensuring  availabil- 
ity of  quarters  that  meet  existing  standards.  The  fiscal  year  1996  budget  request 
increases  the  repair  account  by  11.4  percent  over  the  fiscal  year  1995  per  unit  cost. 

Senator  McCain.  How  many  family  housing  units  in  the  Air  Force's  inventory  are 
considered  substandard?  Is  the  majority  of  these  units  substandard  because  the 
units  are  below  square-footage  standards  for  certain  grades,  have  unfunded  major 
repair  problems  or  lack  household  equipment  or  appliances? 

Secretary  COLEMAN.  Approximately  60,000  family  housing  units  or  54  percent  of 
the  inventory  are  considered  unsuitable  or  substandard  for  not  meeting  Air  Force 
whole-house  and  whole-neighborhood  standards.  These  units  are  35  to  45  years  in 
age,  do  not  meet  standards  for  size  and  condition,  or  have  unfunded  maintenance 
and  repair  problems. 

Senator  McCain.  Other  than  construction  and  repairs,  what  has  the  Air  Force 
done  to  improve  its  military  family  housing  program?  What  has  not  been  done  that 
merits  review  and  possible  action? 

Secretary  COLEMAN.  The  Air  Force  developed  and  institutionalized  a  comprehen- 
sive planning  approach  to  identify  housing  requirements  and  determine  the  best  so- 
lutions to  satisfy  them.  The  process  includes  planners  and  managers  at  all  levels; 
Base,  Major  Command,  and  Air  Staff.  The  plans  identify  and  prioritize  short  and 
long  term  housing  needs  for  service  members  and  their  families  at  each  installation. 
However,  there  are  not  enough  resources  to  satisfy  all  of  our  service  members  needs. 
To  supplement  our  appropriated  resources,  the  Air  Force  introduced  privatization 
initiatives  such  as  expansion  of  limited  partnership,  new  Capehart  like  legislation, 
and  other  frameworks  developed  by  Secretary  Perry's  Housing  Finance  Tiger  Team 
which  the  Air  Force  is  a  participant.  The  major  stumbling  block  to  these  eiiorts  has 
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been  the  scoring  policy  imposed  by  Office  of  Management  and  Budget  and  supported 
by  the  Congressional  Budget  Office. 

MILITARY  FAMILY  HOUSING 

Senator  McCain.  In  your  opinion,  what  three  Air  Force  installations  have  the 
most  severe  problems  in  terms  of  unfunded  modernization,  maintenance  and  repair 
requirements  for  existing  dormitories? 

Secretary  COLEMAN.  Tne  three  bases  with  the  most  severe  modernization,  mainte- 
nance and  repair  funding  problems  for  their  existing  dormitories  are: 

Lackland  AFB,  Texas. 

Mountain  Home  AFB,  Idaho. 

Pope  AFB,  North  Carolina. 

BACHELOR  HOUSING 

Senator  McCain.  This  year,  the  Air  Force  has  requested  over  $9  million  for  three 
dormitory  projects  in  Europe.  Can  you  provide  a  description  of  current  living  condi- 
tions at  Air  Force  installations  in  Europe.  What  about  conditions  at  other  Air  Force 
installations  overseas?  What  is  the  Air  Force  doing  to  improve  these  conditions? 

Secretary  Coleman.  Overseas  Air  Force  unaccompanied  housing  ranges  widely 
from  modem  new  facilities  constructed  at  the  "2  plus  2'  standard  (two  persons  per 
room  with  four  personnel  sharing  a  bathroom)  to  old  and  deteriorated  dormitories 
with  central  latrines.  A  significant  problem  with  many  of  our  overseas  installations 
is  that  affordable  olT-base  housing  is  simply  not  available  or,  if  available,  is  far 
below  U.S.  standards.  Countries  with  off-base  housing  far  below  U.S.  standards  are 
Turkey  and  Korea.  Air  Force  leadership  places  a  high  priority  on  improving  unac- 
companied housing  conditions;  however,  these  requirements  must  compete  lor  lim- 
ited resources  along  with  all  other  facility  needs.  At  European  drawdown  bases, 
where  additional  capacity  exists,  unaccompanied  personnel  are  permitted  private 
rooms.  At  other  European  drawdown  installations  unaccompanied  personnel  are  uti- 
lizing excess  family  housing. 

Senator  McCain.  To  what  extent  is  the  Air  Force  relying  on  burdensharing  ar- 
rangement to  fund  some  of  its  barracks  and  quality  of  life  requirements? 

Secretary  COLEMAN.  There  are  no  burdensharing  agreements  in  Europe  for  dor- 
mitories or  quality  of  life  projects.  The  Air  Force  is  seeking  NATO  support  for  a  dor- 
mitory at  Aviano.  Dormitories  have  not  traditionally  been  NATO  eligible;  dor- 
mitories are  not  within  an  established  NATO  infrastructure  category  for  common 
funding  and  are  a  user  responsibility.  However,  based  on  NATO's  previous  support 
for  the  Southern  Region  F'ighter  IVesence,  the  Air  Force  has  requested  NATO  sup- 
port for  this  project. 

The  Air  Force  relies  on  burden  sharing  agreements  for  construction  in  both  Japan 
and  Korea.  However,  the  current  burdensharing  program  in  Korea  will  not  meet  the 
dormitory  requirement  in  a  timely  manner. 

[Questions  for  the  record  with  answers  suppHed  follow:] 
Questions  Submitted  by  Senator  John  McCain 
wherry  and  capehart  housing  programs 

Senator  McCain.  Between  1950  and  1966  rapid  construction  of  family  housing 
construction  was  possible  in  part  because  of  the  Wherry  and  the  Capehart  Housing 
Programs  which  eliminated  the  need  to  appropriate  funding  in  advance  by  using 
private  sector  financing  to  build  units  for  military  personnel.  What  has  changed 
that  would  preclude  using  similar  procedure  in  the  current  housing  crisis? 

Mr.  GotbaUM.  While  these  programs  were  useful  and  efTective  in  their  day,  cur- 
rent financial  times  are  more  complicated  and  require  Oexibility  to  work  in  diverse 
markets  with  different  conditions.  Two  specific  issues  are: 

1.  Where  these  programs  were  previously  oH'-budget,  under  the  scorekeeping  con- 
ventions of  the  Budget  Enforcement  Act  of  1990,  budget  authority  equal  to  today's 
value  of  the  total  payments  associated  with  these  programs  would  be  fully  scored 
up  front. 

2.  These  programs  had  specific  constraints  specified  in  law  that  are  not  consistent 
with  current  conunercial  practices  and  would  preclude  their  practical  use  today. 

HOUSING  STANDARDS  DEVIATION 

Senator  McCain.  In  preparing  the  Military  Family  Housing  Revitalization  Act  of 
1995,  the  Department  of  Defense  met  with  real  estate  developers  to  discuss  the 
housing  market  and  the  factors  that  would  attract  commercial  lunding  for  military 
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housing.  Among  the  issues  identified  was  that  family  housing  construction  for  a  par- 
ticular installation  should  be  based  on  the  local  real  estate  market  environment.  If 
the  Department  adopts  this  principal  will  there  be  a  significant  difference  on  the 
type  ofnousing  available  for  our  military  personnel  in  various  parts  of  the  country? 
Could  it  be  apartments  on  the  east  coast  and  large  single  family  homes  in  the  south- 
west? 

Mr.  GoTBAUM.  Yes,  there  will  be  a  difference,  however  the  result  will  not  be  at 
the  extreme  ends  of  the  housing  spectrum.  We  are  interested  in  a  degree  of  freedom 
to  match  our  needs  to  the  product  that  is  provided  for  in  the  local  community.  Since 
the  majority  of  the  housing  built  under  this  program  will  be  privately  owned,  it  is 
important  that  the  housing  have  a  secondary  market  in  the  event  the  military  no 
longer  has  a  need  for  it.  TTiis  can  reduce  our  overall  costs  by  not  forcing  builders 
to  construct  a  unique  military  house.  Size  and  density  will  aeviate  some  based  on 
land  cost  and  availability. 

HOUSING  STANDARDS  AFFECTING  ASSIGNMENTS 

Senator  McCain.  What  impact  would  the  difference  in  housing  have  on  military 
assignments — would  one  base  be  more  sought  after  because  of  the  availability  of 
better  housing? 

Mr.  GOTBAUM.  We  do  not  expect  any  impact.  Today,  67  percent  of  our  members 
reside  in  private  sector  housing  that  already  deviates  from  military  standards. 

SCORING  IMPACTS 

Senator  McCaIN.  The  lack  of  success  of  the  section  801  (leased  housing)  and  sec- 
tion 802  (guaranteed  rental)  programs  is  attributed  to  the  fact  that  the  Congres- 
sional Budget  Office  scored  all  the  funding  in  the  first  year  rather  than  over  the 
life  of  the  contract.  Therefore,  the  services  shied  away  from  this  approach. 

a.  How  will  the  Congressional  Budget  Office  scoring  impact  on  the  various  financ- 
ing schemes  that  can  be  employed  by  the  Revitalization  Act  of  1995? 

b.  Are  there  any  legislative  fixes  that  could  be  included  to  facilitate  the  use  of  this 
Act? 

Mr.  GoTBAUM.  First,  I  would  disagree  that  the  section  801/802  programs  were  not 
successful.  The  Department  successfully  acquired  over  12,000  units.  However,  the 
scorekeeping  conventions  of  the  Budget  Enforcement  Act  of  1990  and  the  provision 
subjecting  the  contract  to  annual  appropriations  made  these  programs  financially 
unattractive. 

a.  It  is  our  understanding  that  the  scoring  for  contracts  entered  into  under  this 
proposed  authorities  will  be  as  follows: 

Commitments — For  any  contract  whereby  the  Government  enters  into  a  fixed 
commitment  for  the  payment  of  a  sum  of  money  over  a  specified  period  of  time,  the 
Department  must  reserve  an  amount  of  budget  authority  equal  to  the  sum  of  pay- 
ments discounted  to  present  value. 

Guarantees — ^Any  contract  whereby  the  Government  enters  into  an  agreement  to 
pay  a  sum  of  money  in  the  future  based  on  the  occurrence  of  an  event,  the  Depart- 
ment must  reserve  an  amount  of  budget  authority  equal  to  the  expected  payout  dis- 
counted to  present  value. 

Investments — Any  contract  whereby  the  Government  invests  a  sum  of  money 
without  additional  liability  to  the  Government,  the  Department  must  reserve  an 
amount  of  budget  authority  equal  to  the  expected  lost  value  of  the  investment.  If 
there  is  no  expected  loss  in  value  or  a  potential  profit,  then  there  needs  to  be  no 
amount  reserved. 

b.  Currently  the  law  does  not  specifically  allow  actuarial  scoring  for  certain  guar- 
antees. For  example,  projects  using  the  existing  10  U.S.C.  2836  rental  guarantee  au- 
thority are  scored  at  100  percent  of  the  guaranteed  expected  rent  discounted  to 

f)resent  value  even  though  the  Government  would  only  be  required  to  make  a  dif- 
erential  payment  of  rent  in  the  event  the  specified  occupancy  or  rental  goal  was 
not  met.  This  is  contrary  to  standard  financial  business  practices  which  only  require 
a  reserve  for  the  actuarial  prediction  of  the  failure  to  meet  the  goal.  Legislative 
change  to  the  1990  Budget  Enforcement  Act  could  correct  this  technicality. 

FUNDING  BASED  ON  OCCUPANCY 

Senator  McCain.  Under  the  current  procedures  the  installation  commanders 
maintain  and  construct  family  housing  through  appropriated  funds.  Their  share  of 
these  funds  is  based  on  the  overall  budget  approved  by  Congress  regardless  of  the 
number  of  quarters  that  are  occupied.  The  service  members  occupying  Government 
Quarters  forfeit  their  housing  allowances,  however,  these  funds  are  not  allocated  to 
tne  installation  supporting  the  housing. 
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If  a  base  commander  were  allocated  family  housing  funding  based  on  the  rate  of 
occupancy  of  Government  quarters,  he  would  have  an  incentive  to  improve  the  occu- 
pancy rate  and  standard  of  the  housing.  Has  the  Department  considered  such  a 
practice?  If  not  why  not? 

Mr.  GOTBAUM.  It  is  an  excellent  idea  and  we  are  studying  it.  In  fact,  the  Army 
is  running  some  tests  at  four  installations  in  flscal  year  1995  and  plans  to  imple- 
ment an  occupancy -based  funding  program  in  fiscal  year  1996.  The  Army  test  will 
still  require  the  Army  to  provide  construction  funding  to  the  installation  commander 
to  revitalize  the  existing  housing  stock. 

Linking  funding  to  occupancy  and  forcing  the  base  commander  to  compete  for  the 
military  member  addresses  only  a  small  part  of  the  housing  problem.  First,  as  long 
as  we  continue  to  provide  a  full  housing  subsidy  for  on-base  housing  you  will  always 
have  a  demand  for  on-base  housing  no  matter  how  it  is  maintained.  Second,  the 
housing  allowance  that  is  forfeited  is  not  adequate  to  fully  operate  and  maintain  our 
on-base  housing.  Cursory  analysis  indicates  that  the  difference  between  the  sub- 
sidized amount  provided  to  on-base  housing  and  the  out  of  pocket  expense  to  service 
members  living  ofT-base  is  roughly  equivalent  to  the  cost  of  utilities. 

SCOPE  AND  LOCATION 

Senator  McCain.  The  proposed  legislation  broadens  the  Department's  [ability]  to 
use  existing  housing  procurement  provisions.  Does  it  permit  the  Department  to 
change  the  scope  or  location  of  the  construction  authority?  In  other  words,  if  Con- 

S-ess  authorizes  the  construction  of  a  number  of  homes  at  a  certain  place  does  the 
epartment  have  the  flexibility  to  change  the  scope  or  location  of  the  authorization? 
Mr.  GOTBAUM.  I  believe  the  proposed  legislation  provides  the  Department  with 
greater  latitude  and  does  allow  the  expansion  of  the  scope  of  a  project  to  address 
previously  unfunded  requirements.  Let  me  explain  by  example. 

1.  A  service  has  an  approved  1996  MILCON  project  for  revitalization  of  100  units 
for  $10  million  at  base  X.  The  service,  by  using  the  proposed  authorities,  can  revital- 
ize 300  units  for  the  same  amount. 

2.  A  service  is  adding  100  units  to  its  inventory  at  base  Y  through  a  $13  million 
1996  MILCON  project.  By  using  the  proposed  authorities,  it  can  obtain  the  units 
for  $3  million  and  spend  the  remaining  $10  million  at  another  site  addressing  a  300 
unit  replacement  project  that  hasn't  been  funded. 

In  both  these  situations,  we  would  notify  Congress  about  each  such  new  or  ex- 

Banded  project,  and  when  we  transfer  the  MILCON  funds  into  the  Military  Family 
[ousing  Improvement  Fund  (MFHIF). 

SUPPORTING  FACILITIES 

Senator  McCain.  In  the  advice  version  of  the  Housing  Revitalization  Act  of  1995 
provided  to  the  committee  it  states  under  Section  2872,  General  Limitations  and 
Authorities,  that  any  contract  entered  into  under  this  chapter  may  include  provi- 
sions for  supporting  facilities.  What  is  the  definition  of  supporting  facilities  and  at 
what  level  do  these  supporting  facilities  have  to  be  approved? 

Mr.  GOTBAUM.  Supporting  facilities  are  those  required  for  the  service  and  use  of 
occupants  of  the  housing  as  well  as  the  maintenance  and  management  of  the  com- 
plex. The  requirement  is  site  specific.  The  authority  will  rest  with  each  of  the  serv- 
ices. 

COMMERCIAL  REAL  ESTATE  PRACTICE 

Senator.  McCain.  This  program  will  require  relying  on  the  use  of  commercial  real 
estate  practices  which  are  currently  not  available  to  the  Department  of  Defense. 
This  raises  the  concern  that  the  Department  will  have  [to]  establish  a  new  organiza- 
tion to  administer  the  program.  Does  the  Department  have  to  establish  a  new  bu- 
reaucracy to  administer  this  program? 

Mr.  GoTBAUM.  The  Department  does  not  intend  to  establish  any  new  permanent 
organization  to  administer  this  program.  The  Department  is  proposing  the  estab- 
lishment of  a  temporary  joint  special  program  office  to  initially  implement  the  pro- 
gram and  oversee  its  effective  execution.  Once  the  program  becomes  established  and 
the  services  trained,  the  special  program  office  will  be  dissolved  and  the  program 
will  be  devolved  to  the  services  for  management. 

In  addition,  we  intend  to  hire  consultants  with  appropriate  skills  and  expertise 
to  assist  the  Department  in  fashioning  processes,  procedures,  and  constructing 
deals.  We  will  rely  on  the  private  sector  to  design,  build,  maintain  and  manage  the 
housing. 
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AUTHORITY  TO  ADMINISTER  THIS  PROGRAM 

Senator  McCain.  With  whom  and  at  what  level  will  the  authority  to  administer 
this  program  rest? 

Mr.  GOTBAUM.  The  authority  will  rest  with  each  of  the  services  and  will  be  inte- 
grated into  their  housing  programs.  These  authorities  provide  us  with  additional 
tools  to  use  in  dealing  with  our  housing  problems. 

To  smoothly  transition  to  the  efTective  and  efficient  use  of  the  authorities  under 
this  program,  the  Department  is  proposing  the  establishment  of  a  temporary  joint 
special  pro-am  office  within  the  Office  of  the  Secretary  of  Defense,  whose  primary 
responsibilities  will  include  implementing  the  program  and  overseeing  its  execution. 
Once  the  program  becomes  established,  tne  program  office  will  be  dissolved  and  the 
program  will  be  devolved  to  the  services  for  management. 

MILITARY  FAMILY  HOUSING 

Senator  McCain.  The  Act  will  authorize  the  outlease  of  land  at  a  nominal  rate 
to  a  developer  as  an  incentive  to  build  housing  and  to  lower  the  construction  cost. 
Since  most  land  that  can  be  used  for  this  type  of  arrangement  will  normally  be 
within  the  confines  of  a  military  installation  will  the  installation  commander  lose 
his  authority  to  police  and  control  the  housing  area? 

Mr.  Johnson.  No,  by  virtue  of  the  fact  that  commanders  exercise  control  over 
their  personnel,  they  will  have  control  over  the  housing  areas  that  may  be  estab- 
lished on  Government  owned  land  that  is  either  outleased  or  otherwise  conveyed  to 
the  private  sector.  Police  and  other  services  may  be  provided  on  a  reimbursable 
basis  either  by  installation  or  municipal  agencies. 

Senator  McCaIN.  Housing  allowances  have  not  kept  pace  with  private  sector  rents 
in  both  high  and  low  cost  areas.  As  a  result  the  current  out  of  pocket  costs  for  sol- 
diers living  off  post  has  climbed  to  21  percent  or  6  percent  above  the  service  stand- 
ard. This  cost  may  be  higher  for  the  lower  enlisted  member.  What  is  the  Depart- 
ment doing  to  reduce  these  out  of  pocket  expenses? 

Mr.  Johnson.  Out  of  pocket  costs  for  housing  have  risen  above  the  level  set  in 
the  original  VHA  lemslation  (37  U.S.C.  403a),  due  primarily  to  a  statutory  cap  on 
total  program  costs.  In  order  to  preserve  equity  among  all  servicemembers,  VHA  is 
computed  so  that  each  grade  will  incur  the  same  median  out  of  pocket  costs.  This, 
coupled  with  a  decline  in  the  value  of  Basic  Allowance  for  Quarters  relative  to  na- 
tional average  housing  costs,  has  caused  the  rise  in  the  median  out  of  pocket  cost. 

The  Department's  proposed  change  in  the  computation  of  BAQ,  where  it  would 
be  adjusted  separately  from  the  rest  of  military  pay,  will  assist  in  reducing  the  in- 
crease in  out  of  pocket  costs. 

Senator  McCain.  Are  there  any  efforts  underway  to  increase  housing  for  junior 
enlisted  personnel  by  reducing  the  number  of  on  base  quarters  allocated  to  the  sen- 
ior ranks? 

Mr.  Johnson.  Yes,  the  Army  recently  developed  and  fielded  new  policy  that  re- 
quires equitable  distribution  of  family  housing  to  all  grades.  Commanders  are  to  al- 
locate E-1  through  E-3  soldiers  their  fair  share  of  Government  housing. 

Senator  McCain.  The  Army  estimates  that  by  the  end  of  fiscal  year  1995  the  pro- 
jected backlog  of  family  housing  maintenance  and  repair  will  be  $770  million.  De- 
spite increased  funding  in  this  area  for  fiscal  year  1996  and  a  reduction  in  inven- 
tory, the  backlog  by  the  end  of  fiscal  year  1996  is  estimated  to  be  $650  million.  How 
can  this  legislative  proposal  assist  in  reducing  this  backlog? 

Mr.  Johnson.  As  new  housing  is  constructed  by  the  privatization  efforts,  on-post 
dwelling  units  which  are  uneconomical  to  repair  can  be  divested  or  replaced  and  the 
associated  backlog  eliminated.  If  the  privatization  initiatives  are  to  revitalize  exist- 
ing on-post  units,  the  backlog  on  these  units  will  also  be  eliminated. 

Senator  McCain.  Has  this  private  sector  financing  initiative  been  discussed  with 
base  commanders  or  base  housing  officials.  If  so,  what  suggestions,  criticisms,  or 
support  did  you  find  at  the  local  level — as  these  are  the  people  who  will  be  at  the 
heart  of  these  private  sector  family  housing  projects? 

Mr.  Johnson.  Yes,  the  majority  of  Major  Army  Commands  have  indicated  that 
their  installation  would  like  to  try  the  new  authorities  to  either  acquire  or  revitalize 
housing. 

Senator  McCain.  In  response  to  a  pre-hearing  question  on  what  three  installa- 
tions in  each  service  are  experiencing  the  greatest  shortfall  in  unfunded  moderniza- 
tion, maintenance,  and  repair  requirements  for  barracks  and  dormitories,  you  re- 
sponded: 

Army — Fort  Benning,  Fort  Polk,  and  Fort  Knox.  Can  you  produce  us  with  some 
descriptions  and  associated  costs  of  the  unfunded  requirements  at  these  installa- 
tions? 
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Mr.  Johnson.  The  three  CONUS  Army  installations  identified  in  the  Pre-Hearing 
as  Installations  with  the  greatest  reported  shortfall  in  barracks  backlog  mainte- 
nance and  repair  (BMAR)  are  Forts  Polk,  Benning,  and  Knox.  Following  is  descrip- 
tion and  associated  costs  of  the  unfunded  requirements: 

Fort  Polk: 

The  backlog  of  barracks  maintenance  and  repair  at  Fort  Polk  is  comprised  of  55 
projects  that  include  repair  of  mechanical  equipment,  roof  repairs,  repair  of  plumb- 
ing, installations  of  locks,  renovation  of  electrical  services,  repair  to  interior  of  build- 
ing and  repairs  to  heating,  ventilation,  and  air  conditioning  (HVAC).  The  amount 
of  unfunded  BMAR  is  $68,074,106. 

Fort  Benning: 

There  are  113  projects  which  comprise  the  backloe  of  barracks  maintenance  and 
repair  at  Fort  Benning.  The  required  repairs  include  replacing  electrical  systems, 
repair  of  heating,  ventilation,  and  air  conditioning  (HVAC),  repair  of  latrines,  repair 
of  Doilers,  repair  of  kitchens,  replacements  of  roofs,  windows  and  floors  and  painting 
of  buildings  exterior.  The  amount  of  unfunded  BMAR  is  $59,734,354. 

Fort  Knox: 

There  are  83  projects  which  comprise  the  barracks  maintenance  and  repair  back- 
log at  Fort  Knox.  The  required  work  include  repairing  and  replacing  heating  sys- 
tems, repair  and  replacing  air  condition  systems,  repairing  and  replacing  roofs, 
drains,  and  gutters  and  repair  of  barracks  walls,  doors,  windows,  and  floors,  and 
other  interior  work.  The  amount  of  unfunded  BMAR  is  $30,274,962. 

The  above  installations  are  listed  as  having  the  greatest  shortfall  in  backlogged 
maintenance  and  repair  for  barracks.  The  total  CONUS  BMAR  is  $457,426,791. 

Senator  McCain.  As  a  result  of  unfunded  maintenance  and  repair  requirements, 
has  your  service  had  to  permanently  or  temporarily  close  any  housing  units  in  your 
inventory? 

Mr.  Johnson.  Yes.  During  fiscal  year  1994,  the  Army  closed  1,335  dweUing  units 
due  to  lack  of  maintenance  and  repair  funding.  In  fiscal  year  1995,  it  is  estimated 
that  an  additional  514  dwelling  units  will  close. 

Senator  McCain.  If  so,  where  are  these  units  located  and  have  these  units  been 
repaired  and  reopened? 

Mr.  Johnson.  These  units  are  scattered  throughout  five  Major  Army  Commands 
in  the  Continental  United  States.  Of  the  1,335  dwelling  units  closed  in  fiscal  year 
1994,  868  should  reopen  in  fiscal  year  1995;  95  dwelling  units  will  reopen  in  fiscal 
year  1996;  and  372  will  never  reopen. 

Senator  McCain.  With  military  families  frequently  moving  from  base  to  base,  it 
seems  that  a  large  portion  of  the  services'  family  maintenance  funds  would  be 
consumed  by  occupancy  turn-over  type  maintenance.  If  this  is  true,  have  the  serv- 
ices looked  at  ways  to  reduce  the  cost  of  "turning"  family  housing  units?  What  in- 
centive is  there  for  a  young  family  to  take  care  of  the  unit  that  is  provided  for  them? 

Mr.  Johnson.  The  costs  of  maintenance  work  accomplished  because  of  occupancy 
turn-over  is  actually  quite  small,  10  to  15  percent  of  the  annual  maintenance  and 
repair  budget.  When  assigned  quarters,  soldiers  are  given  self-help  training  and 
counseled  that  the  resident  is  required  to  pay  for  the  repair  of  damages  over  and 
above  the  normal  fair  wear  and  tear. 

AGE  OF  NAVY  HOUSING 

Senator  McCaIN.  One  of  the  most  frequent  references  used  in  discussing  family 
housing  is  the  age  of  the  services'  housing  stock.  In  your  statement  you  indicate  that 
the  age  of  Navys  housing  stock  averages  34  years.  How  does  that  compare  to  the 
private  sector? 

Mr.  PlRIE.  The  average  age  of  private  sector  housing  is  36  years  according  to  the 
National  Association  of  Home  Builders. 

COMPARISON  WITH  PRIVATE  SECTOR  HOUSING 

Senator  McCaIN.  Does  the  private  sector  upgrade  its  housing  stock  to  the  same 
extent  as  the  Department  of  Defense? 

Mr.  PiRIE.  Department  of  Defense  and  Navy  policy  states  that  family  housing  fa- 
cilities shall  be  operated  and  maintained  to  a  standard  that  protects  the  facilities 
from  deterioration  and  provides  safe  and  comfortable  places  for  our  people  to  live. 
Military  family  housing  amenities  and  services  should  reflect  contemporary  United 
States  living  standards  for  similar  categories  of  housing.  To  ensure  Navy  families 
are  provided  housing  comparable  to  that  provided  by  the  private  sector.  Comprehen- 
sive Neighborhood  Flans  (CNPs)  are  unaerway  that  will  identify  homes  that  need 
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replacement  or  major  renovation  to  bring  them  up  to  the  Navy's  Neighborhoods  of 
Excellence  standards.  These  standards  are  equal  to  those  of  the  private  sector. 

NAPLES 

Senator  McCain.  One  of  the  Navy's  most  critical  housing  problems  is  in  the 
Naples  area.  In  January  the  Navy  requested  authority  to  lease  500  units  of  military 
family  housing  alter  a  5-year  effort  to  correct  the  housing  situation  in  Naples.  This 
committee  has  fully  supported  the  upgrade  of  the  facilities,  including  the  most  re- 
cent lease  request.  What  is  the  current  status  of  that  lease  request? 

Mr.  PlRIE.  The  Navy  is  awaiting  clearance  from  the  Military  Construction  Sub- 
committee of  the  House  Appropriations  Committee  to  proceed  with  the  housing 
lease.  Congressional  notification  of  the  Navy's  planned  lease  was  provided  on  Janu- 
ary 13,  1995  (Acquisition  Report  No.  0-51)  pursuant  to  the  requirements  of  10 
U.S.C.  2828.  On  January  19,  1995,  the  Chairman  of  the  Military  Construction  Sub- 
committee requested  the  Navy  hold  up  the  award  until  further  notified  by  the  com- 
mittee. Subsequently,  the  Surveys  &  Investigations  staff  of  the  House  Committee 
on  Appropriations  was  tasked  to  review  the  Navy's  plans.  As  part  of  its  investiga- 
tion, HAC  Surveys  &  Investigations  staff  visited  Naples  and  Rome  on  February  26 
through  March  4  1995.  During  the  week  of  April  24,  1995,  the  Chairman  and  other 
members  of  the  Military  Construction  Subcommittee  visited  Naples  accompanied  by 
members  of  the  committee  staff  and  the  HAC  Survey  &  Investigations  staff. 

The  Navy  and  all  subcommittees  involved  in  the  notification  process  agree  that 
the  family  housing  situation  in  Naples,  Italy  is  a  significant  problem  that  should 
be  solved  as  soon  as  possible  and  with  prudence,  good  business  practices,  and  fiscal 
responsibility.  The  Navy  believes  that  its  planned  solution  to  the  family  housing  sit- 
uation in  Naples  attains  these  goals.  In  this  regard,  the  Navy  has  taken  and  is  tak- 
ing positive  steps  with  regard  to  the  subcommittee's  guidance  and  continues  to  co- 
operate fully  with  the  Military  Construction  Subcommittee  of  the  House  Appropria- 
tions Committee  and  the  HAC  Surveys  &.  Investigations  staff  by  providing  all  re- 
quested documentation. 

Senator  McCaIN.  Which  committee's  have  not  approved  the  request  and  why? 

Mr.  PiRIE.  The  Military  Construction  Subcommittee  of  the  House  Appropriations 
Committee  has  not  yet  approved  the  request,  as  discussed  in  the  response  to  the 
previous  question. 

Senator  McCain.  What  impact  will  this  delay  have  on  the  Navy  families? 

Mr.  PiRIE.  If  award  of  the  lease  for  the  housing  units  is  further  delayed,  the  ur- 
gently needed  replacement  of  existing  housing  units  would  continue  to  be  delayed. 
Navy  families  would  continue  to  be  housed  in  scattered  and  geographically  distant 
locations  in  units  which  do  not  meet  seismic,  fire  protection,  liie  safety  or  handi- 
capped accessibility  codes  and  which  are  often  subject  to  inadequate  utilities,  high 
move-in  costs,  transportation  problems  and  a  high  incidence  of  crime. 

The  first  phase  of  the  Navy's  proposed  Naples  Support  Complex  also  includes  an 
elementary  school  and  a  high  school  and  equipped  to  meet  current  educational 
standards  and  curricula.  The  new  schools  must  be  ready  for  occupancy  before  the 
start  of  a  new  school  year  (late  August).  The  delay  in  award  of  the  housing  lease 
could  also  result  in  DOD  incurring  approximately  $1,800,000  in  additional  expenses 
for  renewal  of  leases  covering  the  existing  outmoded  and  overcrowded  schools.  Con- 
struction of  the  schools  will  require  approximately  24  months  and  the  Navy  has  a 
narrow  window  of  opportunity  regarding  lease  award.  As  planned,  relocation  to  the 
new  schools  must  be^n  in  spring  1997  and  be  completed  prior  to  the  start  of  a  new 
lease  term  for  the  existing  schools  on  July  1,  1997. 

Senator  McCain.  What  can  I  do  to  assist  the  Navy  in  getting  this  problem  re- 
solved? 

Mr.  PiRlE.  We  are  continuing  to  provide  the  Military  Construction  Subcommittee 
of  the  House  Appropriations  Committee  and  the  Surveys  and  Investigations  staff  of 
the  House  Committee  on  Appropriations  all  the  information  they  require  regarding 
the  Navy's  plan  for  family  housing  in  Naples,  Italy.  We  would  appreciate  your  con- 
tinuing support  for  improving  housing  conditions  in  Naples. 

FAMILY/BACHELOR  HOUSING 

Senator  McCain.  All  the  services  rely  on  the  local  economy  to  provide  the  major- 
ity of  the  family  housing  for  its  personnel,  in  most  locations  only  about  30  percent 
of  the  military  families  live  on  base.  It  would  seem  that  with  such  an  economic  im- 
pact the  services  should  already  have  sufficient  economic  clout  to  ensure  the  con- 
struction of  housing.  What  can  a  local  commander  do  to  influence  the  availability 
of  off  post  housing  lor  his  or  her  personnel? 
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Mr.  Coleman.  Historically,  developers  have  not  readily  responded  to  the  require- 
ment for  military  family  housing  in  the  private  sector  because  of  the  uncertainty 
of  mission  tenure.  This  has  been  more  pronounced  during  the  years  of  BRAC  ac- 
tions. In  addition,  more  than  half  of  our  personnel  living  off-base  rent  housing.  De- 
velopers of  single  housing  are  interested  only  in  selling  tneir  units.  The  rental  mar- 
ket generally  provides  only  apartments  which  do  not  meet  the  needs  of  many  fami- 
lies. Further,  developers  cannot  profitably  build  housing  in  the  price  category  need- 
ed by  the  lower  grade  military  members  for  which  the  primary  deficits  exist.  Some 
actions  a  local  commander  might  consider  are:  informal  announcements  or  formal 
solicitations  for  rental  set-asides;  public  interface  with  local  builders;  assurance  of 
long  term  mission  at  the  installation;  and  strengthening  of  base/community  relation- 
ships. These,  however,  have  little  chance  of  success  until  a  threshold  for  housing  al- 
lowances is  established  to  permit  all  military  members  to  rent  suitable  housing. 

Senator  McCain.  The  Office  of  the  Secretary  of  Defense  did  not  include  the  con- 
struction or  upgrade  of  unaccompanied  personnel  housing  in  the  Housing  Revitaliza- 
tion  Initiative.  Should  such  an  initiative  be  proposed  for  bachelor  housing? 

Mr.  Coleman.  Yes,  we  should  pursue  a  private  sector  financing  initiative  for 
bachelor  housing  renovation  and  construction,  much  like  the  legislation  proposed  for 
military  family  housing.  The  Air  Force  has  significant  renovation  ad  construction  re- 
quirements for  bachelor  housing,  and  a  range  of  authorities  to  leverage  limited 
funds  would  improve  our  dedicated  efforts  to  provide  quality  housing  for  all  Air 
Force  members. 

Senator  McCain.  What  changes  if  any  would  be  required  in  the  proposed  legisla- 
tion to  make  it  applicable  for  bachelor  housing? 

Mr.  Coleman.  Legislation  for  a  bachelor  housing  private  sector  finance  initiative 
could  be  nearly  the  same  as  the  legislation  for  family  housing.  All  the  authorities 
for  guarantees,  commitments,  ad  investments  should  remain  the  same.  One  nec- 
essary change  is  in  the  area  of  the  establishment  of  the  housing  improvement  fund. 
Whereas  family  housing  is  all  one  appropriation,  bachelor  housing  requirements  are 
funded  through  military  construction  ad  operations  and  maintenance.  Therefore,  the 
Secretary  of  Defense  needs  authority  to  transfer  funds  from  military  construction 
and  operations  and  maintenance  into  an  unaccompanied  housing  improvement  fund 
after  notification  to  the  appropriate  committees  of  Congress. 


QuECTiONS  Submitted  by  Senator  Robert  C.  Byrd 

ON-POST  housing 

Senator  Byrd.  Is  it  more  effective  to  build  and  maintain  on-post  housing  than  it 
is  simply  to  increase  housing  allowances  and  encourage  free  market  forces  in  non- 
remote  locations?  What  comparative  cost  studies  have  been  conducted  to  support  the 
DOD's  initiative? 

Mr.  GOTBAUM.  The  answer  is  ves  and  no.  There  is  no  single  solution  that  works 
in  all  locations.  An  increase  in  housing  allowance  will  be  the  lowest  cost  solution 
in  some  areas.  In  others,  working  to  increase  the  private  sector  housing  niarket  is 
the  lowest  cost  solution.  In  other  locations,  the  lowest  cost  solution  is  repairing  the 
units  we  own  and  operate.  We  are  seeking  authority  to  make  the  best  business  deci- 
sion in  each  case.  Several  cost  analyses  have  been  conducted  that  demonstrate  that 
the  most  cost  effective  means  of  providing  housing  to  our  service  members  is  to 
allow  private  industry  to  meet  that  need.  However,  even  though  it  is  Department 
policy  to  rely  on  local  community  housing,  site  specific  market  analyses  indicate  that 

f)rivate  industry  is  not  willing  to  provide  housing  to  meet  military  demand  at  all 
ocations.  It  is  for  this  reason  the  additional  authorities  are  being  requested. 

TROOP  HOUSING:  ^ATUS  OF  NEW  CONSTRUCTION  STANDARD 

Senator  Byrd.  You  have  stated  that  consensus  on  a  standard  barracks  room  mod- 
ule has  been  developed,  and  that  as  soon  as  options  and  costs  are  fully  developed, 
Secretary  Perry  will  decide  the  matter.  When  is  this  process  expected  to  be  com- 
pleted, and  when  do  you  expect  Secretary  Perry  to  issue  a  decision? 

Mr.  GOTBAUM.  I  expectea  the  process  to  have  been  completed  by  now,  but  it  has 
not  been.  The  delay  in  finalizing  the  standard  has  arisen  from  two  quarters.  First, 
the  Department  believes  it  necessary  to  have  a  feasible  implementation  plan  on 
record  oefore  announcing  the  new  standard.  Were  we  to  do  otherwise,  the  Depart- 
ment would  create  false  expectations,  an  unreasonable  demand  on  limited  fiscal  re- 
sources, and  a  decrease  in  morale.  Second,  the  Department  is  confronting  the  need, 
expressed  by  the  Services,  to  identify  the  situations  under  which  the  new  standard 
will  not  be  applicable.  A  balance  must  be  struck  between  giving  the  Military  Depart- 
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ments  sufTicient  flexibility  to  tailor  barracks  construction  to  best  meet  the  needs  of 
their  members  and  assuring  that  a  satisfactory  degree  of  parity  exists  among  the 
services  in  this  important  quality-of-life  area.  These  issues  have  proved  more  dif- 
ficult to  resolve  than  we  had  originally  believed,  but  I  am  hopeful  that  a  decision 
will  be  issued  by  early  August. 

GOVERNMENT  COMMITMENTS 

Senator  Byrd.  You  identified  Government  commitments,  including  assurances 
that  the  military  "will  be  there  for  the  long  term,"  as  important  factors  inducing  pri- 
vate capital  and  developers  to  build  the  military  market.  Have  you  anticipated  costs 
to  the  Government  of  subsequent  decisions  to  realign  or  close  bases,  which  could  af- 
fect those  commitments? 

Mr.  GOTBAUM.  Yes.  Whenever  we  consider  entering  into  any  kind  of  contingent 
guarantee,  we  must  calculate  and  set  aside  an  amount  of  Budget  Authority  equal 
to  the  expected  payout  of  that  guarantee.  In  other  words,  we  will  factor  into  every 
guarantee  the  potential  cost  to  tne  Government. 

BURDEN  SHARING  ARRANGEMENTS  WITH  EUROPEAN  ALLIES 

Senator  Byrd.  You  have  noted  that  the  condition  of  bachelor  housing  at  overseas 
locations  ranges  from  inadequate  and  substandard  quarters  and  shortfalls  in  Europe 
to  generally  excellent  conditions  in  Japan.  Only  Japan  has  agreed  to  share  the  ex- 
pense of  berthing.  What  steps  has  the  Navy  taken  to  reach  agreements  on  reason- 
able burden  sharing  arrangements  with  our  European  allies? 

Mr.  PiRIE.  You  are  correct  in  that  the  condition  of  many  of  the  Navy's  bachelor 
quarters  is  substandard  and  that  we  have  significant  shortfalls  in  numbers  of  berth- 
ing spaces.  To  date,  the  Navy  has  had  mixed  success  in  obtaining  help  from  host 
nations  in  Europe.  In  the  United  Kingdom,  the  Ministry  of  Defense  (MOD)  Ifeis  pro- 
vided the  Navy  with  use  of  both  bachelor  and  family  housing  at  nearly  all  of  the 
bases  where  we  have  joint  and/or  U.S.  operations.  While  several  of  these  have  been 
returned  to  the  MOD  due  to  force  drawdowns,  we  presently  occupy  bachelor  housing 
provided  free  of  charce  by  the  MOD  in  London,  at  RAF  St.  Mawgan,  RAF  Brawdy, 
and  Naval  Security  Group  Activity  Edzell,  Scotland.  These  barracks  provide  berth- 
ing for  over  500  personnel. 

We  have  had  less  success  in  other  countries.  While  Italy,  Spain,  and  Greece  have 
provided  us  with  real  estate  to  operate  from  and  joint  use  of  runways,  piers,  and 
other  infrastructure,  they  have  not  made  bachelor  quarters  available  to  us  nor  of- 
fered funding  to  construct  new  facilities  specifically  for  United  States  use.  One  ex- 
ception is  the  Monte  Orlando  complex  in  Gaeta,  Italy  provided  to  the  U.S.  Sixth 
Fleet  by  the  Italian  MOD.  This  complex  contains  a  former  Italian  barracks  which 
we  chose  to  convert  to  operational  and  support  uses;  we  did  not  have  a  large  bar- 
racks requirement  in  Gaeta.  This  use  allowed  us  to  terminate  several  commercial 
leases  and  save  $400,000  per  year. 

HOUSING  PRIVATIZATION 

Senator  BVRD.  In  your  questions  for  the  record,  you  have  identified  a  small  subset 
of  Navy  and  Marine  Corps  facilities  are  most  acute,  including  Norfolk,  VA,  San 
Diego,  CA,  Oahu,  HI,  and  other  facilities  in  North  and  South  Carolina,  Florida,  and 
Georgia.  If  this  housing  pilot  program  is  initiated,  is  it  intent  to  institute  the  initial 
pilot  programs  in  these  problem  locations? 

Mr.  PiRIE.  The  Department  of  the  Navy  intends  to  work  with  the  Department  of 
Defense  in  identifying  and  selecting  candidate  locations,  including  the  aforemen- 
tioned ones,  for  use  of  the  new  legislative  authorities  contained  in  the  DOD  legisla- 
tive proposal. 


Questions  Submitted  by  Senator  John  Glenn 
family  housing  revitauzation  act 

Senator  GLENN.  Has  this  private  sector  financing  initiative  been  discussed  with 
base  commanders  or  base  housing  officials?  If  so,  what  suggestions,  criticisms,  or 
support  did  you  find  at  the  local  level — as  these  are  the  people  who  will  be  at  the 
heart  of  these  private  sector  family  housing  projects? 

Mr.  PiRIE.  The  private  sector  financing  initiative  has  been  discussed  with  major 
claimants,  base  connmanders  and  base  housing  officials.  Navy  and  Marine  Corps 
commanders  at  all  levels  expressed  support  ana  great  interest  in  the  initiative  and 
asked  CO  be  active  participants  if  the  legislation  is  enacted  by  Congress.  They  be- 
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lieve  the  private  sector  financing  initiative  would  be  a  useful  tool  in  providing  qual- 
ity housing  for  our  sailors  and  their  families  by  taking  advantage  of  local  housing 
opportunities. 

Mr.  Coleman.  The  Air  Force  was  a  member  of  the  OSD  Housing  Finance  Tiger 
Team  that  conducted  case  studies  at  Keesler  AFB,  Mississippi,  Fort  Hood,  Texas, 
Camp  Lejeune,  North  Carolina,  and  San  Diego,  California.  Installation  commanders 
at  these  locations  strongly  support  the  authorities  in  the  legislation.  They  under- 
stand that  appropriated  resources  in  current  budgets  cannot  solve  today's  housing 
problems  in  a  timely  fashion,  and  that  leveraging  those  resources  in  the  private  sec- 
tor can  help  greatly  in  providing  quality  housing  for  military  members  and  their 
families.  One  concern  voiced  during  the  case  studies  is  the  ability  to  retain  some 
degree  of  control  over  housing  built  or  renovated  using  private  sector  resources;  that 
is,  we  need  to  protect  our  investments  and  the  living  environment  of  our  families. 

Additionally,  Air  Force  Major  Commands  are  working  with  their  installations  to 
brief  commanders  and  housing  officers  on  the  legislative  proposal  and  to  identify 
and  develop  candidate  projects  for  private  sector  financing.  This  initiative  has  been 
received  positively,  and  commanders  want  to  know  more  about  the  mechanics  of  the 
contracts  that  would  be  used  to  produce  quality  housing  for  military  families. 

BACHELOR  HOUSING 

Senator  Glenn.  In  response  to  a  pre-hearing  question  on  what  three  installations 
in  each  service  are  experiencing  the  greatest  shortfall  in  unfunded  modernization, 
maintenance,  and  repair  requirements  for  barracks  and  dormitories,  you  responded: 

Army — Fort  Benning,  Fort  Polk,  and  Fort  Knox; 

Navy— NAS  Pensacola,  NS  Peari  Harbor,  and  NAS/NS  Norfolk; 

Marine  Corps — Camp  Lejeune,  Camp  Pendleton,  and  Twentynine;  Palms; 

Air  Force— Pope  AFB,  Travis  AFB,  and  Keesler  AFB. 

Can  you  provide  us  with  descriptions  and  associated  costs  of  the  unfunded  critical 
requirements  at  these  installations? 

Mr.  PiRIE.  The  total  O&MN  backlog  of  maintenance  and  repairs  reported  at  the 
end  of  fiscal  year  1994  by  each  of  the  Nav>'  installations  was  as  follows: 

~NoVy:  Dollars  in 
millions 

NAS/NTTC  Pensacola $42 

NAVSTA  Peari  Harbor  $20 

NAS/NAVSTA  Norfolk $86 

Marine  Corps: 

Camp  Lejeune  $20 

Camp  Pendleton  $10 

Twentynine  Palms  $12 

The  types  of  required  maintenance  and  repairs  reported  by  each  installation  for 
bachelor  quarters  are  similar,  and  include  fire  protection,  deficiencies  in  the  elec- 
trical, plumbing,  and  mechanical  systems,  physical  deterioration,  some  asbestos 
abatement.  There  are  also  seismic  repairs/upgrades  needed  at  Camp  Pendleton  and 
Twentynine  Palms.  In  addition,  our  current  fiscal  year  1997  Military  Construction 
Program  includes  a  $15.5  million  project  for  modernization  of  a  bachelor  quarters 
on  Ford  Island  at  NAVSTA  Peari  Harbor. 

Mr.  Coleman.  Pope  AFB  docs  not  have  sufiicient  facilities  to  accommodate  the 
1,758  unaccompanied  enlisted  personnel  (PN)  housing  requirement.  Existing  facili- 
ties, capable  oi  supporting  a  maximum  of  1,208  PN,  were  built  in  the  1960s  and 
have  had  no  major  upgrades  since  that  time.  Some  existing  substandard  dormitories 
have  central  latrines  which  do  not  meet  current  DOD  criteria.  Further,  these  dor- 
mitories are  not  co-located  with  associated  support  services  forcing  the  airmen  to 
commute  long  distances.  Additionally,  a  recent  air  installation  compatibility  utiliza- 
tion zone  (AICUZ)  study  refiects  noise  levels  in  the  dormitory  community  exceed  the 
recommended  level  for  residential  housing  and  existing  dormitories  do  not  have 
noise  attenuation  features.  The  Pope  dormitory  improvement  plan  includes  six  fu- 
ture MILCON  projects  with  a  total  program  cost  of  $63.4  million. 

Travis  AFB  aoes  not  have  sufficient  facilities  to  accommodate  the  2,091  unaccom- 
panied enlisted  personnel  (PN)  housing  requirement.  Existing  facilities,  capable  of 
supporting  a  maximum  of  1,427  PN,  were  built  in  the  1950s;  many  have  had  no 
major  upgrades  since  original  construction.  Further,  some  of  the  existing  sub- 
standard dormitories  still  have  central  latrines  which  do  not  meet  current  DOD  cri- 
teria. Additionally,  these  substandard  facilities  do  not  meet  California  seismic  codes, 
have  inadequate/failing  HVAC  system  and  insufficient  noise  attenuation,  and  con- 
tain both  asoestos  and  lead-based  paint  throughout.  The  Travis  dormitory  improve- 
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ment  plan  includes  13  future  MILCON  projects  with  a  total  program  cost  of  $140 
million. 

Keesler  AFB  has  a  dormitory  requirement  to  accommodate  3,800  PN  for  their 
technical  training  mission.  Existing  facilities  are  capable  of  supporting  a  maximum 
of  4,800  PN;  the  Keesler  dormitory  improvement  plan  provides  for  only  the  replace- 
ment of  the  required  3,800  spaces.  Existing  substandard  dormitories  were  con- 
structed in  the  1950s  and  have  had  no  major  upgrade  since  that  time.  Subject  dor- 
mitories have  central  latrines  which  do  not  meet  current  DOD  criteria.  Further, 
these  substandard  facilities  have  serious  structural  damage  due  to  foundation  settle- 
ment, contain  both  asbestos  and  lead-based  paint  throughout  the  facilities,  and  have 
inoperable  windows  and  inadequate/failing  HVAC  systems.  Additionally,  4  of  the  10 
existing  substandard  dormitories  are  located  within  an  aircraft,  accident  potential 
zone.  Tne  Keesler  dormitory  improvement  plan  includes  12  future  MILCON  projects 
with  a  total  program  cost  of  $145.1  million. 

FAMILY-HOUSING  OPERATIONS  AND  MAINTENANCE 

Senator  GLENN.  As  a  result  of  unfunded  maintenance  and  repair  requirements, 
has  your  service  had  to  permanently  or  temporarily  close  any  housing  units  in  your 
inventory? 

If  so,  where  are  these  units  located  and  have  these  units  been  repaired  and  re- 
opened? 

Mr.  PiRIE.  At  any  installation,  units  are  occasionally  closed  temporarily  to  allow 
for  repairs  that  can  not  be  conveniently  done  while  the  units  are  occupied.  While 
the  Navy  has  a  large  backlog  of  maintenance  and  repairs  for  housing,  recent  fund- 
ing increases  have  avoided  the  need  to  close  units  due  to  a  lack  of  maintenance  and 
repair  funding.  The  Marine  Corps  has  had  to  at  least  temporarily  close  units  due 
to  unfunded  maintenance  and  repair  rec^uirements.  These  closures  have  primarily 
been  caused  by  leaking  roofs,  exterior  sidmg,  interior  plumbing,  etc.,  which  resulted 
in  additional  damages  that  made  the  units  uninhabitable. 

Navy  housing  was  not  closed  due  to  under  funding  in  maintenance  and  repair. 
The  Marine  Corps  has  had  to  take  units  off-line  at  MCT  Camp  Pendleton,  CA; 
MCLB  Albany,  GA;  MCLB  Barstow,  CA;  MCAS  Cherry  Point,  NC;  MCAS  El  Toro, 
CA;  MCSA  Kansas  City,  MO;  MCRD  Parris  Island,  SC;  and  MCCDC  Quantico,  VA. 
While  some  of  these  units  have  been  brought  back  on-line  and  we  are  in  the  process 
of  correcting  some  of  the  worst  remaining  problems,  funding  in  fiscal  year  1995  is 
inadequate  to  bring  all  these  units  back  on-  line.  Funding  in  the  fiscal  year  1996 
budget  request  should  result  in  the  vast  majority  of  these  units  being  reopened. 

Mr.  Coleman.  This  does  not  apply  to  the  Air  Force. 

Senator  GLENN.  Secretary  Gotbaum,  it  is  my  understanding  that  DOD  is  working- 
with  the  military  services  in  reviewing  and  verifying  maintenance  and  repair  re- 
quirements as  part  of  the  Condition  Assessment  Survey  Program. 

Does  this  program  include  military  family  housing  maintenance  and  repair  re- 
quirements? if  not,  why  not  as  the  backlog  is  over  $2.5  billion? 

Mr.  Gotbaum.  Yes,  the  Condition  Assessment  Survey  includes  all  elements  of 
base  infrastructure,  including  family  housing,  support  facilities,  industrial,  roads 
and  grounds,  airfields,  and  plants,  in  addition  to  troop  housing  and  work  facilities. 

Senator  GLENN.  With  military  families  frequently  moving  from  base  to  base,  it 
seems  that  a  large  portion  of  the  services'  family  housing  maintenance  funds  would 
be  consumed  by  occupancy  turnover-type  maintenance. 

(A)  If  this  is  true,  have  the  services  looked  at  ways  to  reduce  the  cost  of  "turning" 
family  housing  units? 

(B)  What  incentive  is  there  for  a  young  family  to  take  care  of  the  unit  that  is  pro- 
vided for  them? 

Mr.  PiRIE.  (A)  Only  a  small  portion  of  housing  maintenance  funding  is  specifically 
required  for  change  of  occupancy  work.  Most  of  the  funding  is  required  for  service 
calls,  routine  and  preventative  maintenance,  interior  and  exterior  painting  and 
major  repairs  costing  less  than  $15,000  per  unit.  Whenever  possible,  repairs  and  re- 
curring maintenance  items  are  accomplished  during  large  change  of  occupancy  peri- 
ods in  order  to  avoid  inconvenience  to  occiipants. 

(B)  Each  military  member  moving  into  Government  quarters  is  provided  an  Occu- 
pant Military  Handbook  which  serves  as  a  ready  reference  for  rules  and  regulations 
governing  the  occupancy  of  family  housing  and  explains  services  and  facilities  avail- 
able. The  Handbook  provides  information  on  occupant  responsibilities,  occupant 
housekeeping,  self-help  program,  utilities  and  energy  conservation,  furniture,  pest 
control,  emergency  services,  and  other  services  and  support  facilities  available  to 
family  housing  occupants  such  as  transportation,  churches,  child  care  centers,  medi- 
cal facilities,  exchange  and  commissary.  Several  of  our  installations  have  self-help 
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academies  where  members  are  taught  how  to  operate  and  maintain  household  appli- 
ances; and  yard  of  the  month  programs.  All  of  these  programs  help  to  instill  a  sense 
pride  in  military  occupants. 

Mr.  Coleman.  Approximately  14  percent  of  our  maintenance  funding  is  used  for 
occupancy  turnover  maintenance  and  this  will  go  down  as  units  and  forces  stabilize 
upon  completion  of  the  BRAC  process.  There  are  monetary  incentives  for  a  young 
family  to  take  care  of  the  unit  provided  to  them.  The  family  must  pay  for  any  dam- 
ages to  a  unit  not  considered  fair  wear  and  tear.  In  addition,  a  clean,  well-main- 
tained house  will  be  easier  for  the  family  to  clean  or  will  cost  less  for  the  occupant 
to  have  it  done. 

rWhereupon,  at  4:20  p.m.,  the  hearing  was  adjourned.] 


DEPARTMENT  OF  DEFENSE  AUTHORIZATION 
FOR  APPROPRIATIONS  FOR  FISCAL  YEAR 
1996  AND  THE  FUTURE  YEARS  DEFENSE 
PROGRAM 


TUESDAY,  MAY  16,  1995 

U.S.  Senate, 
Subcommittee  on  Readiness, 
Committee  on  Armed  Services, 

Washington,  DC. 

DEPARTMENT  OF  DEFENSE  FINANCIAL  MANAGEMENT 

The  committee  met,  pursuant  to  notice,  at  9:07  a.m.,  in  room  SR- 
232A,  the  Russell  Senate  Office  Building,  Senator  John  Glenn  pre- 
siding. 

Committee  members  present:  Senators  Thurmond,  McCain, 
Levin,  and  Glenn. 

Committee  staff  members  present:  Richard  L.  Reynard,  staff  di- 
rector; and  George  W.  Lauffer,  deputy  staff  director. 

Professional  staff  members  present:  Charles  S.  Abell,  Jonathan 
L.  Etherton,  Lawrence  J.  Lanzillotta,  Joseph  G.  Pallone,  and  Cord 
A.  Sterling. 

Minority  staff  members  present:  Andrew  S.  Effron,  minority 
counsel;  and  Michael  J.  McCord,  professional  staff  member 

Staff  assistants  present:  Shelley  G.  Lauffer,  Kathleen  M. 
Paralusz,  and  Mickie  Jan  Wise 

Committee  members'  assistants  present:  Suzanne  M.  McKenna, 
assistant  to  Senator  Glenn;  Richard  F.  Schwab,  assistant  to  Sen- 
ator Coats;  David  A.  Lewis,  assistant  to  Senator  Levin;  William 
Owens,  assistant  to  Senator  Robb;  Randall  A.  Schleber,  assistant 
to  Senator  Bryan. 

OPENING  STATEMENT  OF  SENATOR  JOHN  GLENN,  PRESIDING 

Senator  Glenn.  Good  morning.  I  appreciate  all  of  you  being  here 
this  morning.  And  we  meet  once  again  on  what  seems  to  be  a 
never-ending  saga  of  looking  into  some  of  the  financial  manage- 
ment problems,  particularly  at  the  Department  of  Defense. 

On  the  surface,  you  mignt  not  think  of  financial  management  as 
a  major  readiness  issue  for  this  Readiness  Subcommittee  because 
it  does  not  seem  to  involve  troops  or  hardware  or  combat  capability 
directly.  We  think  about  the  literally  billions  and  billions,  tens  of 
billions  of  dollars  involved.  The  problems  that  DOD  has  experi- 
enced in  accounting  for  those  billions  of  dollars  to  pay  our  troops, 
purchase  the  new  weapon  systems  and  contribute  to  our  combat  ca- 
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pability,  financial  management  does,  indeed,  become  a  direct  readi- 
ness issue. 

For  every  dollar  we  save  in  management  efficiencies  is  a  dollar 
we  can  use  to  support  our  forces.  Unfortunately,  I  am  not  sure 
there  is  a  lot  we  can  do  to  make  any  discussion  of  financial  man- 
agement issues  any  more  interesting. 

When  I  talk  about  the  Defense  Business  Operations  Fund  or 
DBOF  or  about  unmatched  disbursements  and  negative  unliqui- 
dated obligations,  I  am  afraid  people's  eyes  too  often  start  to  glaze 
over.  But  these  issues  are  very  critically  important. 

We  have  had  hearings  both  on  this  committee  and  over  on  the 
subcommittee  as  well  as  on  Governmental  Affairs  that  I  chaired 
until  last  fall,  of  course.  And  we  have  had  numerous  hearings  over 
there  on  this  particular  subject.  I  will  not  take  this  opportunity  to 
chide  the  press  too  much,  except  to  say  we  have  had  hearings  on 
financial  management  over  there  where  there  was  not  one  single 
press  person  in  attendance  at  the  table. 

Today  we  have  some  other  people,  we  have  other  writing  going 
on,  some  of  it  in  the  Washington  Post  recently,  a  couple  of  articles 
in  the  Sunday  paper  and  so  on.  I  certainly  welcome  bringing  some 
of  these  things  to  the  fore.  And  as  the  article  in  the  Sunday  Wash- 
ington Post  indicates,  these  issues  cost  money,  big  bucks. 

In  Governmental  Affairs  we  are  about  to  begin  some  more  hear- 
ings on  reorganizing  government.  Beginning  with  the  elimination 
of  one  or  more  Cabinet  level  departments.  We  are  going  to  have  a 
parade  of  members  as  witnesses.  I  dare  say,  however,  that  if  one 
of  the  civilian  agencies  on  the  chopping  blocK  had  DOD's  record  on 
financial  management,  they  would  probably  be  at  the  top  of  the  hit 
list. 

Obviously,  because  of  DOD's  vital  role  to  our  national  security, 
it  will  not  be  threatened  with  extinction.  But  we  do  want  to  know 
who  is  accountable.  Much  of  what  the  Post  reported  is  not  nec- 
essarily new  news,  as  disturbing  as  it  was.  But  has  anybody  been 
sanctioned  as  a  result  of  these  losses  or  punished  or  fired  or  not 
promoted? 

It  seems  to  me  there  has  to  be  some  sort  of  penalty  for  what  ap- 
pears to  be  almost  malfeasance  in  office  sometimes.  And  I  am  not 
talking  about  the  people  over  there  right  now.  I  think  they  are 
making  an  amazing  amount  of  progress  considering  the  situation 
that  they  got  into. 

This  goes  back  a  long  time.  And  unless  and  until  we  have  a  sys- 
tem that  holds  those  making  decisions  accountable  for  their  per- 
formance, I  am  afraid  we  are  going  to  be  the  ones  extinct,  these 
problems  will  surely  outlive  us. 

One  of  the  centers  that  I  visited  a  short  time  ago  pays  out  prob- 
ably more  money  than  any  one  financial  center  in  the  world,  I 
would  guess.  It  pays  out  $35  million  on  an  average,  $35  million  per 
hour.  That  is  not  per  day  or  per  month.  That  is  $35  million  per 
hour.  I  think  that,  probably,  would  be  a  record  for  anywhere  in  the 
world.  And  I  would  add,  they  do  it  with  the  most  antiquated  sys- 
tems I  have  ever  seen  in  my  life.  Computers  are  practically  non- 
existent there. 

When  you  want  a  folder  on  a  particular  contract  or  information 
on  a  particular  contract,  you  send  a  runner  or  you  go  yourself  down 


565 

through  a  warehouse,  find  a  manila  folder,  bring  it  back,  unfold  it, 
lay  all  of  the  papers  out  on  the  desk  and  decide  what  you  are  going 
to  do;  and  at  the  end  of  that  process,  reverse  it  and  put  that  back 
out  there  again.  Certainly  we  can  do  better  than  that.  I  do  not 
want  to  harp  on  all  of  the  other  problems  we  have  uncovered  over 
the  years  both  here  and  at  Armed  Services  and  at  the  Govern- 
mental Affairs  Committee. 

In  the  many,  many  hearings  we  have  had  on  financial  manage- 
ment over  the  years,  we  have  already  reported  on  the  fact  that  tne 
Defense  Department  has  been  unable  to  produce  auditable  finan- 
cial statements.  It  has  unknowingly  overpaid  contractors  hundreds 
of  millions  of  dollars.  It  has  had  difficulty  recovering  some  of  these 
overpayments.  It  has  had  enormous  problems  with  what  are  called 
unmatched  disbursements,  in  other  words,  payments  made  that 
may  have  been  okay  or  not  okay.  We  are  not  saying  all  of  that 
money  was  wasted. 

But  there  is  no  paper  trail,  the  computer  trail,  the  record  trail, 
to  make  sure  that  it  was  legitimate.  And  those  are  a  problem.  Now, 
there  seem  to  be  as  many  reasons  for  these  problems  as  there  are 
problems. 

Comptroller  Hamre  recently  described  a  situation  in  a  letter  to 
me  as  a  "problem  that  is  both  very  simple  and  very  complicated. 
Over  the  past  40  years,  we  have  neglected  the  Department's  fi- 
nance and  accounting  systems." 

The  simple  part  is  that  this  neglect  caused  the  General  Account- 
ing Office  and  the  Office  of  Management  and  Budget  to  include 
DOD's  financial  management  in  their  respective  high-risk  areas. 
Those  are  areas  that  I  asked  the  Governmental  Affairs  Committee 
to  look  into  some  years  ago. 

The  GAO  looked  into  this  when  we  were  talking  about  where  the 
areas  of  greatest  danger  to  the  future  on  losing  large  amounts  of 
money  might  be.  And  they  took  that  on.  And  because  they  are  the 
watch  dog  for  us,  they  know  more  about  financial  management 
across  the  whole  length  and  breadth  of  government  than  anyone 
else. 

They  then  came  up  with  their  observations  as  to  what  they  felt 
would  be  the  highest  risk  area.  And  we  have  publicized  those  and 
tried  to  work  with  departments  on  that  particular  list. 

We  also  asked  the  Office  of  Management  and  Budget  to  inde- 
pendently come  up  with  their  own  estimate.  And  these  lists  have 
turned  out  to  coincide — most  of  the  time,  they  are  basically  the 
same  list. 

The  complicated  part  of  this  neglect  is  allowing  the  proliferation 
of  nearly  250  separate  accounting  systems;  systems  that,  most  of 
the  time,  cannot  communicate  witn  each  other  and  cannot  commu- 
nicate with  the  information  system  in  the  department's  other  func- 
tional areas  like  personnel,  acquisition  and  logistics. 

This  neglect  has  created  an  environment  that  lacks  internal  con- 
trols exposing  the  Department  to  fraud  and  waste  and  abuse.  It 
has  created  a  situation  where  none  of  the  services  can  produce  a 
simple  financial  statement  recording  their  assets  and  liabilities. 

For  example,  the  Air  Force  Audit  Agency  found  that  the  Air 
Force  counted  176  B-52  aircraft  valued  at  $1.8  billion.  It  counted 
them  twice  when  it  produced  its  financial  statements.  And  we  have 
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to  correct  things  like  that.  It  never  should  have  happened  to  begin 
with. 

The  DOD  has  laid  out  a  blueprint  to  tackle  these  problems.  And 
I  hope  we  will  spend  most  of  our  discussion  today  examining 
whether  that  blueprint  lays  out  the  right  course  of  action  in  solving 
this  mess  and  looking  at  what  progress  DOD  is  making  in  imple- 
menting that  blueprint. 

I  will  just  finish  by  sharing  my  belief  that  one  of  the  major  fac- 
tors in  fostering  this  neglect  at  DOD  was  a  lack  of  commitment 
among  the  department's  and  service's  leadership  through  the  years. 

I  think  that  has  changed.  I  have  had  personal  conversations,  a 
number  of  them,  with  Dr.  Perry,  with  Dr.  Deutch,  who  recently  left 
there  to  go  out  to  the  CIA  and  with  Dr.  Hamre.  They  share  my 
view  that  this  enormous  problem  must  be  solved.  And  I  believe 
that  that  commitment  is  a  huge  step  forward.  We  have  to  start  see- 
ing progress. 

So  I  welcome  today  the  Comptroller  General  who  over  the  past 
many  years  has  worked  to  bring  visibility  to  this  problem.  I  do  not 
know  how  many  hearings  we  have  sat  in  on  together  on  this  par- 
ticular subject.  But  it  is  quite  a  number  of  them  through  the  years. 

John  Hamre,  who  is  well  known  to  the  subcommittee  and  who 
has  the  monumental  task  of  straightening  out  this  situation  will 
also  be  here  a  little  later  in  the  morning  for  his  testimony 

One  of  the  things  that  I  want  to  get  at  today,  too,  is  just  a  defini- 
tion of  what  is  needed.  Do  they  need  more  money  for  computers? 
Did  we  hold  back  on  funding,  for  instance?  Do  they  need  more  peo- 
ple to  look  into  this?  Should  we  go  to  outside  help  in  taking  these 
manila  folders  I  spoke  of  and  computerizing  these  things  so  they 
can  be  called  up  so  we  get  more  expeditious  action?  In  other  words, 
is  part  of  the  problem  our  problem  here  on  the  Hill  and  what  we 
have  not  done,  also?  It  has  not  been  my  impression  that  that  is  the 
case.  But  I  will  find  out  about  that  today. 

So  with  that  introduction,  we  are  very  glad  to  have  you  with  us. 
Comptroller  General  Chuck  Bowsher,  and  look  forward  to  your  tes- 
timony. And  if  you  will  introduce  the  people  with  you  there  so  we 
have  it  for  the  record,  I  would  appreciate  it. 

STATEMENT  OF  CHARLES  A.  BOWSHER,  COMPTROLLER  GEN- 
ERAL OF  THE  U.S.  GENERAL  ACCOUNTING  OFFICE,  ACCOM- 
PANIED BY  JACK  BROCK,  DAVE  CONNOR,  AND  DAVE 
COOPER 

Mr.  Bowsher.  Thank  you  very  much,  Mr.  Chairman.  On  my  left 
is  Jack  Brock.  On  my  right  is  Dave  Connor  and  Dave  Cooper. 
These  are  all  members  of  our  SES  and  have  been  working  on  these 
issues  for  a  number  of  years  as  you  are  well  aware,  Mr.  Chairman. 

We  are  pleased  to  be  here  today  to  discuss  the  status  of  the  De- 
partment of  Defense's  efforts  to  reform  its  financial  management 
operations.  These  reforms  will  play  a  critical  role  in  making  sure 
that  every  possible  defense  dollar  goes  toward  maintaining  the 
readiness  of  the  fighting  forces  while  reducing  the  costs  of  DOD's 
support  operations. 

In  today's  environment,  it  is  absolutely  essential  that  DOD  has 
good  financial  management  information  to  make  reasonable  and 
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sound  resource  allocation  decisions  and  safeguard  its  huge  invest- 
ment in  assets  and  to  control  its  operating  costs. 

DOD,  as  you  pointed  out,  Mr.  Chairman,  has  now  recognized  the 
seriousness  of  its  financial  management  problems  and  the  urgency 
of  taking  corrective  action.  That  recognition  was  denied  for  a  long 
time.  But,  I  think,  today,  with  this  team,  there  is  no  question  that 
they  have  acknowledged  it  and  are  trying  to  do  something  about 
it.  However,  achieving  real  improvements  in  DOD's  financial  man- 
agement operations  represents  one  of  government's  most  difficult 
challenges. 

DOD  was  accountable  for  over  $1  trillion  in  assets,  over  3  million 
military  and  civilian  personnel,  and  over  $272  billion  in  expendi- 
tures in  fiscal  year  1994,  which  represents  approximately  50  per- 
cent of  the  government's  discretionary  spending. 

As  recognized  by  Secretary  Perry  and  highlighted  in  our  high- 
risk  series,  DOD  has  serious,  long-standing  problems  in  correctly 
disbursing  billions  of  dollars  in  payments  to  vendors  and  providing 
reliable  financial  and  cost  information  to  those  responsible  for  car- 
rying out  and  overseeing  DOD's  missions  and  programs. 

Today  I  will  discuss  DOD's  plans  for  reforming  its  financial  man- 
agement operations  and  our  suggestions  to  build  on  these  improve- 
ment plans.  This  subcommittee's  assistance  in  providing  continuing 
oversight  and  leadership  will  be  vital  to  the  success  of  these  efforts. 

I  do  believe,  Mr.  Chairman,  that  it  is  really  key  that  the  Armed 
Services  Committee  and  the  Appropriations  Committee  in  addition 
to  the  Government  Affairs  Committees  and  the  Government  Oper- 
ations Committees  really  keep  the  annual  oversight  on  this  par- 
ticularly difficult  situation  at  the  Department  of  Defense. 

Secretary  Perry's  annual  report  to  the  Congress  and  the  Presi- 
dent did  an  excellent  job  in  laying  out  the  need  for  financial  man- 
agement reform  and  in  identifying  the  underlying  causes  neces- 
sitating this  reform. 

Basically,  the  Secretary  stated  that  DOD's  financial  management 
structure  was  characterized  by  multiple  organizations  having  mul- 
tiple processes.  Over  time,  these  processes  produced  business  prac- 
tices that  were  complex,  slow  and  error-prone.  Exacerbating  the 
problem  are  some  250  separate  accounting  systems  which,  in  turn, 
have  different  data  standards  and  are  largely  incompatible. 

The  Secretary  also  laid  out  his  blueprint  for  reforming  the  De- 
partment's financial  management  operations.  The  blueprint  focuses 
on  six  key  elements;  one,  consolidate  the  finance  and  accounting 
operations;  two,  consolidate  finance  and  accounting  systems;  three, 
establish  pre-validation  for  disbursements;  four,  reengineer  DOD's 
business  practices;  five,  strengthen  internal  controls;  and  six,  im- 
prove management  incentives. 

We  at  GAO  support  this  blueprint.  It  appropriately  builds  upon 
the  reforms  mandated  by  the  Chief  Financial  Officers  Act,  the  (gov- 
ernment Performance  and  Results  Act  and  the  Government  Man- 
agement Reform  Act.  If  properly  implemented — and  that  is  a  big 
"if,  DOD's  reform  efforts  can  substantially  improve  financial  man- 
agement operations.  Now,  what  I  would  like  to  do  is  summarize 
each  of  these  six  efforts  here.  Consolidation  of  finance  and  account- 
ing operations  is  the  first  one. 
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In  an  effort  to  improve  Department-wide  financial  management 
operations,  in  January  1991,  DOD  established  a  single  organiza- 
tion, the  Defense  Finance  and  Accounting  Service,  which  is  known 
as  DFAS,  which  assumes  responsibility  for  DOD's  finance  and  ac- 
counting. 

This  is  a  single  organization.  And  since  its  inception,  DFAS  has 
explored  several  consolidation  initiatives.  Their  current  plan  is  to 
consolidate  over  300  defense  accounting  offices  into  5  large  existing 
finance  centers  and  20  new  sites  called  operating  locations  under 
those  5  large  finance  centers. 

Their  hope  with  this  plan  is  to  reduce  the  number  of  DOD  finan- 
cial management  personnel  from  46,000  to  23,000.  There  have  been 
several  moves  already  and  they  have  incurred  some  problems.  But 
they  are  moving  in  the  direction  of  what  this  plan  is.  We  do  have 
some  concern  about  whether  you  need  20  sites.  But  this  seems  to 
be  the  plan.  And  we  hope  that  this  DFAS  program  can  move  for- 
ward successfully. 

The  second  key  element  of  the  DOD's  blueprint  is  to  consolidate 
the  finance  and  accounting  system.  As  you  pointed  out,  Mr.  Chair- 
man, they  had  250  such  systems  when  they  started  this  program. 
For  example,  3  years  ago,  DOD  had  18  different  military  payroll 
systems.  Today  they  are  down  to  11.  They  hope,  by  1996,  to  have 
reduced  that  number  to  two  or  three. 

Some  of  the  tougher  areas  are  in  DBOF.  They  have  currently  80 
different  systems.  They  hope  to  reduce  that  to  17;  and  with  an  in- 
vestment of  about  $95  million  to  enhance  those  17  systems.  In  this 
area,  you  need  a  very  carefully  phased  approach  with  some  very 
key  milestones  on  how  this  is  going  to  be  achieved.  I  think  so  far 
this  effort  has  made  only  modest  progress. 

In  the  meantime,  it  is  awfully  important  in  the  DBOF  area  that 
they  concentrate  on  some  short-term  improvements  of  the  existing 
systems,  such  as  enforcing  the  current  accounting  policies  and  pro- 
cedures, analyzing  the  monthly  reports  for  problems  and  inaccura- 
cies and  identifying  what  they  can  do  from  that  information  and 
then,  to  take  the  steps  to  correct  those  identified  problems. 

The  third  major  element  of  Secretary  Perry's  blueprint  is  the 
DOD  disbursements.  And  that  is  where  they  have  some  of  the  big- 
gest problems  as  you  pointed  out  in  your  visit,  Mr.  Chairman.  You 
saw  firsthand  some  of  the  problems  that  people  are  coping  with  out 
there. 

The  DOD  estimates  this  problem  of  the  unmatched  disburse- 
ments to  be,  as  of  the  end  of  February,  about  $30  billion.  I  see  in 
the  testimony  this  morning  that  the  Comptroller  of  Defense  says  it 
is  down  to  $28.8.  That  has  come  down  from  over  $40  billion. 

However,  to  correct  this  problem  long-term,  DOD  has  adopted  a 
new  policy  of  requiring  funds  not  to  be  disbursed  until  the  proposed 
payments  are  prematched  to  the  obligation  data  in  the  official  ac- 
counting system.  In  other  words,  they  are  trying  to  get  the  dis- 
bursement and  the  accounting  systems  somewhat  integrated.  Be- 
ginning in  July  1995,  they  plan  to  do  this  for  all  payments  over  $5 
million.  And  then,  by  October  1995,  to  lower  that  threshold  to  $1 
million.  To  do  this  though  they  have  to  rely  on  a  new  electronic 
system  that  has  been  put  together. 
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They  are  just  starting  to  test  this  now.  So  one  of  our  concerns 
right  now  in  this  whole  area  is  whether  that  system  will  be  avail- 
able on  the  date  that  is  mandated  by  law,  which  is  July  1995. 

There  is  some  talk  about  doing  it  manually  if  the  system  is  not 
ready.  I  think  that  would  give  them  very  serious  problems.  This  is 
an  area  that  I  think  is  very  important  to  be  successful  in  the  next 
few  months  and  one  that  should  be  closely  monitored. 

Now,  of  course,  we  just  received  a  letter  from  the  Under  Assist- 
ant Secretary  of  Defense  (Comptroller),  dated  May  5.  We  just  re- 
ceived it  at  the  end  of  last  week  and  it  suspends  all  of  the  research 
to  resolve  negative  unliquidated  obligations  and  unmatched  dis- 
bursements, pointing  out  that  in  his  opinion  it  is  not  cost-effective 
to  keep  this  big  effort  going. 

Having  just  received  this  letter,  GAO  is  still  reviewing  this  situa- 
tion. We  do  have  some  concerns  on  how  this  is  going  to  be  imple- 
mented. The  DOD  needs  about  $11  billion  in  financing.  The  Navy 
needs  about  $10.5  billion  out  of  $11  billion  that  DOD  needs  by 
June  1.  I  think  if  they  match  against  some  of  the  old  balances,  you 
have  some  possible  3,679  violations  here  that  are  going  to  have  to 
be  watched  very  carefullv  as  these  postings  take  place.  I  think  this 
is  an  area  that  is  not  clear  how  this  is  going  to  unfold.  We  have 
to  know  more  about  this  letter. 

The  fourth  area  of  Secretary  Perry's  blueprint  is  reengineering 
business  practices;  I  think  we  reported  recently  on  travel  processes, 
which  is  a  good  example  where  you  have  700  processing  centers, 
1,300  pages  of  regulation,  practically  a  Byzantine  process  of  40 
steps  to  get  a  travel  voucher  approved  and  be  reimbursed. 

Therefore,  DOD  spent  about  30  percent  of  each  travel  dollar  on 
administrative  cost.  If  you  contrast  that  with  some  of  the  compa- 
nies in  the  private  sector  that  have  modernized  their  systems  in 
this  area,  they  get  it  down  to  as  little  as  1  percent.  So  there  is  a 
big,  big  potential  of  reducing  costs,  I  think,  in  this  area.  I  think 
DOD  basically  agrees  that  this  is  an  area  of  potential.  There  are 
many  others  like  that. 

The  fifth  area  is  of  strengthening  internal  controls.  Secretary 
Perry  has  directed  that  senior  DOD  managers  play  a  more  active 
role  in  identifying,  reporting  and  correcting  controls  throughout  the 
operations  of  the  Department  of  Defense.  DOD  has  been  much 
more  forward  and  candid  in  reporting  these  control  weaknesses  in 
their  annual  Federal  Managers'  Financial  Integrity  Act  report. 

It  was  something  we  had  a  problem  with  for  some  time.  And  they 
were  reluctant  to  report  these  problems.  They  are  now  reporting 
them  more  so;  and  also,  I  think  it  is  important  to  note  the  audits 
that  are  being  done  in  the  Army  and  the  Air  Force  by  the  IG.  And 
I  might  say,  Mr.  Chairman,  that  we  are  pleased  with  what  the 
DOD  audit  group  has  done  in  assuming  that  audit  role  after  we  did 
the  initial  audits. 

GAO  is  currently  looking  at  the  Navy  for  the  first  time.  And  of 
course,  we  are  finding  many  of  the  same  problems  that  we  found 
with  the  Army  and  the  Air  Force  as  we  do  this  first-time-through 
audit  of  the  Navy.  I  think  on  balance,  the  improved  systems  and 
procedures  that  will  flow  out  of  the  CFO  audits  are  one  of  the  keys 
to  really  improving  financial  management  at  the  Department  of 
Defense. 
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And  the  last  is  improving  management  incentives.  I  think  that 
gets  right  to  the  issue  of  DBOF  here.  DBOF  is  a  $75  billion  oper- 
ation, equal  to  one  of  the  biggest  corporations  in  the  country  or  the 
world. 

They  have  operated  now  under  the  new  concept  for  three  fiscal 
years  and  accumulated  over  $1  billion  of  losses.  To  cover  those 
losses,  they  have  increased  the  prices.  This  means  that  the  units 
in  the  Armed  Forces  that  have  to  pay  for  these  increased  prices, 
therefore,  are  going  to  achieve  less  readiness  dollars. 

So  I  think  it  is  a  very  serious  problem  at  DBOF  to  try  to  get  the 
cost  down,  try  to  get  the  infrastructure  down  and  try  to  produce 
what  was  hoped  for  when  we  created  DBOF.  That  is  a  more  effi- 
cient, effective  system  that  would  allow  the  services  to  have  more 
money  for  readiness.  As  long  as  we  have  these  problems  in  DBOF 
with  the  systems,  with  the  management  of  cash  and  everything 
like  that,  we  are  having  a  direct  effect  on  the  readiness  of  Armed 
Forces.  I  would  like  now  to  go  to  page  18  of  my  testimony  and  just 
read  the  conclusions  here. 

Mr.  Chairman,  reforming  DOD's  financial  management  oper- 
ations is  a  formidable  challenge,  but  certainly  achievable.  I  think, 
though,  at  this  time,  we  have  to  recognize  that  we  still  have  only 
made  modest  progress.  And  to  a  great  extent,  we  have  more  plans 
than  we  have  progress.  It  will  require  a  significant  investment  of 
time  and  money,  out  the  anticipated  cost  savings  and  improved 
management  controls  make  the  investment  worthwhile. 

In  addition  to  the  recommendations  noted  above,  I  suggest  that 
DOD  take  the  following  four  steps  over  the  next  several  months  to 
help  turn  Secretary  Perry's  blueprint  into  a  substantive  improve- 
ment: One,  determine  what  skills  are  required  to  ensure  that  the 
plan  is  developed  and  implemented.  Ensuring  that  DOD  has  the 
appropriate  number  of  staff  with  the  requisite  skills  will  be  key  to 
the  success  of  this  reform  initiative. 

Two,  provide  to  Congress  by  October  1,  1995,  more  specific  de- 
tails on  how  DOD's  reform  blueprint  will  be  implemented.  This 
should  be  provided  at  two  levels:  First,  a  strategic  overview  provid- 
ing more  detail  on  the  linkage  between  the  individual  reform  ele- 
ments, the  organizational  responsibility,  the  potential  costs  and  the 
identification  of  barriers/impediments  which  could  require  congres- 
sional attention;  second,  a  tactical  plan  for  fiscal  1996  which  pro- 
vides specific  details  for  each  element  on  expected  objectives  to  be 
reached,  steps  required  to  meet  those  objectives,  milestones  for 
each  step  and  performance  measures  so  that  progress  can  be 
tracked  and  evaluated. 

Mr.  Chairman,  as  you  remember  when  we  issued  our  best  prac- 
tices report,  we  pointed  out  that  many  times  in  the  government  we 
have  the  g^and  plans  of  how  we  are  going  to  improve  something 
but  we  do  not  get  it  down  to  specific  goals  and  milestones,  and  that 
we  report  on  an  annual  basis.  I  thinlc  that  is  very  important  here 
in  this  situation. 

The  third  major  recommendation  that  we  have  here  is  clean  up 
the  existing  data  in  the  financial  systems  and  place  special  empha- 
sis on  ensuring  that  basic  accounting  policies  and  procedures  are 
followed  so  as  to  improve  data  accuracy  in  the  current  systems 
while  new  systems  are  under  development. 


571 

I  think  this  is  very  important.  We  said  every  time  we  testified 
after  doing  one  of  our  financial  audits  that  there  is  much  that  can 
be  done  even  with  the  existing  systems  if  the  people  would  follow 
the  procedures,  the  policies,  and  if  there  were  some  discipline  put 
into  the  financial  management  arena. 

My  fourth  recommendation  is  one  that  I  had  made  a  couple  of 
years  ago  on  an  informal  basis  to  some  of  the  leaders  at  the  De- 
partment of  Defense.  I  now  want  to  make  it  officially.  I  really  think 
they  should  consider  establishing  an  independent  outside  board  of 
experts  to  provide  counsel,  oversight  and  perspective  to  the  reform 
efforts. 

I  really  think  that  would  be  very  helpful  to  them  in  this  big, 
mammoth  effort  to  reduce  the  problems  in  the  financial  manage- 
ment at  the  Department  of  Defense. 

Ultimately,  success  in  meaningful  financial  management  reform 
requires  the  sustained  attention,  cooperation  and  commitment  from 
top  management  across  the  Department.  Continued  oversight  from 
the  subcommittee,  and  as  I  pointed  out  earlier,  the  Armed  Services 
Committee  and  the  Appropriations  Committee,  the  other  commit- 
tees can  assist  DOD  in  carrying  out  the  objectives  of  its  reform 
blueprint. 

We  intend  to  continue  to  monitor  the  plan's  progress  and  to  pro- 
vide specific  evaluation  for  many  of  the  plan's  individual  compo- 
nents, including  financial  audits,  systems  reviews,  disbursement 
improvement  initiatives  and  reengineering  efforts. 

Mr.  Chairman,  that  concludes  my  testimony.  I  would  be  pleased 
to  answer  any  questions. 

Senator  Glenn.  Fine.  Thank  you  very  much. 

[The  prepared  statement  of  Mr.  Bowsher  followsil 

Prepared  Statement  by  Charles  A.  Bowsher,  Comptroller  General  of  the 

United  States 

Mr.  Chairman  and  Members  of  the  subcommittee: 

I  am  pleased  to  be  here  today  to  discuss  the  status  of  the  Department  of  Defense's 
(DOD)  efforts  to  reform  its  flnancial  management  operations.  These  reforms  will 
play  a  critical  role  in  making  sure  that  every  possible  defense  dollar  goes  toward 
maintaining  the  readiness  of  the  fighting  forces  while  reducing  the  costs  of  DOD's 
support  operations.  In  todays  environment,  it  is  absolutely  essential  that  DOD  has 
good  financial  management  information  to  make  sound  resource  allocation  decisions, 
safeguard  its  huge  investment  in  assets,  and  control  its  operating  costs. 

DOD  has  now  recognized  the  seriousness  of  its  financial  management  problems 
and  the  urgency  of  taking  corrective  action.  However,  achieving  real  improvements 
in  DOD's  financial  management  operations  represents  one  of  the  Government's  most 
difTicult  challenges.  DOD  was  accountable  for  over  $1  trillion  in  assets,  over  3  mil- 
lion military  and  civilian  personnel,  and  $272  billion  in  expenditures  in  fiscal  year 
1994,  which  represented  approximately  50  percent  of  the  Government's  discre- 
tionary spending.  As  recognized  by  Secretary  Perry  and  highlighted  in  our  high  risk 
series,^  DOD  has  serious,  long-standing  problems  in  correctly  disbursing  billions  of 
dollars  in  payments  to  vendors  and  providing  reliable  financial  and  cost  information 
to  those  resfmnsible  for  carrying  out  and  overseeing  DOD's  missions  and  programs. 

Today,  I  will  discuss  DOD's  plans  for  reforming  its  financial  management  oper- 
ations and  our  suggestions  to  build  on  these  improvement  efforts.  This  subcommit- 
tee's assistance  in  providing  continuing  oversight  and  leadership  will  be  vital  to  the 
success  of  these  efforts. 


^High-Risk  Series:  An  Overview  (GAO/HR-95-1,  February  1995). 
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DOD'S  EFFORTS  TO  REFORM  FINANCIAL  MANAGEMENT 

Secretary  Perry's  annual  report  to  the  Congress  and  the  President^  did  an  excel- 
lent job  in  laying  out  the  need  for  financial  management  reform  and  in  identifying 
the  underlying  causes  necessitating  that  reform.  Basically,  the  Secretary  stated  that 
DOD's  financial  management  structure  was  characterized  by  multiple  organizations 
having  multiple  processes.  Over  time,  these  processes  produced  "business  practices 
that  were  complex,  slow,  and  error-prone."  Exacerbating  the  problem  are  some  250 
separate  accounting  systems  which  in  turn  have  different  data  standards  and  are 
lareely  incompatible. 

The  Secretary  also  laid  out  his  blueprint  for  reforming  the  Department's  financial 
management  operations.  The  blueprint  focuses  on  six  key  elements: 

•  Consolidate  finance  and  accounting  operations; 

•  Consolidate  finance  and  accounting  systems; 

•  Establish  pre-validation  for  disbursements; 

•  Reengineer  DOD  business  practices; 

•  Strengthen  internal  controls;  and 

•  Improve  management  incentives. 

We  support  this  blueprint.  It  appropriately  builds  upon  the  reforms  mandated  by 
the  Chief  Financial  Ofticers  (CFO)  Act,  the  Government  Performance  and  Results 
Act,  and  the  Government  Management  Reform  Act.  If  properly  implemented,  DOD's 
reform  efforts  can  substantially  improve  financial  management  operations. 

CONSOLIDATE  FINANCE  AND  ACCOUNTING  OPERATIONS 

In  an  eflbrt  to  improve  Department-wide  financial  management  operations,  in 
January  1991,  DOD  established  a  single  organization — the  Defense  Finance  and  Ac- 
counting Service  (DFAS) — which  assumed  responsibility  for  DOD  finance  and  ac- 
counting. Operating  under  the  direction  and  control  of  the  DOD  Comptroller,  DFAS 
has  assumed  responsibility  for  all  DOD  accounting  systems  and  is  intended  to  in- 
crease the  quality,  efficiency,  and  efTectiveness  of  overall  DOD  financial  manage- 
ment. DFAS  is  also  attempting  to  improve  its  own  cost-effectiveness  by  reorganizing 
and  downsizing. 

While  DFAS  is  intended  to  significantly  enhance  the  efficiency  and  effectiveness 
of  DOD  financial  management  operations,  our  work  and  that  of  DOD  audit  organi- 
zations have  identified  a  number  of  problems — most  of  which  were  inherited  from 
the  military  services  when  DFAS  was  established.  DOD  must  overcome  these  prob- 
lems to  fulfill  DFAS'  goals.  For  example,  financial  audit  work  by  us  and  DOD  audi- 
tors has  noted  that: 

•  Responsibilities  for  the  Quality  of  financial  data  and  systems  were  not  clearly 
delineated  between  DFAS  and  the  military  services; 

•  Controls  were  lacking  and/or  inadequate  to  ensure  the  propriety  of  trans- 
actions, account  balances,  adjustments,  and  overall  financial  statement  and  report 
preparation  processes,  necessitating,  for  example,  over  $160  billion  in  amendments 
to  Navy's  financial  reports  filed  with  Treasury  for  fiscal  year  1993; 

•  DFAS  had  not  identified  financial  management  personnel  requirements — both 
in  terms  of  numbers  of  staff  and  their  qualifications — to  carry  out  financial  manage- 
ment functions;  and 

•  Inadequate  documentation  was  maintained  to  support  financial  data.^ 

It  is  evident  that  DFAS  has  many  improvements  to  make  in  its  systems  and  oper- 
ations before  the  efficiencies  envisioned  by  the  consolidation  of  the  DOD  financial 
operations  are  realized.  We  made  several  recommendations  in  this  area  to  clarify 
organizational  responsibilities  and  to  ensure  compliance  with  the  existing  account- 
ing policy  and  internal  control  requirements.  We  are  continuing  to  monitor  the  effec- 
tiveness of  DOD  actions  in  these  areas  as  part  of  our  ongoing  CFO  audits. 

Since  its  creation,  DFAS  has  explored  several  consolidation  initiatives  and  re- 
cently announced  plans  to  consolidate  over  300  defense  accounting  offices  into  five 
large  existing  finance  centers  ("megacenters")  and  20  new  sites  called  operating  lo- 
cations. If  successful,  the  consolidation  is  expected  to  allow  DFAS  to  reduce  the 


^Annual  Report  to  the  President  and  the  Congress  (William  J.  Perry,  February  1995). 

^Financial  Management:  Immediate  Actions  Needed  To  Improve  Army  Financial  Operations 
and  Controls  (GAO/AFMD-92-S2,  August  7,1992),  Financial  Management:  Strong  Leadership 
Needed  To  Improve  Army's  Financial  Accountability  (GAO/AIMD-94-12,  December  22,1993), 
Audit  of  the  Army's  Fiscal  Year  1993  Financial  Statements:  Audit  Opinion  (Army  Audit  Agency 
HQ-94--450,  June  30,  1994),  and  Defense  Finance  and  Accounting  Service  Work  on  the  Army  Fis- 
cal Year  1993  Financial  Statements  (DOD  IG  Report  No.  94-168,  July  6,  1994). 
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number  of  DOD  financial  management  personnel  from  46,000  to  about  23,000 — a 
50-percent  reduction.  DFAS  ofiicials  recognize  that  consolidation  alone,  however, 
will  not  result  in  productivity  gains.  DFAS  must  also  reengineer  and  standardize 
its  processes  and  systems  so  that  it  can  perform  finance  and  accounting  fijnctions 
adequately  with  fewer  people. 

We  see  DFAS'  effort  to  consolidate  activities  and  reduce  personnel  as  a  necessary 
step  toward  a  more  effective  and  efficient  accounting  service.  We  have  an  ongoing 
review  to  evaluate  whether  DFAS  has  taken  the  most  cost-effective  actions  in  this 
area  and  will  provide  the  subcommittee  a  copy  of  our  report  shortly. 

CONSOLIDATE  FINANCE  AND  ACCOUNTING  SYSTEMS 

DOD  has  acknowledged  that  its  financial  management  systems  are  antiquated 
and  cannot  be  relied  upon  to  provide  DOD  management  and  the  Congress  with  ac- 
curate and  reliable  information  for  use  in  decision-making.  DOD  has  a  major  effort 
underway  to  consolidate  over  250  finance  and  accounting  systems  in  use  today  to 
standard,  integrated  systems.'* 

To  date,  a  number  of  standard  systems  have  been  selected,  including  those  used 
for  civilian  pay,  military  retiree  and  annuitant  pay,  military  pay,  transportation 
payments,  debt  management,  and  contractor  payment.  The  implementation  of  these 
standard  systems — if  successful — is  expected  to  reduce  DOD's  cost  of  operating  re- 
dundant systems.  To  illustrate,  3  years  ago,  DOD  had  18  separate  military  payroll 
systems;  today,  there  are  11;  and  by  1996,  DOD  hopes  to  reduce  the  number  of  sys- 
tems to  two  or  three. 

While  progress  has  been  made  in  consolidating  finance  systems,  obstacles  hinder 
the  streamlining  of  DOD's  accounting  systems.  For  example,  as  discussed  in  our 
March  1995  report,'  one  of  the  primary  challenges  still  confronting  DOD  is  the  im- 
provement and  standardization  of  the  Defense  Business  Operations  Fund's  (DBOF) 
accounting  systems.  Currently,  about  80  disparate  and  unlinked  systems  are  pro- 
ducing DBOF  accounting  data.  Based  on  DFAS'  analyses,  17  systems  were  rec- 
ommended as  the  DBOF  interim  migratory  systems. 

According  to  DOD's  preliminary  estimate,  it  will  cost  $94.5  million  to  enhance  the 
17  systems  to  meet  DBOF's  minimum  functional  requirements.  DOD  acknowledges 
that  these  costs  will  probably  be  higher.  However,  DOD's  estimate  does  not  include 
the  following  costs:  (1)  improvements  needed  to  meet  minimum  technical  require- 
ments, (2)  data  conversion  from  the  existing  systems  to  the  interim  migratory  sys- 
tems, (3)  development  of  interfaces  with  nonfinancial  systems,  such  as  logistics  and 
personnel,  which  generate  much  of  DOD's  financial  data,  (4)  training  ofjpersonnel 
who  will  operate  and  enter  data  into  the  interim  migratory  systems,  and  (5)  replace- 
ment of  63  existing  systems  with  the  17  interim  migratory  systems.  The  DOD 
Comptroller  has  directed  that  either  a  cost  analysis  or  mnctional  economic  analysis 
be  performed  to  more  precisely  determine  the  total  costs  to  enhance  these  systems. 
Because  of  the  poor  condition  of  the  systems  and  the  magnitude  of  the  total  cost 
to  upgrade  the  selected  systems,  we  have  recommended  that  a  functional  economic 
analysis  be  performed  for  each  of  the  systems  selected  as  a  DBOF  interim  migratory 
system.® 

It  could  be  many  years  until  DOD  implements  new  and  improved  systems.  Until 
this  occurs,  DOD  will  have  to  rely  on  its  existing  systems  and  reports  produced  from 
those  systems  for  decision-making.  Thus,  DOD  needs  to  concurrently  pursue  short- 
term  efibrts  to  improve  the  quality  of  the  information  in  its  systems,  such  as  (1) 
following  and  enforcing  current  accounting  policies  and  procedures,  (2)  reviewing 
and  analyzing  its  monthly  reports  to  identify  inaccuracies,  and  (3)  taking  the  steps 
needed  to  correct  the  identified  problems. 

DOD  DISBURSEMENTS 

DOD  recognizes  that  it  has  a  serious  problem  of  not  being  able  to  properly  match 
disbursements  with  obligations.  Without  such  matching,  there  is  a  substantial  risk 
that  (1)  fraudulent  or  erroneous  payments  may  be  made  without  being  detected  and 
(2)  cumulative  amounts  of  disbursements  may  exceed  appropriated  amounts  and 


*  Finance  systems  process  payments  to  DOD  personnel  and  contractors,  whereas  accounting 
systems  accumulate  and  record  operating  and  capital  expenditures,  appropriations,  revenues, 
and  other  receipts. 

'^Defense  Business  Operations  Fund:  Management  Issues  Challenge  Fund  Implementation 
(GAO/AIMD-95-79,  March  1,  1995). 

'A  cost  analysis  is  not  as  detailed  as  a  functional  economic  analysis.  It  includes  estimates 
of  the  costs  to  (1)  enhance  the  system  to  meet  minimum  functional  and  technical  requirements, 
(2)  develop  interfaces,  (3)  deploy  the  systems,  and  (4)  develop  implementation  milestones.  It  does 
not  include  an  analysis  of  (1)  alternatives,  (2)  bcncflts/costfl,  or  (3)  life  cycle  costs. 
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other  legal  limits.  As  of  February  1995,  DOD  determined  that  problem  disburse- 
ments total  about  $30  billion.  Resolving  these  problem  disbursements  is  critical  to 
improving  DOD  financial  management  because  of  the  significant  amount  of  funds 
DOD  obligates  and  disburses  each  year. 

To  attempt  to  correct  this  problem,  DOD  has  adopted  a  policy  of  requiring  funds 
not  to  be  disbursed  until  the  proposed  payments  are  prematched  to  the  obligation 
data  in  the  official  accounting  systems.  Beginning  in  July  1995,  DOD  will  require 
such  validations  for  all  payments  over  $5  million.  In  October  1995,  that  threshold 
wiU  drop  to  include  all  payments  over  $1  million.  DOD  is  developing  plans  to  ex- 
pand this  validation  requirement  to  cover  all  payments.  We  believe  that  this  initia- 
tive is  moving  DOD  in  the  right  direction. 

The  initiative  should  help  ensure  that  the  (1)  disbursements  are  properly  matched 
to  the  corresponding  obligations  and  (2)  obligation  and  disbursement  data  are  re- 
corded accurately  in  the  accounting  records.  A  key  component  of  the  initiative  is  to 
electronically  move  the  obligation  and  disbursement  data  between  the  accounting 
and  disbursing  systems  to  perform  the  validation.  If  the  project  is  not  completed  by 
July  1995,  DOD  plans  to  do  the  validation  manually.  However,  it  may  prove  difficult 
to  perform  the  validation  manually  when  the  threshold  drops  to  $1  million,  increas- 
ing the  number  of  transactions  to  be  validated  fivefold  to  about  17,000  annually.  We 
have  efforts  underway  evaluating  DOD's  actions  to  resolve  this  problem  and  will 
provide  the  subcommittee  a  copy  of  the  report  when  it  becomes  available. 

With  regard  to  the  existing  problem  disbursements,  on  May  5,  1995,  the  DOD 
Comptroller  issued  guidance  which  suspended  the  research  to  resolve  negative  un- 
liquidated obligations  and  unmatched  disbursements  for  transactions  that  met  the 
following  general  criteria:  (1)  exceeding  the  records  retention  period  of  6  years  and 
3  months,  (2)  relating  to  contracts  that  have  been  audited  and  closed,  and  (3)  falling 
below  the  small  purchase  threshold.  This  is  to  be  a  one-time  exception  to  the  re- 
quirement to  research  transactions,  and  it  expires  on  September  30,  1995.  The  DOD 
Comptroller  said  that  this  decision  was  made  because  it  was  not  cost-effective  to  try 
to  reconstruct  all  of  the  old  records  that  are  incomplete  and  in  some  cases  no  longer 
exist.  We  have  just  received  the  May  5  guidance  and  will  be  following  up  on  this 
matter. 

REENGINEER  BUSINESS  PRACTICES 

DOD's  financial  management  is  severely  hampered  by  its  complex,  duplicative 
business  processes,  many  of  which  have  been  developed  in  piecemeal  fashion  over 
decades.  DOD  correctly  recognizes  that  poor  business  processes  produce  poor  finan- 
cial management  systems  and  operations. 

We  recently  reported  that  DOD's  administrative  travel  processes  were  overly  com- 
plicated with  over  700  processing  centers,  1,300  pages  of  regulations,  and  a  byzan- 
tine  process  that  required  the  traveler  to  go  through  some  40  steps  to  get  travel  ap- 
proval and  reimbursement.''  The  result:  DOD  spent  over  30  percent  of  each  travel 
dollar  on  administrative  cost.  By  contrast,  companies  with  the  best  travel  processes 
have  one  disbursing  center,  10  to  20  pages  of  regulations,  and  10  or  fewer  process 
steps.  These  companies  spend  as  little  as  1  percent  of  their  travel  dollar  on  adminis- 
trative costs  without  sacrificing  cost-effective  internal  controls. 

The  potential  for  savings  is  enormous.  DOD  has  recognized  that  it  could  save  hun- 
dreds of  millions  of  dollars  yearly  by  reengineering  its  travel  process  and  has  such 
an  effort  underway.  Further,  by  simplifying  the  travel  process,  DOD's  financial  re- 
porting and  systems  would  also  be  simplified,  making  it  less  difficult  to  provide 
timely,  accurate  data.  DOD  has  in  place  a  task  force  charged  with  reengineering 
and  simplifying  administrative  travel  processes.  Making  the  fundamental  process 
improvements  necessary  to  achieve  real  progress  will  be  difficult  and  will  require 
sustained  management  involvement.  Currently,  that  involvement  is  being  provided. 

The  potential  for  savings  in  other  areas  may  be  even  greater.  DOD  may  well  have 
similar  opportunities  in  many  of  its  functional  business  areas.  While  DOD's  mission 
is  unique,  its  back -office  functions  (e.g.  payroll/personnel  systems)  and  many  of  its 
support  functions  are  similar  to  those  carried  out  in  the  private  sector.  DOD  is  now 
planning  to  evaluate  the  potential  for  reengineering  a  number  of  these  areas.  We 
support  these  efforts  and  will  continue  to  evaluate  DOD's  progress  in  fundamentally 
improving  its  business  processes. 


''Travel  Process  Reengineering:  DOD  Faces  Challenges  in  Using  Industry  Practices  to  Reduce 
Costs  (GAO/AIMD/NSlAD-95-90,  March  2,  1995). 
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STRENGTHEN  INTERNAL  CONTROLS 

Strong  internal  controls  are  critical  to  efTectively  controlling  and  accounting  for 
an  estimated  $1  trillion  in  DOD  assets  worldwide.  Without  efTective  internal  con- 
trols, DOD  cannot  ensure  that  assets  are  properly  controlled  and  protected  against 
fraud,  waste,  and  mismanagement.  Secretary  Perry  has  directed  that  senior  man- 
agers play  a  more  active  role  in  identifying,  reporting,  and  correcting  poor  controls. 
He  has  also  pointed  out  that  the  CFO  Act  has  contributed  to  the  recognition  and 
understanding  of  the  scope  and  depth  of  the  financial  management  problems  that 
DOD  must  overcome  and  nas  also  provided  a  mechanism  to  measure  progress. 

We  endorse  the  thrust  of  DOD's  efforts  in  this  area.  In  the  past,  we  were  critical 
of  DOD's  failure  to  acknowledge  its  fundamental  internal  control  deficiencies  in  its 
Federal  Managers'  Financial  Integrity  Act  (FMFIA)  reporting.  However,  more  re- 
cently, we  have  been  encouraged  by  DOD's  more  complete  and  realistic  reporting 
on  its  internal  control  weaknesses. 

The  importance  of  Secretary  Perry's  recognition  of  the  CFO  Act  as  a  vehicle  for 
improving  DOD's  financial  operations  and  as  a  framework  for  measuring  progress 
also  cannot  be  overstated.  We  have  strongly  endorsed  the  Congress'  recent  efforts 
to  improve  Government-wide  financial  management  through  the  Government  Man- 
agement Reform  Act.  This  legislation  expanded  the  CFO  Act  pilot  requirements  for 
agency-wide  annual  audited  financial  statements  to  all  24  CFO  Act  departments 
and  agencies,  and  established  a  requirement  for  auditing  the  federal  government's 
fiscal  year  1997  financial  statements.  These  audits  will  provide  an  important  vehicle 
for  DOD  to  obtain  an  annual,  independent  "scorecard"  evaluation  of  the  adequacy 
and  effectiveness  of  its  controls  and  safeguards  for  protecting  the  hundreds  of  bil- 
lions of  dollars  of  taxpayer  resources  entrusted  to  DOD,  and  for  ensuring  that  DOD 
accurately  reports  on  its  financial  condition  and  operations. 

However,  as  portrayed  in  Secretary  Perry's  blueprint,  DOD  faces  a  daunting  chal- 
lenge if  it  is  to  realize  demonstrable  improvements  in  this  area.  While  his  recogni- 
tion of  the  extent  and  nature  of  the  challenge  facing  DOD  is  an  extremely  important 
first  step,  much  more  is  needed.  If  DOD  is  to  achieve  the  CFO  mandate  for  tne  suc- 
cessful completion  of  a  comprehensive  financial  statement  audit  for  fiscal  year  1996, 
disciplined  adherence  to  a  tight  timetable  for  specific  actions  must  be  achieved. 

As  shown  in  the  attachment  to  this  testimony,  none  of  the  military  services  or 
major  DOD  components  have  produced  reliable  financial  statements  since  the  pas- 
sage of  the  CFO  Act  in  1990.  Our  financial  audits,  as  well  as  those  of  DOD  auditors, 
have  fwinted  out  pervasive,  long-standing  problems  in  the  military  services'  finan- 
cial operations.  Our  preliminarv  observations  from  our  ongoing  financial  audit  of  the 
Navys  financial  operations  indicates  similar  conditions  exist  for  the  Navy,  includ- 
ing: 

•  An  absence  of  transaction-driven  general  ledgers  which  are  a  prerequisite  for 
establishing  rudimentary  double-entry  accounting  control; 

•  Inaccuracies  in  recording  quantities  and  values  for  many  assets,  including  hun- 
dreds of  billions  of  dollars  of  weapon  systems  and  equipment;  and 

•  Billions  of  dollars  in  financial  reporting  errors  which  were  not  detected  or  cor- 
rected because  required  reviews  were  not  performed. 

However,  in  addition  to  the  Secretary's  blueprint,  we  would  like  to  point  out  two 
encouraging  developments  with  regard  to  DOD's  CFO  Act  implementation.  First,  I 
commend  DOD's  audit  community  for  its  efforts  in  support  of  the  CFO  Act,  includ- 
ing assuming  responsibility  for  financial  audits  of  the  Army  and  Air  Force,  develop- 
ing its  information  systems  auditing  capability,  and  devising  an  approach  for  audit- 
ing all  major  DOD  components  for  fiscal  year  1996.  Second,  Army's  proactive  ap- 
proach to  implementing  the  CFO  Act  has  been  noteworthy.  After  our  audit  of  the 
Army's  fiscal  year  1991  financial  statements,  its  top  leadership  made  strong,  visible 
commitments  to  addressing  the  act's  objectives.  Tnis  momentum  continues  today. 
The  Army's  advice  is  now  sought  by  other  DOD  components  seeking  to  upgrade 
their  financial  reporting  capabilities. 

IMPROVE  MANAGEMENT  INCENTIVES 

One  of  the  major  management  initiatives  that  DOD  has  undertaken  to  reduce  the 
cost  of  its  infrastructure  was  the  establishment  of  DBOF  in  October  1991.  By  con- 
solidating the  nine  existing  industrial  and  stock  funds  operated  throughout  DOD, 
the  Department  intended  to  focus  management  attention  on  the  total  costs  of  carry- 
ing out  certain  critical  DOD  business  operations  and  to  help  manage  those  costs 
more  effectively.  This  goal  mirrors  the  objectives  of  the  National  Performance  Re- 
view, which  is  aimed  at  achieving  cost  efficiencies  in  the  Federal  Government. 
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DBOF  is  modeled  after  business-like  operations  in  that  it  maintains  a  buyer-seller 
type  of  relationship  with  its  customers,  primarily  the  military  services.  For  fiscal 
year  1996,  DBOF  is  estimated  to  have  revenues  of  $75  billion,  which  makes  it  equiv- 
alent to  one  of  the  largest  corporations  in  the  world.  DBOF  provides  such  essential 
goods  and  services  as  the  (1)  overhaul  of  ships,  tanks,  and  aircraft  and  (2)  sale  of 
over  5  million  types  of  vital  inventory  items,  such  as  landing  gears  for  aircraft. 
Many  of  these  goods  and  services  are  essential  to  maintaining  the  military  readi- 
ness of  our  country's  weapons  systems.  Unlike  a  private  sector  enterprise  which  has 
a  profit  motive,  DBOF  is  to  operate  on  a  break -even  basis  by  recovering  the  current 
costs  incurred  in  conducting  its  operations. 

Since  its  inception,  DBOF  has  been  plagued  with  numerous  problems.  To  specifi- 
cally address  these  problems,  in  September  1993,  the  Deputy  Secretary  of  Defense 
and  the  Secretaries  of  the  Army,  Navy,  and  Air  Force  approved  the  Defense  Busi- 
ness Operations  Fund  Improvement  Plan,  which  identified  the  specific  actions  and 
milestones  for  addressing  the  problems  that  hindered  DBOPs  operations.  In  Feb- 
ruary 1995,  DOD  reported  to  the  congressional  defense  committees  that  it  had  made 
"tremendous  progress  in  rectifying  or  reducing  many  of  the  problems  in  the  Plan." 
For  the  reasons  highlighted  as  follows  and  discussed  in  detail  in  our  March  1995 
report,^  we  disagree  with  DOD's  assessment. 

DBOF  has  not  been  able  to  meet  its  financial  goal  of  operating  on  a  break -even 
basis.  During  the  first  3  years  of  operations — fiscal  years  1992  through  1994 — 
DBOF  reported  a  cumulative  loss  of  about  $1.2  billion.  Of  that  amount,  the  Navy, 
the  Army,  and  DOD  components  reported  losses  of  $1  billion,  $255  million,  and  $291 
million,  respectively,  whereas  the  Air  Force  reported  a  gain  of  $407  million.  In  ac- 
cordance with  DOD's  policy,  the  prices  charged  DBOF  customers  are  to  be  increased 
to  recover  these  losses.  We  have  recommended  to  the  Congress  that  DOD  not  in- 
crease prices  to  recover  prior  year  losses.  We  have  taken  the  position  that  DBOF, 
not  the  customer,  should  be  required  to  request  additional  funds  through  the  appro- 
priation process  to  recover  losses.  As  part  of  the  justification,  DOD  should  explain 
variances  between  the  budgeted  and  actual  results  of  operations  for  each  business 
area.  Our  approach  would  provide  additional  congressional  oversight  over  the  oper- 
ations of  DBOF  by  giving  the  Congress  an  opportunity  to  review  DBOF  operations, 
determine  if  additional  funds  are  actually  needed,  and  evaluate  the  effectiveness  of 
DOD's  management  of  DBOF.  It  would  also  provide  a  strong  incentive  to  properly 
set  prices  and  focus  attention  on  the  current  cost  of  operations. 

A  key  element  in  reducing  DOD's  cost  of  operations  through  DBOF  is  its  ability 
to  accurately  identify  the  total  costs.  As  pointed  out  in  our  March  1995  report,  DOD 
lacks  the  management  tools  to  accomplish  this  task.  DBOF  continues  to  struggle 
with  improving  the  accuracy  and  reliability  of  financial  data  on  its  operations.  For 
the  most  part,  DBOF  is  operating  the  same  antiquated  systems  which  it  inherited 
from  the  old  industrial  and  stock  funds.  Our  analysis  of  DBOF's  financial  and  budg- 
et reports  have  shown  that  they  differ  by  billions  of  dollars  for  net  operating  results. 
DBOF's  fiscal  year  1993  financial  and  budget  reports  differed  by  $5.9  billion,  where- 
as the  fiscal  year  1994  reports  differed  by  $4.4  billion.  The  net  operating  results  are 
a  key  factor  in  setting  prices  DBOF  will  charge  its  customers.  As  a  result  of  these 
problems,  DOD  cannot  be  certain  (1)  of  the  actual  operating  results  for  DBOF  and 
(2)  if  the  prices  DBOF  will  charge  its  customers  are  reasonable. 

We  are  also  concerned  about  DOD's  management  of  DBOF's  cash.  When  DBOF 
was  established,  the  responsibility  for  managing  cash  was  placed  under  the  Office 
of  the  Secretary  of  Defense  (Comptroller).  One  of  the  benefits  that  has  resulted  from 
the  establishment  of  DBOF  was  the  reduction  in  the  amount  of  cash  needed  for  day- 
to-day  operations.  However,  on  February  1,  1995,  the  management  of  cash  and  re- 
lated Antideficiency  Act  limitations  was  returned  to  the  military  service  and  DOD 
component  level.  This  change  is  a  major  departure  from  the  benefits  of  a  single  cash 
balance  DOD  cited  in  establishing  DBOF  and  could  result  in  DBOF"s  cash  require- 
ments increasing.  In  addition,  because  of  the  policy  change,  the  Army,  Navy,  and 
Air  Force  components  of  DBOF  have  again  advanced  billed  customers.  According  to 
DOD,  about  $2.7  billion  was  advanced  billed  in  the  beginning  of  1995 — meaning  cus- 
tomers are  paying  for  goods  and  services  before  they  are  rendered  which  is  not  a 
business-like  practice.  This  increased  the  amount  of  advance  billings  to  $4.2  billion 
as  of  March  1995.  We  have  recommended  that  DOD  reverse  the  decision  to  transfer 
the  management  of  DBOF  cash  to  the  military  services  and  DOD  components. 
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CONCLUSIONS 


Mr.  Chairman,  reforming  DOD's  financial  management  operations  is  a  formidable 
challenge,  but  certainly  achievable.  It  will  require  a  significant  investment  of  time 
and  money,  but  the  anticipated  cost  savings  and  improved  management  controls 
make  the  investment  worthwhile.  In  addition  to  the  recommendations  noted  above, 
I  suggest  that  DOD  take  the  following  four  steps  over  the  next  several  months  to 
help  turn  Secretary  Perry's  blueprint  into  substantive  improvements. 

•  Determine  what  skills  are  required  to  ensure  that  the  plan  is  developed  and 
implemented.  Ensuring  that  DOD  has  the  appropriate  number  of  staff  with  the  req- 
uisite skills  will  be  key  to  the  success  of  the  reform  initiative. 

•  Provide  to  Congress  by  October  1,  1995,  more  specific  details  on  how  DOD's  re- 
form blueprint  will  be  implemented.  This  should  be  provided  at  two  levels.  First, 
a  strategic  overview  providing  more  detail  on  the  linkage  between  the  individual  re- 
form elements,  organizational  responsibility,  potential  costs,  and  identification  of 
barriers/impediments  which  could  require  congressional  attention.  Second,  a  tactical 
plan  for  fiscal  year  1996  which  provides  specific  details  for  each  element  on  expected 
objectives  to  be  reached,  steps  required  to  meet  those  objectives,  milestones  for  each 
step,  and  performance  measures  so  that  progress  can  be  tracked  and  evaluated. 

•  Clean  up  the  existing  data  in  the  financial  systems  and  place  special  emphasis 
on  ensuring  that  basic  accounting  policies  and  procedures  are  followed  so  as  to  im- 
prove data  accuracy  in  the  current  systems  while  new  systems  are  under  develop- 
ment. 

•  Establish  an  independent,  outside  board  of  experts  to  provide  counsel,  over- 
sight, and  perspective  to  reform  efforts. 

Ultimately,  success  in  meaningful  financial  management  reform  requires  the  sus- 
tained attention,  cooperation,  and  commitment  from  top  management  across  the  De- 
partment. Continued  oversight  from  this  subcommittee  can  assist  DOD  in  carrying 
out  the  objectives  of  its  reform  blueprint.  We  intend  to  continue  to  monitor  the 
plan's  progress  and  provide  specific  evaluations  of  many  of  the  plan's  individual 
components  including  financial  audits,  systems  reviews,  disbursement  improvement 
initiatives,  and  reengineering  efibrts. 

Mr.  Chairman,  this  concludes  my  testimony.  I  will  be  happy  to  answer  questions 
that  you  or  Members  of  the  Subcommittee  may  have. 
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REPORTING  ON  FISCAL  YEARS  1993  AND  1992  POD  FINANCIAL  STATEMENTS' 


Reporting  Entity 

Fiscal  Year  1993 
Reports 

Fiscal  Year  1992 
Reports 

Department  of  the  Army 

Disclaimer 

Disclaimer 

Department  of  the  Navy 

No  audit  performed 

No  audit  performed 

Navy  Management  Fund 

Adveree  opinion" 

No  audit  performed 

U.S.  Naval  Academy  Gifl  Fund 

Qualified  opmion" 

No  audit  performed 

U.S.  Naval  Academy  Museum  Fund 

Qualified  opinion" 

No  audit  performed 

Department  of  the  Air  Force 

Disclaimer 

Disclaimer 

Defense  Business  Operations  Fund  ' 

No  major  component  of 
DBOF  received  an 
unqualified  opinion' 

No  major  component  of 
DBOF  received  an 
unqualified  opinion' 

William  Langer  Jewel  Bearing  Plant  Revolving 
Fund 

No  audit  performed 

No  audit  performed 

National  Defense  Stockpile  Transaction  Fund 

No  audit  performed 

Disclaimer 

Pentagon  Reservation  Maintenance  Revolving 
Fund 

Adverse  opinion 

Disclaimer 

Emergency  Response  Fund,  Defense 

No  audit  performed 

Disclaimer 

Homeowners  Assistance  Fund,  Defense 

Adverse  opinion 

Adverse  opinion 

DOD  Military  Retirement  Trust  Fund 

No  audit  performed 

Unqualified  opinion 

Voluntary  Separation  Incentivo  Trust  Fund 

Adverse  opinion 

No  audit  performed 

DOD  Education  Benefits  Fund 

Adverse  opinion 

Disclaimer 

National  Security  Education  Trust  Fund 

Unqualified  opinion 

Qualified  opinion 

Defense  Commissary  Surcharge  Account 

Managemerrt  data  audit 

Disclaimer 

Defense  Security  Assistance  Agency 

Management  data  audit 

No  opinion  rendered 

Special  Defense  Acquisition  Fund 

Management  data  audit 

Disclaimer" 

Foreign  Military  Loan  Liquidating  Ac(X}unt 

Management  data  audit 

Unquayfied" 

Foreign  Military  Financing  Direct  Loan 
Financing  Account 

Management  data  audit 

No  audit  performed" 

Foreign  Military  Sales  Trust  Fund 

Management  data  audit 

Adverse  opmion" 
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Table  Notes: 


The  terms  disclaimer,  adverse  opinion,  qualified  opinion,  and  management  data  audit  are  defined  as 

follows. 

Disdaimer-ThB  auditor  does  not  express  an  opinion  on  the  financial  statements. 

Adverse  opinion— \n  the  auditor's  opinion,  the  financial  statements  do  not  fairly  present  the  entity's 

financial  position,  the  results  of  operations,  and/or  the  cash  flows  of  the  activity  in  conformity  with 

generally  accepted  accounting  principles. 

Qualified  opinion— The  auditor  takes  exception  to  the  fairness  of  the  presentation  of  the  financial 

statements  and  points  out  the  particular  areas  t>elieved  not  to  be  a  fair  presentation  of  the  financial 

position,  the  results  of  operations,  and  the  cash  flows  of  the  activity  in  conformity  with  generally 

accepted  accounting  principles. 

Management  data  audffs-These  audits  determine  whether  critical  management  data  are  available  that 

are  needed  to  run,  evaluate,  and  make  major  decisions  about  the  activity  financed  by  the  Fund.   The 

audit  work  will  include  both  financial  and  nonfinanctal  data.   Reports  are  issued  to  appropriate 

audiences  in  lieu  of  finanaal  statement  audit  reports. 

'DOO's  Inspector  General  indicated  to  us  fiscal  year  1994  opinions  shouU  be  released  within  a  month. 

"Activity  is  not  a  'Reporting  Entity'  as  defined  by  OfylB  Bulletin  94-01  and  DOO  guidance. 

■Beginning  in  fiscal  year  1994,  DBOF  will  be  audited  as  one  component  of  the  Department  of  Defense.  In 
fiscal  year  1993,  the  following  components  were  audited  separately:  Army-OBOF,  Navy-DBOF,  Air  Force 
DBOF,  Defense  Logistics  Agency  DBOF,  and  Joint  Logistics  Systems  Center  DBOF.  These  components 
received  disclaimers,  no  opinions,  or  adverse  opinions.  Transportation  Command  DBOF  and  Defense 
Finance  and  Accounting  Service  DBOF  received  management  data  audits.  No  audits  were  performed  for 
Defense  Technical  Information  Center  DBOF,  Defense  Infonmalion  Systems  Agency  DBOF,  and  Defense 
Commissary  Agency  DBOF. 


Source:   DOD's  report  on  audited  financial  statements  for  fiscal  year  1993  as  submitted  to  0MB.   (Required 
by  0MB  Bulletin  No.  93-18,  "Audited  Financial  Statements"  of  June  25,  1993,  and  0MB  "Memorandum  on 
Submission  of  Annual  Financial  Statements'  of  February  7,  1994). 

Senator  Glenn.  You  testified  that  DOD  has  made  modest 
progress  given  the  enormity  of  the  many  problems.  But  do  you  con- 
sider it  to  be  reasonable  progress? 

Are  we  on  a  track  here  that  is  going  to  lead  us  to  a  solution  down 
the  road  in  a  few  years,  or  is  this  something  that  we  are  just  mak- 
ing or  nibbling  around  the  edges? 

Mr.  BowsHER.  I  think  we  are  just  making  modest  progress  so  far. 
I  think  the  big  thing  that  we  have  to  see  in  the  next  lew  years  is 
a  much  more  increased  pace  of  progress,  you  might  say,  Mr.  Chair- 
man. 

They  have  a  good  plan.  The  overall  plan  is  now  3  years  down  the 
road.  And  I  think  we  have  to  see  more  progress.  I  think  that  is  why 
we  need  these  annual  milestone  plans  so  that  we  can  really  mon- 
itor. 

Senator  Glenn.  In  your  opinion,  do  thev  have  the  resources  to 
do  this?  I  know  they  have  the  plan.  And  I  have  gone  over  the  plan 
in  some  detail.  And  we  have  talked  with  them  about  it  over  there. 
And  it  is  a  good  plan  the  way  it  looks  on  paper. 

But  do  we  have  the  equipment?  Have  we  provided  the  funding 
for  the  computers  and  for  the,  just  for  the  office  equipment,  the  tie- 
ins  that  will  let  them  have  a  good  crack  at  meeting  the  milestones 
that  thev  set?  Do  they  have  the  people?  Are  we  going  to  have  to 
go  outside?  Will  you  address  that  area? 

Mr.  BowsHER.  I  have  always  been  concerned  about  the  people. 
Do  they  have  enough  qualified  talent  to  operate  these  modern  com- 
puters and  technology?  I  think  I  am  concerned  about  that  through- 
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out  government  as  a  matter  of  fact,  because  that  is  what  it  takes 
today  to  implement  these  modem  systems. 

I  think  if  we  had  more  detailed  plans  and  then  we  looked  at 
what  their  resources  were,  matched  up  against  them,  we  could  give 
you  a  more  concrete  answer  to  that.  I  think  that  is  what  we  really 
need  here. 

Senator  Glenn.  Well,  is  that  something  that  you  should  take  on 
or  that  we  could  work  with  you  on  or 

Mr.  BowsHER.  We  need  to  take  that  on,  provided  that  they  would 
be  able  to  come  up  with  this  more  detailed  plan  for  1996. 

Senator  Glenn.  Well,  in  your  statement,  you  referred  to  several 
of  DOD's  financial  management  problems,  unmatched  disburse- 
ments, too  many  different  financial  systems  that  cannot  talk  to 
each  other,  contractor  overpayments  and  so  on.  Sometimes  when 
people  hear  a  list  of  problems  like  that,  they  just  sort  of  throw  up 
their  hands.  Can  we  prioritize  these  problems?  Are  they  doing 
that?  What  would  you  suggest  they  try  to  fix  first,  and  so  on? 

Mr.  Bowsher.  Well,  I  think  that  is  what  they  need.  I  think  they 
need  prioritizing  in  each  of  the  six  major  components  of  their  plan. 

In  other  words,  how  are  they  going  to  consolidate  the  accounting 
and  disbursement  systems?  How  are  they  going  to  achieve  the  im- 
provements in  DBOF?  They  need  a  priority  plan  in  each  of  those 
areas.  And  I  think  that  is  what  we  have  been  lacking  here.  We 
have  had  the  overall  plan  but  not  the  details. 

Senator  Glenn.  Is  the  milestone  plan  they  have  now  similar 
with  what  we  are  working  on  with  IRS  and  the  tax  system  mod- 
ernization where  you  worked  with  them  on  undertaking  a 

Mr.  Bowsher.  Let  me  ask  Jack  Brock. 

Senator  Glenn  [continuing].  Business  systems  plan? 

Mr.  Bowsher.  He  is  one  of  the  system  people. 

Senator  Glenn.  You  said  a  business  plan  is  what  they  needed, 
and  you  have  worked  with  them.  Now,  the  milestone  thing  at  DOD, 
is  it  about  the  same  thing,  or  do  we  need  to  have  you  work  closely 
with  them  and  come  up  with  a  similar  plan? 

Mr.  Brock.  I  think 

Senator  Glenn.  For  those  who  are  not  aware  of  it,  the  IRS  has 
an  about  $8  billion  modernization  program  underway.  It  has  been 
very  slow  in  getting  implemented  over  there.  It  has  taken  a  lot  of 
effort  trying  to  get  a  plan  that  would  let  them  move  ahead  with 
that,  an  $8  billion  plan.  Is  this  similar,  or  is  this  enough  different 
that  we  should  not  expect  a  similar  business  plan? 

Mr.  Brock.  Well,  first  I  would  say  that  both  the  IRS  and  DOD 
have  some  similar  problems  in  terms  of  antiquated  systems,  poor 
business  processes  and  some  problems  with  internal  controls.  How- 
ever, I  think  at  this  point,  the  IRS  is  probably  a  little  bit  further 
ahead  in  having  a  defined  business  plan  which  lays  out  a  solution 
track. 

DOD's  initial  plan  is  at  a  higher  level.  I  agree  with  the  frame- 
work of  their  plan,  I  think  it  is  good. 

As  Mr.  Bowsher  has  stated,  we  believe  that  it  needs  to  be  filled 
in,  more  details  provided,  specific  milestones  and  performance 
measures  established  so  that  the  Congress  in  its  oversight  role  can 
better  measure  progress  and  can  better  determine  what  sort  of  re- 
sources are  required  by  the  Department  to  take  corrective  action. 
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Senator  Glenn.  Would  you  be  willing  or  do  you  have  the  people 
to  carry  out  something  like  that,  of  helping  establish  a  business 
plan  over  there  in  addition  to  this,  the  milestones  or  the  general 
plan  that  they  have  set  up? 

Mr,  BowsHER.  Well,  I  think  they  should  develop  the  plan,  and 
we  should  review  it.  We  do  have  the  people  who  can  do  the  review. 

Senator  Glenn.  Okay.  Have  you  ever  discussed  that  with  them 
over  there?  Is  this  something  that  they  are 

Mr.  BowsHER.  Yes. 

Mr.  Brock.  Yes.  We  have  had  some  initial  discussions  with 
DOD.  And  in  fact,  we  have  a  work  plan  we  are  establishing  now 
which  will  be  centered  around  the  various  elements  of  their  reform 
blueprint. 

Senator  Glenn.  Would  you  comment  a  little  bit  more  on  that — 
do  they  have  the  computers  to  do  the  things  that  they  need  to  do, 
for  instance?  Are  those  all  contracted  for?  And  do  we  have  those 
going  into  place? 

Mr.  Brock.  They  have  very  poor  systems  which  they  acknowl- 
edge and  as  we  acknowledge.  One  of  the  issues  on  the  systems,  and 
I  think  that  the  comptroller  makes  a  good  point  in  his  statement, 
is  that  you  have  to  keep  the  day-to-day  business  going.  You  just 
cannot  stop  everything,  revamp  all  of  your  systems  and  expect  the 
world  to  go  on. 

A  concern  that  we  have  as  we  look  at  their  systems,  is  the  enor- 
mity of  the  costs  to  make  the  needed  system  improvements.  For  ex- 
ample, in  DBOF,  it  is  going  to  cost  an  estimated  $100  million  to 
bring  their  interim  migration  systems  up  to  speed  so  the  Depart- 
ment will  have  good  DBOF  systems. 

One  of  the  concerns  that  we  have  had  which  we  believe  the  De- 
partment right  now  is  adequately  recognizing  is  the  need  to  do 
good  economic  analysis,  "Is  this  the  best  decision?  Is  this  the  best 
way  to  proceed  before  we  make  this  enormous  investment?" 

Senator  Glenn.  Well,  this  $100  million,  do  they  have  that  now? 
Is  that  provided?  Is  Congress  lagging  in  providing  the  money  to 
that  or  what? 

Mr.  Brock.  I  hesitate  to  speak  for  the  Department.  But  I  think 
that  the  money  that  they  have  requested  for  system  development 
has  generally  been  provided  by  Congress. 

Senator  Glenn.  Okay.  How  about  outside  contracting?  You  men- 
tioned that.  Is  that  something  we  should  go  to  on  this  or  talk  to 
Mr.  Hamre  about  maybe?  He  just  came  in.  So  he  is  listening  to  you 
right  behind  you  now.  So  we  will  give  him  a  chance  now  that  he 
is  here. 

Is  this  something  that  we  should  do  to  help  them  get  over  this 
hump?  You  go  up  and  look  down  in  this  warehouse  full  of  manila 
folders  down  there,  literally  hundreds  of  thousands  of  manila  fold- 
ers that  we  are  trying  to  work  out  of  in  this  day  and  age. 

That  is  an  enormous  job  to  try  to  get  those  over  where  they  are 
more  readily  available  on  computers  or  scanners  of  some  kind.  Is 
this  something  that  they  should  be  going  more  to  outside  help  until 
they  get  over  that  kind  of  a  hump? 

Mr.  Brock.  We  believe  that  an  outside  blue  ribbon  panel  can 
provide  a  sense  of  perspective.  A  mutual  unbiased  sense  of  perspec- 
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tive  that  sometimes  is  difficult  to  achieve  from  within,  regardless 
of  the  agency. 

Senator  Glenn.  I  am  not  necessarily  talking  about  a  blue  ribbon 
panel.  I  do  not  think  we  need  more  panels  to  tell  us  that  we  have 
problems. 

Mr.  Brock.  You  are  talking  about  contracting  out  some  of  this. 

Senator  Glenn.  I  am  talking  about  contracting  out  somebody  to 
go  get  a  manila  folder  and  computerize  the  thing  so  it  is  available 
for  use. 

Mr.  Brock.  Oh,  okay. 

Senator  Glenn.  Is  that  something  they  ought  to  be  doing,  or 
is 

Mr.  Bowsher.  Well,  I  think  that  should  all  be  part  of  the  plan. 
In  other  words,  I  think  contracting  out  is  one  of  the  options  that 
all  of  the  government  agencies  have  to  consider.  As  they  put  their 
more  detailed  plans  together,  I  think  that  that  is  one.  But  it  has 
to  be  done  after  a  very  thorough  analysis  as  to  whether  that  is  the 
best  way,  to  go  inside  or  doing  the  contracting. 

Senator  Glenn.  Since  DBOF  was  established,  its  cash  balance 
has  been  centrally  managed  by  OSD.  In  February  this  year,  DOD 
changed  its  policy  and  moved  management  of  cash  to  the  military 
services  and  component  level. 

What  is  GAO's  view  of  this  action? 

Mr.  Bowsher.  I  think  that  was  a  major  change  in  the  DBOF  be- 
cause, originally,  they  centralized  the  cash  management. 

One  thing  that  is  somewhat  worrisome,  too,  is  that  as  they  have 
made  this  change,  they  have  gone  to  advanced  billing  which  means 
that  they,  in  all  probability,  are  short  on  cash.  They  want  the  cash 
from  the  people  in  the  services  up  front.  I  think  that  this  is  one 
area  that  has  to  be  monitored  very  closely. 

Senator  Glenn.  Does  GAO  continue  to  support  the  concept  of  the 
DBOF? 

Mr.  Bowsher.  Only  if  it  gets  properly  implemented.  In  other 
words,  I  think  that  the  concept  makes  good  sense.  But  if  it  is  not 
well  implemented,  then  I  do  not  think  the  services  or  the  Depart- 
ment are  going  to  get  the  payoff  from  it. 

We  have  been  relying  upon  these  old  systems  used  by  the  old 
components  of  the  stock  funds  and  the  industrial  funds.  Unless  you 
can  get  a  good  integrated  approach  to  running  DBOF  where  it  is 
run  efficiently,  where  you  get  the  costs  down  and  where  you  can 
lower  the  cost  for  the  people  who  are  having  to  provide  the  readi- 
ness for  the  forces,  then  it  is  dubious  whether  DBOF  is  going  to 
be  a  success.  The  concept  is  good,  but  the  implementation  has  got 
to  be  well  done  to  get  the  payoff. 

Senator  Glenn.  DBOF  has  been  experiencing  losses  since  its  in- 
ception. Why  does  GAO  object  to  recovery  of  prior  year  losses  in  the 
rates  that  DBOF  charges  its  customers? 

Mr.  Connor.  Yes.  Primarily  we  think  that  provides  a  disincen- 
tive to  efficiency.  DBOF  was  established  to  be  business-like.  And 
to  simply  pass  on  this  year's  or  prior  years'  losses  to  future  year 
prices  is  a  disincentive  to  efficiency. 

We  have  always  recommended  instead  that  DOD  or  DBOF  come 
to  the  Congress  and  ask  for  appropriations  where  necessary  to 
make  up  for  past  losses. 
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This  would  provide  the  Congress  with  an  opportunity,  through 
oversight,  to  look  and  determine  why  those  losses  occur  and  how 
to  prevent  them  in  the  future. 

Senator  Glenn.  Well,  your  changing  prices  are  the  reason  some 
of  these  things  occur,  of  course.  Would  it  not  be  really  a  better 
business  practice  to  charge  more  the  coming  year  to  make  up  for 
that  loss  in  a  previous  year's  fund  because  of  price  changes  than 
it  would  be  just  to  come  back  for  a  supplemental?  There  is  hardly 
much  incentive  when  they  can  always  come  back  to  just  rely  on  a 
supplemental  to  bail  them  out  every  year  no  matter  what  happens. 

Mr.  BowsHER.  Yes.  I  think  that  one  of  the  problems  of  what  I 
call  inside  corporation  or  business  practices  of  that  kind  in  govern- 
ment where  you  set  up  a  corporate  structure  is:  You  say  it  is  going 
to  be  like  the  business  world  and  you  are  going  to  price  it  based 
on  your  cost  and  everything  like  that.  Then,  pretty  soon,  you  just 
get  in  the  habit  of  increasing  those  prices  because  you  have  got  in- 
efficiencies in  your  operation  or  you  cannot  get  on  top  of  some  of 
the  problems. 

You  can  argue  this  both  ways.  I  mean,  your  point  and  the  De- 

Eartment's  point  is  right,  that  maybe  there  are  pressures  to  try  to 
ring  those  prices  down  if  you  keep  it  within  the  building.  But 
there  is  also  frequently  a  pattern  where  you  keep  raising  the  prices 
and  ^ou  just,  literally,  take  it  out  of  the  operating  forces  and  the 
readmess  as  a  result. 

Senator  Glenn.  You  know,  you  wind  up  hitting  the  O&M  ac- 
counts. 

Mr.  BowsHER.  Exactly. 

Senator  Glenn.  And  we  are  already  hitting  them  every  year  too 
much  anyway 

Mr.  Bowsher.  Yes. 

Senator  Glenn  [continuing].  For  other  purposes,  of  course. 

Mr.  Bowsher.  There  is  no  question  what  the  real  result  is — what 
you  want  to  achieve.  You  want  to  get  those  costs  down  so  that  the 
prices  can  be  coming  down.  That  is  really  what  you  want  to 
achieve. 

Senator  Glenn.  How  much  are  we  talking  about  at  risk  here? 
How  much  is  lost  due  to  waste,  fraud  and  abuse?  Do  we  have  any 
idea  on  that,  or  are  there  any  new  figures? 

We  have  figures  out  of  the  past  where  we  can  do  anecdotal  exam- 
ples of  things  that  have  occurred,  like  the  overpayments  and  get- 
ting money  back.  It  totaled  out  some  $1.4  billion,  I  think.  That  is 
a  couple,  3  years  old  now.  We  have  been  through  that  one  several 
times,  and  the  fictitious  payroll  people  and  so  on. 

But  out  of  the  total  Defense  budget,  how  much  are  we  talking 
about  at  risk?  How  much  is  lost  due  to  that  waste,  fraud  and 
abuse?  Do  we  have  any  estimate  as  to  that? 

Mr.  Bowsher.  I  would  hesitate  to  come  up  with  a  figure,  Mr. 
Chairman. 

Senator  Glenn.  DOD  has  a  unique  function,  and  they  perform 
in  unique  ways  because  that  is  their  mission.  But  in  areas  of  finan- 
cial management,  how  do  they  compare  with  other  agencies? 

Mr.  Bowsher.  I  think  they  are  one  of  the  worst.  I  hate  to  say 
that.  A  lot  of  the  departments  have  poor  systems  as  our  audits  are 
showing.  But  some  have  made  progress. 
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But  I  think  just  because  of  the  magnitude  of  the  paperwork  and 
all  of  the  contracts,  all  of  the  different  regulations  at  Department 
of  Defense  and  the  fact  that  there  has  not  been  a  really  major  ef- 
fort for  many,  many  years  to  modernize  the  financial  management 
systems  at  the  Department  of  Defense,  it  falls  in  the  category  of 
one  of  the  most  poor  performers,  you  might  say,  in  the  area  of  fi- 
nancial management. 

Senator  Glenn.  We  have  passed  legislation  here,  of  course.  We 
worked  together  closely  for  a  number  of  years  getting  the  Chief  Fi- 
nancial Officer  Act  established.  It  is  hard  to  believe  that  it  was  not 
until  1990  that  we  even  required 

Mr.  BOWSHER.  That  is  right. 

Senator  Glenn  [continuing].  A  bottom  line  audit  at  the  end  of 
every  year 

Mr.  BowsHER.  Yes. 

Senator  Glenn  [continuing].  Of  departments  and  agencies  of  gov- 
ernment. We  went  out  at  the  end  of  the  year  and  people  asked,  ba- 
sically, in  the  new  budget  for  what  they  had  from  last  year  plus 
an  inflation  factor  plus  a  little  factor  because  they  knew  they  were 
going  to  get  whacked  back  a  little  at  0MB  probably.  And  that  is, 
sort  of,  the  way  we  put  the  budget  together. 

Now,  at  least  under  the  CFO  Act — and  it  is  taking  a  long  time 
to  implement  this.  But  since  1990,  we  now  require  a  bottom  line 
audit  every  year.  How  is  that  coming?  I  know  Defense  is  the  big- 
gest frog  in  that  puddle. 

Mr.  BowsHER.  Yes. 

Senator  Glenn.  How  is  that  coming? 

Mr.  BowsHER.  I  think  we  are  making  progress.  First,  with  the 
audits,  you  now  see  very  well-documented  what  the  problems  are. 
Second,  the  heads  of  the  agencies  really  would  like  to  get  a  clean 
audit  opinion  and  would  like  to  get  their  systems  in  shape.  We  see 
that  at  the  IRS,  at  the  Customs,  the  Social  Security  Administra- 
tion. We  see  it  in  Defense  now. 

So  we  are  making  more  progress.  In  the  last  5  years,  I  think,  we 
have  made  more  progress  then  we  made  in  the  previous  25  years 
all  through  the  government  as  a  result  of  that  act.  Once  we  get  the 
new  legislation  operating  where  all  24  of  the  largest  agencies  in  the 
Federal  Government  have  to  have  an  annual  audit,  I  think  the  im- 
provements will  pick  up. 

So  I  am  very  encouraged.  Though  we  are  starting,  without  ques- 
tion, at  a  very  low  point  in  the  quality  of  the  financial  management 
in  the  Federal  Grovernment.  That  is  why  it  was  long  overdue  to 
pass  that  legislation. 

Senator  Glenn.  Poor  internal  controls  has  been  a  problem  plagu- 
ing the  whole  Federal  Grovernment  for  many  years.  We  are  dealing 
with  that. 

To  deal  with  some  of  that  pervasive  problem,  Congress  enacted 
the  Federal  Managers'  Financial  Integrity  Act  in  1982  requiring 
Federal  agencies  to  identify  and  report  weaknesses  in  their  inter- 
nal control  processes  and  systems.  However,  as  reported  by  you  in 
the  past,  this  process  of  self  reporting  did  not  work  within  DOD  be- 
cause managers  failed  to  accurately  characterize  their  condition. 
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Has  DOD's  recent  reporting  under  FMFIA  improved,  or  is  the  job 
over  there  just  such  an  overwhelming  thing  that  you  cannot  accu- 
rately report  it  that  way? 

Mr,  BowsHER.  No.  It  has  improved.  I  will  have  Dave  Connor  ex- 
pand on  this  answer.  But  we  were  disappointed  when  the  law  first 
went  in  and  the  first  reports  came  out.  But  we  think  now  with  the 
annual  audits  and  the  reports  that  we  are  getting  over  there,  that 
it  has  improved  quite  a  bit. 

Dave,  do  you  want  to  add  anything? 

Mr.  Connor.  Yes.  You  will  probably  remember,  in  our  first  CFO 
audits  of  the  Army,  a  consistent  finding  was  that  the  FMFIA  proc- 
ess was  not  working. 

We  disagreed  with  their  conclusions  as  far  as  internal  control  ef- 
fectiveness was  concerned.  In  recent  years,  probably  the  last  one  or 
two,  we  have  seen  more  full  disclosure  in  the  reporting. 

We  hope  that  continues.  We  see  much  of  the  reporting,  however, 
consists  of  what  auditors  have  already  identified.  So  we  want  to  en- 
courage the  Department  to,  really,  keep  their  self-assessment  proc- 
ess going  because  that  is  really  the  heart  of  what  the  act  was  try- 
ing to  achieve. 

Senator  Glenn.  The  Government  Management  Reform  Act  of 
1994  requires  DOD-wide  financial  statements  starting  in  1996. 
Now,  the  Army  and  the  Air  Force  have  identified  weaknesses  in 
some  of  their  reporting  of  weapon  system  costs. 

I  think  there  have  been  some  similar  weaknesses  for  the  Navy 
also.  I  guess  the  overall  question  is:  Are  all  of  the  services  going 
to  be  able  to  meet  the  requirements  of  that  by  1996  in  your  opin- 
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Mr.  Connor.  We  do  not  expect  they  will,  Mr.  Chairman.  The 
Army  and  Air  Force  have  had  audits  for  a  number  of  years.  How- 
ever, we  expect  that  until  some  of  the  basic  systems  enhancements 
by  DFAS  are  completed,  they  will  not  be  able  to  have  auditable 
statements.  We  expect,  based  on  our  preliminary  work,  that  the 
Navy  is  in  the  same  shape. 

However,  I  would  like  to  point  out  that  some  very  meaningful  fi- 
nancial reporting  can  be  done  even  with  some  of  the  systems  dis- 
crepancies. 

Army,  for  example,  has  put  out  some  very  meaningful  reports 
that  give  good  information  with  respect  to  Army's  overall  mission 
and  tie  some  of  the  financial  numbers  into  it. 

So  progress  can  be  made  even  within  some  of  the  existing  sys- 
tems' weaknesses  we  have.  It  would  be  a  shame  if  they  just  de- 
ferred efforts  on  the  CFO  Act  until  they  get  all  of  their  systems 
fixed. 

Senator  Glenn.  Is  there  a  different  approach  we  should  be 
using — and  I  note  Senator  Levin  is  here.  And  I  will  turn  to  him  in 
just  a  moment  because  we  want  to  get  onto  Mr.  Hamre's  testimony 
also.  But  I  have  wondered  if  a  different  approach  might  be  tried 
out  in  some  areas. 

We  tend  to  think,  "Okay,  here  are  big  financial  systems.  They 
cover  the  whole  Army,  Navy,  Air  Force,  everybody  in  DBOF  and  so 
on."  We  are  trying  to  organize  these  things  from  the  top  down.  And 
we  talk  about  how  enormous  this  problem  is,  and  it  is.  I  do  not 
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envy  Mr.  Hamre  his  job  over  there  at  all.  I  can  guarantee  you  that. 
And  we  have  talked  to  him  about  that  before,  too. 

But  would  it  be  better  to  take  a  smaller  area,  carve  out  an  area, 
and  start  setting  up  a  financial  system  that  is  letter  perfect,  as 
near  as  you  can  make  it,  in  a  smaller  part  of  a  service  or  something 
like  that,  and  get  that  operating  and  then  expand  something  like 
that? 

In  other  words,  trying  to  do  some  of  these  things  from  the  bottom 
up  instead  of  just  mandating  everything  from  the  top  down  which 
seems  to  take  an  awful  long  time  to  do;  maybe  they  are  doing  some 
of  this.  I  went  out  to  the  center  where  they  are  doing  all  of  the  pay- 
roll things.  And  they  have  computerized  that  area.  And  it  is,  and 
I  am  not  an  accountant,  but  just  from  looking  at  the  way  that  they 
were  servicing  accounts  and  the  computerization  and  the  people, 
and  the  calls  coming  in,  and  the  servicing  of  questions  coming  in, 
it  looked  like  it  was  just  a  model  of  what  we  should  be  doing. 

Then  you  go  to  the  other  center,  the  other  DFAS  center  where 
you  are  contracting,  you  are  paying  out  this  $35  million  dollars  an 
hour,  and  people  are  running  down  to  pick  up  manila  folders  down 
the  hall  or  down  in  this  warehouse  to  bring  them  back  and  lay  out 
papers  and  try  and  decide  what  we  are  going  to  pay  or  not  pay. 
They  have  those  two  contrasting  systems. 

Should  we  be  starting  with  a  smaller  chunk  of  this  thing  and 
really  making  them  work  and  then  expanding  that,  rather  than 
putting  out  directives  to  the  Pentagon  that  direct  virtue  and  it  may 
or  may  not  occur  down  the  line  some  place? 

Mr.  BowsHER.  There  is  no  question  that  building  some  proto- 
types along  the  way  sometimes  is  a  good  way  to  go.  Once  you  get 
tnat  working  you  can  expand  on  it.  That  is  one  of  the  things  that 
we  think  they  ought  to  consider. 

Like  in  the  travel  area,  Jack  tells  me  that  is  one  of  the  things 
that  they  are  planning  to  do.  I  think,  as  we  point  out  in  our  best 
practices  report,  more  and  more  of  the  people  in  the  private  sector 
are  doing  what  they  call  smaller  but  more  limited  improvements  on 
their  systems.  I  think  some  of  these  techniques  should  be  consid- 
ered. 

Do  you  want  to  add  to  that? 

Mr.  Brock.  Yes.  Mr.  Chairman,  we  identified,  for  example,  in 
travel,  that  the  Department  could  save  between  three  quarters  of 
a  $1  billion  and  $1  billion  a  year  by  changing  their  administrative 
travel  processes. 

Not  only  would  you  save  the  money,  but  you  would  also  make  life 
easier  for  the  people  doing  the  traveling.  When  you  simplify  these 
processes,  you  also  simplify  the  accounting  procedures  and  proc- 
esses that  need  to  be  in  place. 

One  of  our  recommendations,  and  I  think  a  recommendation  also 
being  followed  by  DOD's  travel  task  force,  is  to  do  exactly  what  you 
are  talking  about,  prototype  it,  get  it  right,  make  sure  it  works, 
make  sure  it  is  understandable  before  you  impose  a  Department- 
wide  solution. 

I  think  that  is  good  business  practice  for  any  area  where  you  are 
making  business  process  improvements  or  reengineering  the  proc- 
ess. Let  us  see  if  it  works  and  then  propagate  it  throughout  the  De- 
partment. 
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Senator  Glenn.  Just  one  other  question,  and  this  is  a  related 
question.  It  is  not,  directly,  the  subject  of  this  morning's  hearing. 
And  then  we  will  turn  to  Senator  Levin. 

But  I  would  be  remiss  if  I  had  any  hearing  on  this  subject  with- 
out asking  how  they  are  coming  with  regard  to  inventory  manage- 
ment control  because  I  think  there  has  been  more  waste  in  the  De- 
fense Department  by  not  knowing  what  we  had  on  the  shelf  some 
place,  so  we  buy  more  to  make  sure  we  have  got  some. 

And  we  have  anecdotal  information,  just  reams  of  it,  that  has 
come  out  in  other  hearings  on  governmental  affairs,  basically, 
about  how  we  do  not  know  what  we  have,  so  we  buy  more.  And 
we,  literally,  have  just  wasted  billions  by  not  knowing  what  we 
had. 

Now,  one  of  the  things  that  they  are  trying  to  do  over  there  is 
get  better  inventory  management  control.  And  I  think  there  has 
been  some  progress.  Could  you  comment  in  that  area  also. 

Mr.  BowsHER.  Yes.  There  has  been  some  progress.  In  fact,  Sen- 
ator Levin  and  I  went  out  to  Walter  Reed  Hospital  and  saw  a  very 
good  demonstration  of  where  they  had  made  really  significant 
progress  in  getting  the  number  and  quantity  of  the  inventory  down, 
therefore,  the  investment  down.  The  timeliness  of  getting  the  drug 
supplies  and  the  hospital  supplies  there  to  the  patients  was  much 
faster  than  under  the  old  depot  system. 

They  did  it  primarily,  by  going  to  a  prime  contractor  concept, 
which  some  private  hospitals  have  gone  to.  We  used  the  Vanderbilt 
Medical  Center  as  our  benchmark  when  we  did  this  study  a  few 
years  ago  and  showed  it  to  the  Department  of  Defense.  I  was  very 
impressed.  I  think  Senator  Levin  was,  too,  on  the  progress  they 
made. 

The  DLA  is  trying  to  do  more  of  that  in  other  areas,  I  think  they 
are  making  some  progress.  Let  me  ask  Mr.  Cooper  if  he  could  add 
to  this  because  he  works  in  the  inventory  area. 

Senator  Glenn.  Mr.  Cooper. 

Mr.  Cooper.  Yes.  We  are  very  encouraged  with  those  kinds  of 
best  practices  being  applied  in  the  DOD  environment.  We  are  con- 
tinuing to  look  for  other  opportunities  for  the  Department  to  fur- 
ther that  kind  of  concept  and  to  gain  the  kind  of  efficiencies  that 
they  have  gained  in  that  area. 

So  there  is  a  lot  more  opportunity.  I  think  DOD  has  shown  the 
willingness  to  explore  some  of  those  kinds  of  concepts  and  apply 
those  kinds  of  business  practices. 

Senator  Glenn.  Do  you?  Good.  Senator  Levin. 

Senator  Levin.  Thank  you,  Mr.  Chairman. 

First,  I  guess  all  of  us  share  a  very  deep  sense  of  frustration  and 
disappointment  and,  indeed,  anger  when  we  read  about  the  failure 
of  the  financial  systems  in  the  DOD  to  control  spending  which  is 
not  authorized  spending. 

When  they  are  paying  half  a  billion  dollars  a  year  more  to  DOD 
contractors  than  is  owed  to  those  contractors,  what  we  have  to  do 
is  ask  ourselves:  Do  we  need  a  financial  control  board  for  the  DOD 
the  way  we  just  appointed  one  for  the  District  of  Columbia? 

Mr.  BowsHER.  Is  that  a  question? 

Senator  Levin.  It  is  a  thought. 
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Mr.  BowsHER.  Okay.  Well,  one  of  our  recommendations  is  to  get 
an  outside,  kind  of,  blue  ribbon  board  advising  the  Secretary  in 
that. 

Senator  Levin.  No.  I  read  your  recommendation. 

Mr.  BowsHER.  Yes. 

Senator  Levin.  That  is  just  a  panel  to  make  a  recommendation. 
I  am  talking  about  a  financial  control  board  to  run  the  place. 

Mr.  Bowsher.  Yes. 

Senator  Levin.  Now,  I  say  this  knowing  that  we  have  one  of  the 
smartest  and  most  heroic  people  there  that  is  trying  to  make 
changes.  And  that  is  John  Hamre.  I  am  a  real  fan  of  John  Hamre. 
I  think  he  is  entitled  to  tremendous  credit  for  bringing  this  prob- 
lem to  public  light  and  to  self-analysis,  self-criticism  of  the  DOD. 

I  think  it  is  really  a  wonderful  thing  that  he  is  doing.  He  needs 
help,  and  I  do  not  know  how  to  give  him  help  except  to  tell  him 
maybe  the  Congress  ought  to  just  create  a  new  board  to  run  that 
place.  We  have  to  shake  it  up. 

John's  comment  in  the  newspaper  was  it  is  like  trying  to  change 
a  tire  on  a  car  going  60  miles  an  hour.  Now,  your  recommendations 
for  improving  that  are  fairly  mild,  it  seems  to  me. 

I  mean,  we  do  not  have  a  blueprint  here  that  I  can  see  to  change 
the  way  in  which  they  do  their  systems  and  their  auditing  and 
their  payments  and  their  whole  financial  processing.  I  do  not  see 
the  road  map  in  your  four  points.  What  I  do  not  see  in  there  is  ac- 
countability. 

I  do  not  know  how  many  people  we  have  reprimanded  inside  the 
DOD  for  spending  more  than  an  account  authorized  them  to.  We 
have  a  criminal  statute  here,  by  the  way. 

This  is  not  just  some  casual  statute  that  we  have.  The  Anti-Defi- 
ciency Act  is  a  criminal  statute,  I  do  not  know  if  anyone  has  been 
prosecuted  for  laying  out  more  money  than  they  had  in  an  account. 

But,  at  least,  have  there  been  individuals  that  have  been  held  up 
to  reprimand  for  violating  the  Anti-Deficiency  Act?  That  is  a  ques- 
tion. 

Mr.  Bowsher.  I  think  the  comptroller  himself,  Mr.  Hamre,  prob- 
ably could  answer  that  better.  I  think  there  has  been  some  discipli- 
nary actions  taken  last  year,  or  at  least  people  retired.  But  he 
would  have  a  better  sense  on  what  has  happened  there. 

But  if  I  could  go  back  to  the  major  thrust  of  your  question.  I 
think  under  the  second  point  we  have  in  our  recommendations,  is 
to  ask  the  Department  of  Defense  to  provide  the  Congress,  by  this 
October  1,  more  specific  details  on  when  DOD's  reform  blueprint 
will  be  implemented. 

In  other  words,  I  think  that  is  what  is  really  needed.  They  have 
an  overall  blueprint.  But  now  we  have  really  got  to  get  that  down 
to  enough  specifics  that  we  can  look  at  it,  we  can  monitor  it,  we 
can  report  to  the  Congress  as  they  should  report  to  the  Congress 
on  an  annual  basis. 

I  think,  really,  this  team  over  there  at  the  Department  of  De- 
fense hopefully  will  be  able  to  make  progress  here.  I  do  not  think 
we  ought  to  go  to  a  control  board  at  this  time. 

Senator  Levin.  That  team  needs  some  help, 

Mr.  Bowsher.  It  needs  help.  That  is  right. 
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Senator  Levin.  It  needs  help  from  the  Congress  because  they  are 
really  working  hard  to  make  a  change.  But  I  think  they  have  to 
change  the  whole  culture — up  and  down  and  sideways,  right  to  left. 

Mr.  BowsHER.  One  of  the  big  changes 

Senator  Levin.  This  culture  goes  deep,  apparently.  And  I  do  not 
know:  How  can  we  help  them  specifically?  We  can  say  give  us  a 
more  specific  blueprint. 

Mr.  BowsHER.  Yes. 

Senator  Levin.  I  do  not  know  that  that  does  it.  I  think  they 
would  want  to  give  us  as  quick  a  blueprint  as  they  can.  What  can 
we  do  as  a  Congress?  What  can  we  insist  on  in  terms  of  account- 
ability at  the  lower  level?  How  can  we  specifically  give  them  some 
weapons  in  their  fight,  because  it  is  their  fight?  No  one  is  waging 
this  in  a  more  dedicated  way  than  John  Hamre.  How  can  we  give 
them  some  tools? 

Mr.  BowsHER.  I  think  when  you  get  the  more  detailed  blueprint, 
you  ought  to  do  is  make  sure  that  you  are  giving  them  the  money 
and  the  systems  support,  the  people. 

One  of  our  first  points  here  is  that  they  need  the  skills  over 
there.  I  am  not  sure  they  have  enough  talented  people  with  modem 
systems  capability. 

I  think  one  of  the  things  he  should  bring  forward  is  what  kind 
of  help  he  needs  from  the  Congress. 

Then  I  think  the  big  thing  is:  Are  they  making  progress  on  an 
annual  basis,  which  we  could  report  to  the  Congress  in  addition  to 
their  own  reporting.  Then,  I  would  hope  that  the  Congress  would 
support  the  financial  management  area. 

One  of  the  problems  in  the  past  at  the  Department  of  Defense 
is  a  lot  of  people  thought  it  was  not  important.  In  other  words, 
there  were  more  important  things  over  there.  Therefore,  if  the  bills 
were  a  little  messy  as  far  as  getting  paid  that  was  not  too  impor- 
tant. 

I  think  it  has  reached  the  stage  now  where  people  recognize  it 
is  very  important.  It  is  having  an  effect  on  readiness  when  they 
have  to  raise  costs  and  prices  in  the  DBOF  area. 

When  they  have  these  kind  of  problems,  they  have  to  spend 
money  on  them.  I  think  they  recognize  that  this  is  really  having 
an  impact  on  the  overall  capability  of  our  defense  efforts. 

I  think  as  they  move  forward  with  their  plan.  Congress  should 
support  it.  But  Congress  should  know  whether  progress  is  being 
made.  I  think  that  is  very  crucial. 

Senator  Levin.  Just  a  couple  of  very  quick  questions:  First,  the 
term  "negative  unliquidated  obligations"  is  apparently  used  by  the 
Department  of  Defense.  What  is  that? 

Mr.  BowsHER.  I  will  let  my  real  expert  tell  you  that. 

Mr.  Connor.  That  occurs  when  expenditures  have  exceeded  obli- 
gations, i.e.,  expenditures  are  greater  than  the  amount  of  the  obli- 
gation. 

Senator  Levin.  Try  it  again.  That  occurs  when  what? 

Mr.  Connor.  When  an  expenditure  has  exceeded  the  obligation. 

Senator  Levin.  Authority,  the  obligation  authority? 

Mr.  Connor.  Yes. 

Senator  Levin.  When  they  spend  money  they  do  not  have. 

Mr.  Connor.  Yes. 


590 

Senator  Leven.  No.  Someone  in  the  back  is  shaking  his  head  no. 

Mr.  Connor.  When  they  have  spent  money  for  which  they  have 
not  earmarked  the  proper  obligation.  In  other  words,  in  order  to 
spend  something,  you  need  to  obligate  first. 

Then,  after  the  good  or  service  arrives  or  is  done,  at  that  point, 
you  make  an  expenditure  against  that  obligation. 

Senator  Levin.  All  right.  So  you  have  to  obligate  ftmds  before 
you  can  spend  them.  And  this  is  where  money  has  been  spent  al- 
though the  Department  has  not  yet  obligated  themselves  to  do  so, 
is  that  correct? 

Mr.  Connor.  In  some  cases,  the  cause  is  unclear.  It  may  be 
record  keeping  errors.  But  based  on  the  records  it  would  appear 
that  the  expenditures  exceeded  obligations. 

Senator  Levin.  While  you  are  looking  that  up,  let  me  ask  you: 
apparently  each  year  recently,  the  DOD  is  paying  contractors  aoout 
three-quarters  of  $1  billion  more  than  are  owed  to  those  contrac- 
tors. Now  that  is  every  year. 

What  percentage  of  that  do  we  recover?  Do  you  know  ofthand? 

Mr.  Cooper.  We  have  some  information  Senator,  they  have  hired 
a  CPA  firm  to  look  at  that  problem.  Since  1990,  that  CPA  firm,  has 
looked  at  about  5,000  contracts  or  so.  They  have  recommended  that 
DFAS  go  out  and  get  back  $285  million  dollars  that  is  owed  the 
government  because  of  those  excess  payments. 

So  far,  the  DFAS  has  sent  out  demand  letters.  That  is  requesting 
the  contractors  to  give  back  $133  of  that  $285.  They  have  collected 
$85  million. 

Senator  Levin.  How  much? 

Mr.  Cooper.  $85  million  of  the  $133. 

Senator  Levin.  That  has  been  recovered. 

Mr.  Cooper.  Has  been  recovered. 

Senator  Levin.  That  is  over  5  years. 

Mr.  Cooper.  Yes.  That  is  correct. 

Senator  Levin.  But  according  to  the  GAO,  it  is  $750  million  a 
year  in  excess  payments. 

Mr.  Cooper.  Right. 

Senator  Levin.  That  would  be  about  $4  billion  over  5  years. 

Mr.  Cooper.  Right.  One  of  the  problems  is  that  we  continue  to 
see  these  excess  payments.  We  are  doing  our  current  audit  now, 
and  our  belief  is  that  the  DFAS  is  not  as  timely  as  they  need  to 
be  in  going  after  those  excess  payments. 

One  of  the  real  problems  that  we  have  tried  to  point  out  is  that 
DFAS  itself  is  not  always  aware  of  those  excess  payments.  And  the 
work  that  we  have  done  at  the  contractor  locations  is  revealing  a 
lot  of  overpayments  that  DOD  is  not  even  aware  of 

Mr.  BowsHER.  I  think  that  is  the  biggest  concern  of  all.  The  fact 
is  you  can  have  a  financial  management  system  here  that  your  con- 
tractors are  telling  you  about  overpayments  that  you  are  not  aware 
of.  I  mean,  that  tells  you  that  yoii  nave  got  real  weaknesses  in  your 
system. 

Mr.  Cooper.  I  might  just  add,  we  have  just  gone  out  to  the  top 
100  contractors  that  received  awards  in  1993  tryiftg^io  get  an  idea 
of  how  much  money  has  not  been  returned. 

We  went  out  to — I  think  it  was  like  1,400  different  business 
units.  This  was  a  request  by  Senator  Glenn.  We  have  gotten  infor- 
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mation  back  from  only  374  of  those  business  units  so  far.  So  there 
is  a  lot  that  we  still  do  not  know  about. 

Senator  Levin.  What  did  they  tell  you? 

Mr.  Cooper.  Well,  the  374  that  responded  to  us,  and  we  are  fol- 
lowing up  by  visiting  some  of  those  locations,  have  been  sitting  on 
about  $220  or  $230  million  that  DFAS  was  not  aware  of. 

Senator  Levin.  Well,  Mr.  Chairman,  we  have  to  help  John  and 
his  hardy  crew  shake  this  place  up.  This  is  totally  unacceptable. 
There  is  a  lot  of  money  here  which  is  going  through  this  sieve.  And 
we  are  told  that  we  have  to  cut  domestic  programs  massively. 

Some  of  these  savings  could  fund  the  EPA  for  a  whole  year.  This 
is  just  savings  that  would  come  from  decent  financial  systems.  The 
Department  of  Education,  we  are  told,  must  make  major  cuts  in 
education  programs.  And  then  we  read,  "Well,  you  know,  half  a  bil- 
lion dollars  is  paid  per  year  that  is  not  owed."  Now,  somehow  or 
another,  we  have  got  to  shake  this  place  up. 

And  I  want  to  end  by  just  commending  our  chairman  today.  I 
have  to  tell  you,  John  Glenn,  over  the  years,  has  taken  on  the  dry 
subjects.  And  accounting  systems  is  about  as  dry  a  subject  as  you 
can  get.  But  he  has  done  it.  He  has  done  it  with  tenacity.  And  we 
are,  as  a  country,  very  much  in  his  debt  for  his  determination  just 
to  pursue  this  kind  of  an  issue.  There  is  a  heck  of  a  lot  of  money 
involved  in  here. 

And  it  may  be  a  dry  subject.  But  it  has  to  be — it  has  to  come  to 
life.  And  I  think  the  way  to  come  to  life  is  to  find  a  way  to,  either 
by  forcing  individuals  to  be  accountable  inside  the  Department  of 
Defense  and  to  hold  them  accountable,  or  in  some  other  way  which 
I  am  not  sure  of.  We  have  to  change  this  system  and  this  culture 
because  we  cannot  justify  to  the  American  people  that  we  are  cut- 
ting education  and  Medicare  and  everything  else  that  some  folks 
are  proposing  to  cut,  and  at  the  same  time,  read:  "Oh,  half  a  billion 
dollars  is  being  paid  beyond  what  is  owed." 

And  $14  billion  in  disbursements  cannot  be  matched  against 
vouchers  and  just  on  and  on.  So  I  want  to  commend  our  chairman. 
It  is  good  to  see  you  here  as  chairman  again,  by  the  way.  [Laugh- 
ter.] 

That  is  a  neutral  comment. 

Senator  Glenn.  Thank  you. 

Senator  Levin.  Thank  you,  Mr.  Chairman. 

Senator  Glenn.  Well,  thank  you,  Carl,  for  your  comments. 

Let  me  say  this.  Senator  McCain  has  a  big  interest  in  this  area, 
too.  And  when  I  suggested  that  we  have  the  hearings,  he  knew  of 
my  background  work  on  this,  and  Senator  Levin,  too;  he  does  not 
toot  his  owli  horn  on  these  things. 

He  has  been  into  this  as  much  as  I  have  or  more  in  some  of  these 
areas  and  has  done  a  tremendous  job  in  these  areas  also.  And  you 
know  that  he  showed  up  this  morning  at  a  hearing  like  this. 

But  Senator  McCain  was  interested  in  these  things  when  I 
brought  up  having  John  Hamre  over  to  tell  us  and  the  Comptroller 
General  to  go  into  what  our  status  is.  This  is  more  a  status  report 
this  morning  than  anything  else. 

And  I  hope  we  do  one  of  these  about  every  6  months  or  so.  Chair- 
man McCain  of  this  subcommittee  knew  mv  interest  in  this. 

And  he  said,  "Why  do  I  not  just  go  ahead  and  do  it?" 
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And  it  is  a  little  unusual. 

Senator  Levin.  He  is  entitled  to  credit  for  that,  yes. 

Senator  Glenn.  And  that  is  great. 

Senator  LEvm.  And  I  want  to  add  my  voice  too  if  I  could  to 
yours 

Senator  Glenn.  Yes. 

Senator  Levin  [continuing].  About  Senator  McCain.  I  think  he  is 
entitled  to  a  lot  of  credit 

Senator  Glenn.  Yes. 

Senator  Levin  [continuing].  For  his  interest  and  for  saying,  "Hey, 
go  ahead  and" 

Senator  Glenn.  And  for  being  willing  to  not  play  politics  and  just 
say,  "Hey,  you  have  worked  on  this  thing;  go  do  it." 

Ajid  we  have  done  some  things  the  other  direction  in  years  past 
on  hearings  when  the  Republicans  had  a  particular  interest  in 
things.  But  I  am  grateful  to  him  and  appreciate  his  willingness  to 
do  it  this  way  this  morning  so  we  could  get  into  this. 

Let  me  take  on  negative  unlimited  obligations  again  just  for  a 
moment  here.  Another  word  for  that,  basically,  is  mistakes.  That 
simplifies  it.  And  it  is  mistakes  in  two  basic  areas  as  I  understand 
it. 

And  all  of  you  correct  me  if  I  am  wrong.  You  can  overpay  on  a 
contract.  If  you  overpay,  that  is  an  unliquidated  obligation  until 
you  get  it  back  from  the  contractor. 

And  another  area  would  be  where  you  pay  out  of  the  wrong  ac- 
count, you  write  the  check  on  the  wrong  account.  And  that  is  an 
.obligation  until  you  get  that  back.  I  think  that  is  a  more  simplified 
version  of  it. 

Is  that,  basically,  a  correct  thought  on  what  happens  in  these  ac- 
counts? 

Mr.  BowsHER.  That  is  basically  correct.  Let  me  just  read  our  offi- 
cial definition  here.  Transactions — negative  unliquidated  obliga- 
tions or  transactions  result  when  a  recorded  expenditure  exceeds 
the  amount  obligated. 

Generally,  this  occurs  when  a  contractor  is  paid  too  much  or  the 
wrong  appropriation  account  or  a  customer  is  charged  when  a  pay- 
ment is  made. 

Senator  Glenn.  Yes. 

Mr.  BowsHER.  And  three,  information  on  an  obligation,  payment 
or  collection  transaction  is  inaccurately  or  incompletely  processed. 

Senator  Glenn.  Yes. 

Mr.  Bowsher.  Yes. 

Senator  Glenn.  You  said  it  in  more  words  than  I  did.  But  that 
is  all  right. 

Mr.  Bowsher.  Yes.  [Laughter.] 

But  you  are  very  close.  [Laughter.] 

I  just  wanted  to  get  that  in  the  record.  [Laughter.] 

Senator  Glenn.  Your  full  statement  will  be  made  part  of  the 
record.  Okay.  Thank  you  very  much. 

Mr.  Bowsher.  I  just  want  to  thank  both  of  you  and  the  other 
Members  of  Congress  for  the  interest  in  this  financial  management. 
I  truly  think  it  is  one  of  the  big  areas  that  the  government  has  to 
get  on  top  of  if  we  are  going  to  win  back  the  confidence  of  the 
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American  taxpayer  and  the  public,  in  addition  to  the  money  that 
is  potentiallv  lost  every  year. 

Senator  Glenn.  Yes. 

Mr.  BowsHER.  I  want  to  thank  you  very  much,  both  of  you. 

Senator  Glenn.  Well,  the  ones  that  make  the  headlines  are  the 
anecdotal  things  where  some  Navy  chief  has  set  up  his  own  com- 
pany that  was  not  justified 

Mr.  BowsHER.  That  is  correct. 

Senator  Glenn  [continuing].  Submits  bills,  and  they  all  get  paid. 
And  there  is  no  system  there  until  he  makes  a  mistake  or  some- 
thing like  that. 

Another  one,  an  Army — no — ^Air  Force  down  in  Texas  where  we 
had  a  case  where  personnel  just  kept  falsifying  records  and  accept- 
ing the  paychecks  for  the  falsified  people  he  put  on  the  rolls  and 
things  like  that  come  out  once  in  a  while. 

But  the  system  should  be  airtight  enough  that  those  things  are 
the  very,  very  rare  situation 

Mr.  BowsHER.  That  is  right. 

Senator  Glenn  [continuing].  Instead  of  being  as  common  as  they 
are.  Then  you  get  over  in  other  areas  where  we  have  just  hundreds 
and  hundreds  of  millions  of  dollars  being  paid  out  that  should  not 
have  been  paid. 

We  try  and  get  it  back.  And  when  these  things  hit  the  papers, 
there  is  no  wonder  people  lack  confidence  in 

Mr.  BowsHER.  That  is  right. 

Senator  Glenn  [continuing].  What  we  are  doing.  Well,  we  are 
working  very  hard  trying  to  correct  that.  And  we  appreciate  your 
work  in  this. 

The  GAO  is  our  eyes  and  ears,  our  investigative  branch  of  the 
Congress.  And  you  take  your  own  lumps  around  here  sometimes, 
too,  unjustified  most  of  the  time,  I  think.  But  if  we  did  not  have 
you  out  doing  your  investigating  work  and  working  with  us  across 
all  of  the  departments,  we  would  be  in  far  worse  shape  than  we 
are  now.  That  is  for  sure.  So  thank  you  very  much. 

Mr.  BowsHER.  Thank  you  very  much,  Mr.  Chairman. 

Senator  Glenn.  I  appreciate  your  testimony  this  morning. 
[Pause.] 

We  have  Mr.  John  Hamre,  who  we  have  worked  with  through 
the  years.  And  we  know  of  his  efforts  over  there.  And  this  is  a  pur- 
pose of  our  hearing  this  morning,  John,  to  get  an  update  on  where 
we  stand,  what  progress  is  being  made. 

As  Senator  Levin  says,  it  is  really  aggravating  when  we  do  not 
see  more  progress.  But  we  look  forward  to  your  testimony  this 
morning. 

STATEMENT  OF  JOHN  J.  HAMRE,  SECRETARY  OF  DEFENSE 
(COMPTROLLER)  AND  CHIEF  FINANCLVL  OFFICER,  U.S.  DE- 
PARTMENT OF  DEFENSE,  ACCOMPANIED  BY  RICHARD  F. 
KEEVEY,  DIRECTOR,  DEFENSE  FINANCE  AND  ACCOUNTING 
SERVICE 

Mr.  Hamre.  Thank  you  very  much,  sir.  If  it  is  all  right,  I  would 
like  to  ask  Rich  Keevey,  who  is  the  director  of  the  Defense  Finance 
and  Accounting  Service  to  join  me. 

Senator  Glenn.  That  is  fine. 
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Mr.  Hamre.  I  have  to  tell  you  I  was,  the  other  day,  at  a  meeting 
with  Rich.  And  we  were  going  over  his  personnel  plans.  And  I  was 
looking  at  what  it  took  to  be  qualified  to  be  hired  as  a  GS-11. 

And  I  leaned  over  and  I  said,  "Rich,  you  would  not  hire  me.  You 
know,  I  am  not  qualified  to  be  a  GS-11.  Boy,  it  is  a  good  thing  I 
am  your  boss."  [Laughter.] 

And  so  I  wanted  him  here  because  he  is  one  of  the  few  people 
who 

Senator  GLE^fN.  That  is  fine  and  anyone  else  you  want  at  the 
table,  that  is  fine. 

Mr.  Hamre  [continuing].  May  know  what  I  am  talking  about. 

I  also  wanted  to  say.  Senator,  when  you  first  talked  to  me  about 
this,  you  said,  "This  is  going  to  be  the  most  boring  stuff  in  the 
world." 

And  you  were  right.  You  asked  about  NULOs  earlier.  And  I  will 
give  you  a  real  explanation  of  NULOs.  I  do  not  think  we  really  had 
one  here.  But  I  will  give  you  that. 

But  this  stuff  is  so  boring.  I  want  you  to  know  I  bottled  it.  And 
I  have  brought  you  a  bottle  of  NULO.  And  it  says  it  is  guaranteed 
to  put  you  to  sleep  but  overdoses  may  cause  terminal  boredom.  And 
so  if  I  could — [Laughter.] 

Just  let  me  give  that  to  Senator  Glenn.  That  is  compliments  of 
the  comptroller  s  office,  sir. 

Senator  Glenn.  Is  this  worth  over  $150?  I  cannot  accept  it. 

Mr.  Hamre.  Sir,  you  do  not  have  to  report  this  as  a  gratuity. 
[Laughter.] 

Senator  Glenn.  Okay.  Good. 

Mr.  Hamre.  And  I  will  explain  in  a  few  minutes  what  a  NLTLO 
is.  If  I  could — and  I  very  much  would  like  to — Senator  Levin,  I 
want  to  come  and*  especially  talk  to  you  about  some  of  the  things 
that  you  have  mentioned  this  morning. 

One  thing  I  very  much  hope  we  do  not  do  is  create  a  witch  hunt 
after  GS-5s  and  GS-6s  that  work  for  the  Department  who  are  just 
sitting  at  a  terminal  trying  to  do  their  job  every  day.  And  they  are 
working  hard. 

Wq,  have  failed  them  as  a  department  by  not  giving  them  more 
useful  systems  to  work  with.  And  so,  if  there  is  a  responsibility  to 
fix  that,  put  it  right  on  me.  I  am  the  one  that  has  to  fix  that. 

And  I  really  would  hope  we  would  not  get  after  chasing  down  the 
little  people.  Where  we  have  problems — and  I  would  be  glad  to  talk 
to  you  about  anti-deficiency.  I  worked  on  that  harder  than  probably 
anything  else  in  the  Department.  And  I  would  like  to  talk  with  you 
about  that. 

We  do  need  help.  But  I  think  it  is  of  a  different  nature  than  that. 
And  I  very  much  hope  we  can  spend  some  time  talking  about  it. 
What  I  would  like  to  do  is  to  go  through  and  very  quickly  give  you 
an  update  on  where  we  are.  And  first  of  all,  let  me  tell  you,  I  will 
just  give  you  some  sense  of  how  big  we  are  as  a  department. 

This  is  a  massive  operation.  We  process  two  and  a  half  million 
invoices  every  month,  you  know,  and  we  spend  $9.2  billion  a 
month.  Senator  Glenn  mentioned  that  we  process  35  million  an 
hour  at  the  Columbus  Center.  We  process  nearly  10  million  pay- 
checks a  month.  That  is  10  million  times  to  get  things  screwed  up. 
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I  have  had  my  pay  screwed  up  six  times  since  I  have  been  in  the 
Department.  And  that  is  not  good  enough.  Obviously,  my  wife,  she 
thinks  that  is  really  not  good  enough. 

And  it  is  really  bad  when  you  screw  up  your  boss's  pay.  And  I 
have  done  that  a  couple  of  times.  And  we  have  really  got  to  get  on 
top  of  it.  We  are  making  progress.  But  we  are  processing  $8  billion 
a  month  in  this. 

We  issue  nearly  half  a  million  savings  bonds  by  name  every 
month.  A  lot  of  those,  we  have  to  keep  and  store  centrally  for  our 
troops  when  they  are  overseas. 

We  process  800,000  travel  vouchers.  I  mean  it  is  astounding  the 
volume  of  material  that  we  go  through.  And  so  I  need  to  give  you 
some  sense  of  context  of  what  this  huge  Department  does. 

Frankly,  we  process  2,500  people  that  die  every  month  that  we 
have  to  process  for  their  families  and  go  through  their  entitlements 
and  things  of  this  nature.  So  it  is  a  huge  complicated  community. 
And  when  you  see  these  horror  stories  that  are  in  the  paper,  and 
they  are  not  good,  boy,  we  have  to  make  it  better.  But  I  need  to 
put  it  in  perspective. 

That  $19  billion  problem  that  we  have  with  problem  disburse- 
ments represents  about  2  percent  of  all  of  the  funds  that  we  have 
spent  in  the  last  10  years.  And  that  is  over  a  10-year  period. 

So  we  have  had  a  98  percent  success  rate.  And  we  are  getting 
crucified,  frankly,  for  a  2  percent  set  of  problems.  And  that  is  not 
good.  I  am  not  going  to  excuse  that.  And  we  are  going  to  fix  it.  But 
I  do  have  to  put  it  in  context. 

Senator  Glenn.  Go  ahead. 

Mr.  Hamre.  Now,  what  I  would  like  to  do  is  first  lay  the  founda- 
tion for  us  as  the  creation  of  DFAS.  And  it  was  created  only  in 
1991. 

Prior  to  that  time,  there  were — each  of  the  military  departments 
had  their  own  finance  and  accounting  operations.  There  are  five 
centers.  And  we  had  over  300  field  locations.  Let  us  go  to  the  next 
chart.  Let  me  show  you,  and  we  will  come  back. 
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Original  DFAS  Locations 


This  is  just  a  schematic  of  all  of  the  places.  We  have  300  defense 
accounting  offices  around  the  country.  And  each  of  them  has,  over 
the  years,  evolved  their  own  business  practices.  They  are  using  dif- 
ferent systems.  We  have  250  accounting  systems. 

And  all  of  this  came  to  light,  frankly,  and  we  started  focusing  on 
it  when  we  created  a  single  organization  to  own  all  of  it.  And  that 
was  our  starting  point.  This  is  where  we  had  to  get  some  fixes. 

Let  us  go  back. 

Now,  you  said  one  of  the  things  we  have  done  at  DFAS — and  I 
would  like  to  give  it  to  you — is  our  master  plan  for  consolidation, 
our  location  consolidation  and  our  systems  consolidation.  We  have 
done  a  lot  of  work  on  that.  And  Rich  is  available  at  any  time  to 
go  over  with  you  and  the  staff  what  it  is  that  we  have  done  in  this 
area. 

And  I  think  GAO  is  absolutely  right.  This  is  really  hard  because 
at  the  core  you  have  to  reengineer  your  business  practices.  And 
this  is  why  it  is  so  hard.  And  we  will  spend  some  time  talking 
about  that  in  just  a  minute. 
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Future  DFAS  Locations 


Now,  I  mentioned  that  we  currently  have  about  300  locations. 
And  we  are  going  to  downsize.  We  are  only  going  to  have  20  in  the 
future  in  addition  to  the  five  centers.  And  if  I  could,  just  as  a  basic 
organizing  concept,  the  five  centers  fiinctionally  act  as  our  disburs- 
ing centers.  The  20  centers  operate  as  our  accounting  stations,  as 
it  were,  in  the  new  environment. 

This  is  the  way  we  are  going  to  get  it.  Reform  does  not  come  by 
itself  Reform  comes  as  a  product  of  downsizing.  We  know  we  are 
going  to  have  to  shrink.  We  are  going  to  shrink.  And  because  of 
that,  we  have  to  learn  how  to  do  our  business  better.  And  this  is 
a  key  element  to  making  that  work. 
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ALIGNMENT  OF  OPERATING  LOCATIONS  TO  CENTERS 

DEFENSE  FINANCE  AND  ACCOUNTING  SERVICE 
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Just  to  show  you  what  the  various  centers  are — and  I  am  not 
going  to  spend  any  time  on  it.  Now,  we  are  organizing  them  along 
the  lines  to  support.  These  are  satellite  offices  to  support  the  cen- 
ters. 

And  as  you  can  see — let  us  take  the  Indianapolis  center  which 
was  the  Army  center — ^by  the  way,  probably  the  best  accounting  op- 
eration in  the  Department  of  Defense  was  the  Army  operation. 

And  they  have  underneath  them  these  six  locations:  Orlando, 
Lawton,  Rock  Island,  Seaside,  St.  Louis  and  Rome.  Now,  we  have 
opened  up  the  Rock  Island  operation.  We  have  opened  up  the 
Rome/New  York  operation.  And  the  Orlando  office  will  open  up 
soon.  It  is  already  doing  some  preliminary  dry  runs.  And  that  will 
be  functional  here  in  the  next  month. 

Now,  in  addition,  we  are  going  to  start  turning  these  into  "pur- 
ple" (i.e.,  joint  service)  accounting  offices  rather  than  just  service- 
specific  accounting  offices. 

So  the  Orlando  operation  will  do  payments  for  both  the  Air  Force 
and  the  Army.  The  Norfolk  operation,  which  you  see  under  Cleve- 
land Center — which  was  the  Navy  center — will  actually  process 
Army  and  Navy  transactions  at  that  location. 

We  are  gradually  becoming  more  purple.  And  it  is  going  to  take 
time,  as  we  are  bringing  all  of  the  various  field  locations  together 
geographically. 
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Now,  some  people  have  said  we  do  not  have  milestones  and  we 
have  not  kept  track.  I  want  to  show  you,  this  is  only  the  highest 
level  detail. 

We  have  800  elements,  line  items,  that  we  track  on  a  monthly 
basis  for  each  one  of  these  centers  as  we  are  opening  them  up.  And 
this  is  the  schematic  that  we  are  using.  And  we  use  this  mecha- 
nism, also,  for  our  systems  consolidation  as  well.  And  so,  believe 
me,  we  are  perfectly  happy  to  go  over  any  of  the  details  that  the 
Department  is  using  and  working  day  in  and  day  out  for  this  mas- 
ter plan  for  conversion. 

Just  to  give  you  some  sense,  we  will  continue  to  support  the 
troops  in  the  field  and  at  the  DFAS  operating  locations.  There  will 
be  a  small  local  office,  a  finance  customer  service  office  at  every  in- 
stallation. 

And  it  will  largely  take  care  of  military  pay,  permanent  change 
of  station  travel,  as  well  as  local  disbursing,  to  make  emergency 
payments. 

Local  offices  will  do  all  the  customer  service,  taking  care  of  travel 
vouchers  and  like  things  that  come  in.  But  the  rest  of  it,  all  of  the 
paying,  vendor  pay,  civilian  pay,  travel,  and  disbursing,  we  will  do 
out  of  these  20  new  operating  locations  and  the  five  big  centers. 

This  is  a  major  part  of  our  downsizing.  We  currently  have  46,000 
people  who  are  involved  in  finance  and  accounting  in  the  Depart- 
ment of  Defense.  And  we  are  going  to  cut  that  in  half  over  the  next 
5  years.  And  we  will  do  that  through  this  kind  of  reform. 
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I  also  want  to  show  you:  Again,  this  is  the  detailed  stand  up 
schedule  for  the  new  locations.  Let  me  just  take  Omaha,  for  exam- 
ple. 

Omaha,  which  is  under  the  DFAS  Denver  Center,  will  be  at 
Offutt  Air  Force  Base.  We  started  with  the  accounting  station  that 
existed  already  at  Offutt.  We  are  going  to  have  about  750  people 
there.  And  we  will  be  moving  into  Altus,  Ellsworth  and  Little  Rock 
this  summer.  So  we  will  be  oringing  in  these  other  field  locations 
and  closing  down  the  remote  locations. 

We  would  be  glad  to  go  over,  with  anybody,  the  details  for  this 
consolidation  and  how  it  is  working.  Now,  let  me  say,  we  have 
made  progress.  And  what  disappointed  me  a  bit  about  the  article 
(in  the  Washington  Post)  on  Sunday  was  that  it  did  not  give  credit 
for  the  progress  the  Department  has  made. 

I  should  nave  started  by  saying  that — I  have  three  heroes  in  ad- 
dition to  my  boss.  He  is  my  fourth.  I  have  three  heroes  in  my  line 
of  work. 

One  is  Don  Atwood,  who  was  the  Deputy  Secretary  of  Defense 
under  Dick  Cheney.  Don  Atwood  started  a  lot  of  this.  And  if  it  had 
not  been  for  his  foresight  and  his  drive  as  a  businessman,  we 
would  be  nowhere  right  now  in  finance  and  accounting  for  the  De- 
partment. 

Second  would  be  Sean  O'Keefe,  who  was  my  predecessor  who  did 
so  much  to  get  the  ball  rolling,  and  his  deputy,  Don  Shycofif.  Those 
three  people  gave  us  a  foundation  in  finance  and  accounting.  If  it 
had  not  have  been  for  that,  I  would  be  able  to  report  virtually  no 
progress  to  you. 

So  we  have  to  give  them  credit.  This  is  a  long-term  thing,  Sen- 
ator. It  traces  back  to  when  you  were  leaning  on  Don  Atwood.  I  re- 
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member  some  of  those  hearings;  you  were  leaning  on  him  hard  to 
do  it.  And  he  listened  to  you.  And  he  got  it  started. 

Fortunately,  I  get  to  build  on  that  foundation  in  the  Department. 
And  one  result  is  what  Rich  is  running — this  whole  new  consoli- 
dated operation.  Now,  let  me  say,  here  is  what  we  are  doing  in  the 
various  finance  systems.  When  the  DFAS  was  created  back  in 
1991,  we  had  18  separate  military  payroll  systems. 


FINANCIAL  SYSTEMS 

CONSOLIDATION  WELL 

UNDERWAY 
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18 
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1 
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3 
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2 

1 
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TOTAL  49  21  6 
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We  have  been  downsizing  during  the  last  4  years.  Today  we  oper- 
ate six.  And  in  2  years,  we  will  be  down  to  only  two  military  pay 
systems.  And  the  reason  we  have  two  is,  frankly,  the  Marine  Corps 
has  the  best  system.  It  is  a  combined  personnel  and  pay  system; 
but  it  was  not  judged  to  be  a  scaleable  technology  and  system  for 
the  rest  of  the  Department. 

And  so,  we  are  keeping  the  Marine  Corps  system  because,  frank- 
ly, it  is  the  model.  And  everybody  else  will  be  evolving  into  a  single 
payroll  system.  For  the  civilian  pay,  actually,  the  Navy  turned  out 
to  have  the  best  civilian  pay  system.  We  adapted  and  modified  it. 
Again  we  downsized.  We  started  with  18  systems;  we  are  down  to 
10  today. 

We  are  converting  about  20,000  people  a  month  to  the  new  civil- 
ian payroll  system,  four  installations  a  month.  By  1998,  we  will 
have  only  a  single  civilian  payroll  system. 

For  military  retirees  and  annuitants,  when  the  DFAS  was  cre- 
ated we  had  eight  separate  systems.  Two  weeks  ago,  Rich  and  I 
were  out  at  Cleveland  where  we  dedicated  and  celebrated  the  con- 
clusion of  yet  another  consolidation.  We  are  now  on  one  single  sys- 
tem for  these  payments. 
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Let  me  give  you  an  idea  of  what  that  has  meant  to  us  in  the  De- 
partment. Back  when  we  had  eight  systems,  it  took,  on  the  aver- 
age, 1,100  customers  per  payroll  clerk. 

So  that  one  payroll  clerk  would  take  care  of  approximately  1,100 
retirees  and  annuitants.  It  would  take,  on  the  average,  3  weeks  to 
process  a  change.  Everything  was  in  paper. 

Today,  we  are  operating  with  a  new  system.  With  the  new  sys- 
tem, one  clerk  will  take  care  of  4,440  retirees  or  annuitants.  And 
the  average  time  to  make  a  change  is  3V2  minutes  on  a  telephone 
call.  We  do  it  all  from  a  1-800  telephone  call  system.  And  it  takes 
about  3V2  minutes  to  make  a  change. 

Senator  Glenn,  you  have  seen  that  we  have  gone  through  a  to- 
tally electronic  environment  for  record  keeping.  And  we  have  done 
that  in  retiree  and  annuitant  pay. 

Just  the  other  extreme,  as  you  know,  is  found  at  the  DFAS  Co- 
lumbus Center,  where  we  do  our  contract  pay.  Now,  you  asked 
GAO  earlier  "should  we  not  be  doing  something  about  it?"  We  actu- 
ally have  a  contract  underway  for  an  imaging  system  for  exactly 
the  kind  of  system  you  saw  in  Cleveland  to  be  introduced  down  at 
Columbus. 

Our  problem  is  that  we  are  working  with  contracts  that  are  6 
and  8  and  10  years  old.  Is  it  cost-effective  to  digitize  all  of  that 
paper  and  put  it  on  a  screen,  or  do  we  just  go  forward  from  here 
on?  That  is  a  hard  question  because  it  costs  a  lot  of  money.  And 
we  are  trying  to  wrestle  that  one  to  the  ground. 

We  are,  right  now,  still  using  three  separate  transportation  pay- 
ment systems.  And  we  will  be  down  to  one  next  year,  actually. 

For  contract  pay,  we  have  two  primary  systems.  The  MOCAS 
system  which  is  out  at  Columbus,  and  a  system  that  is  called  AMIS 
which  was  operated  at  Albuquerque  for  large  Air  Force  contracts. 
And  we  are  right  now  in  the  process  of  converting  that  system  and 
bringing  it  over  to  MOCAS. 

It  has  been  a  remarkably  hard  problem.  And  we  have  had  our 
fits  and  stops  along  the  way.  But  we  will  have  that  done  this  year. 
So  we  are  making  progress  in  the  financial  systems,  the  disbursing 
side  of  the  house  as  it  were. 

We  are  lagging  on  the  accounting  side.  And  it  turns  out  it  is  a 
lot  harder  to  do  the  accounting  job.  We  started  off  with  88  systems. 
And  right  now,  we  still  have  83  for  general  accounting. 
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ACCOUNTING  SYSTEMS 
CONSOLIDATION  LAGGING 

1991       1995       1998 
GENERAL  FUND  88  83  42 

BUSINESS  FUND  82  80  17 

TOTAL  170  163  59 

11 


An  accounting  system  is  not  like  a  box  that  you  can  take  and  use 
or  not  use.  It  is  really  more  like  a  lymphatic  system  that  runs 
throughout  your  body.  And  so,  when  you  look  at  a  shipyard,  for  ex- 
ample, you  cannot  just  simply  detach  the  accounting  system,  be- 
cause that  accounting  system  is  imbedded  into  the  basic  shipyard 
management  system. 

And  so,  if  you  want  a  new  accounting  system,  you  have  to  engi- 
neer it  out  of  the  existing  shipyard  management  system  and  put 
a  new  one — with  all  required  connectivity  to  other  systems — back 
into  it.  And  that  turns  out  to  be  a  very  difficult  and  very  expensive 
thing  to  do. 

We  are  lagging  on  this  and  this  is  a  problem.  I  think  this  is  one 
of  the  reasons  that  the  DBOF  is  plagued,  and  we  are  troubled.  And 
I  think  the  GAO  is  right.  One  of  the  real  difficulties  we  have  had 
with  DBOF — this  is  the  one  area  where  you  need  accounting  data. 

By  and  large,  I  think  we  have  put  together  a  very  solid  budget 
because  we  do  it  off  of  our  disbursing  systems — and  they  are  pretty 
good.  But  our  accounting  data  is  lacking,  and  accounting  data  is 
critical  for  DBOF.  This  is  why  we  have  had  disappointment,  I 
think,  in  that  area. 
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PROBLEM  DISBURSEMENTS 

•  UNDERLYING  CAUSES 

•  SCOPE  OF  THE  PROBLEM 

•  SOLUTIONS 
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Now  I  would  like  to  talk  about  the  problem  disbursements  be- 
cause we  have  had  a  lot  of  them.  This  area  is  a  lot  of  what  the  Post 
article  focused  on.  I  would  like  to  talk  about  what  is  a  problem 
disbursement('s);  how  big  the  problem  is  and  then  finally  share 
some  solutions. 

Before  we  do  that,  let  me  say  that  I  also  have  had  a  hard  time 
understanding  what  a  NULO  is.  It  has  to  be  the  least  intelligible 
concept  that  the  human  mind  has  ever  invented — the  negative  un- 
liquidated obligation. 

Let  me  give  you  an  analogy  that  has  helped  me  understand  how 
this  works.  And  then  I  will  explain  which  is  a  NULO  and  which 
is  an  unmatched  disbursement.  Say  that  I  am  the  rich  uncle  in  a 
family.  And,  because  I  have  so  much  money,  and  my  brothers  and 
sisters  do  not  have  any  money,  I  have  offered  to  send  all  of  their 
kids  to  college.  So  all  of  my  nieces  and  nephews  get  to  go  to  college, 
and  I  am  going  to  pick  up  the  tab.  To  do  this,  I  am  going  to  give 
them  a  checkbook,  each  of  the  kids. 

Now,  I  am  no  dummy.  I  know  this  is  a  problem.  So  what  I  am 
going  to  do  is  pre-negotiate  with  them  how  much  they  get  to  spend 
in  various  areas.  So,  my  nephew,  Johnny,  goes  to  Princeton.  And 
he  gets  $13,400  for  tuition.  And  room  and  board  is  $3,200. 

I  list  all  of  these  things  that  I  am  going  to  underwrite — and  that 
is  his  allowable  limit.  And  I  set  these  limits  with  each  of  these  10 
nieces  and  nephews  of  mine  that  I  am  going  to  pay  along  the  way. 
And  then  I  give  them  blank  checks. 

Soon,  the  checks  start  coming  in.  And  most  of  the  time  it  works. 
But  I  get  a  check  for  tuition  from  Princeton.  And  it  is  not  $13,400. 
It  is  $14,200. 

That  differential,  that  $800,  is  a  negative  unliquidated  obliga- 
tion, a  NULO.  And  I  have  to  reconcile  it  since  I  don't  know  whether 
it  is  right  or  wrong?  But  it  is  an  overage  that  I  have  paid;  I  have 
a  canceled  check  for  that  amount. 

And  now  I  have  to  go  back  and  say:  Did  it  exceed  what  I  allowed 
them  to  spend,  and  was  it  right  or  wrong?  It  does  not  mean  it  was 
a  bad  expenditure  per  se.  It  meant  that  my  original  forecast  may 
not  have  been  right  or  there  may  have  been  another  problem. 
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Now,  I  may  have  gotten  another  check,  one  payable  to  the  Red 
Horse  Saloon.  And  I  did  not  authorize  my  niece  Mary  Ann  to  go 
to  the  Red  Horse  Saloon.  Now,  I  have  to  track  that  one  down.  That 
is  an  unmatched  disbursement  because  the  Red  Horse  Saloon  is  not 
in  my  advance  agreement  at  all. 

Now,  it  turns  out  that  my  niece  bought  a  used  biology  textbook 
from  a  guy  who  was  a  waiter  at  the  Red  Horse  Saloon.  And  he 
wanted  the  cash  for  the  weekend.  So,  he  penned  in  the  saloon  as 
payee  on  her  check.  He  got  money  right  away  from  the  saloon,  and 
she  got  her  book. 

It  was  a  perfectly  fair  and  legitimate  transaction — but,  on  its 
face,  it  was  an  unmatched  disbursement.  And  I  had  to  deal  with 
that  problem  since  I  did  not  know  the  details  and  was  so  distant 
from  it. 

Now,  imagine  this  system  several  thousand  times  amplified.  We 
are  processing  2V2  million  invoices  a  month,  and  we  are  writing 
checks  at  300  locations  around  the  country.  Nobody  goes  back  and 
checks  what  is  in  the  original  balance,  and  whether  it  was  pre-au- 
thorized. 

Its  not  unlike  the  system  where  I  sit  down  and  try  to  negotiate 
how  much  each  niece  and  nephew  is  going  to  pay  in  tuition  and 
room  and  board  and  the  whole  works.  But  the  canceled  checks 
come  in  that  are  different,  and  we  have  to  figure  that  out  after  the 
fact. 

We  got  into  this  sad  state  of  affairs  because  we  use  an  anti- 
quated decentralized  system  to  pay  now  and  account  later.  That  is 
not  good,  and  we  have  adopted  some  policy  changes  to  fix  it. 

It  is  hard  to  change  when  you  are  processing  two  and  a  half  mil- 
lion invoices  a  month.  So  we  are  going  to  start  with  the  big  pay- 
ments first. 

I  am  jumping  ahead  a  little  bit.  We  are  going  to  start  with  the 
big  ones  like  tuition,  okay,  because  there  are  only  going  to  be  one 
for  each  of  the  10  kids  each  semester.  And  those  are  easy  to  check, 
but  checking  all  of  those  little  checks,  you  know,  for  laundry  and 
everything  else,  takes  time  due  to  lots  of  volume.  It  is  going  to  be 
a  while  before  we  can  work  our  way  down  to  prevalidating  all  pay- 
ments. But,  we  are  starting  with  the  big  ones  right  away. 
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UNDERLYING  CAUSES 
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•  LEGACY  OF  "PAY  NOW,  ACCOUNT  FOR  IT  LATER" 

•  CROSS  DISBURSING  13 


Let  me  now  talk  about  this  very  first  item  which  is  a  vertical  or- 
ganization coping  with  horizontal  requirements,  because  this  is  a 
key  part  of  our  problem. 


THE  PROCESS  TODAY 

PROGRAM  MANAGES 
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•ISSUES  REQUEST  FOR 
PROCUREMENT 
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- 
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Here  is  how  the  process  should  work.  First,  there  is  a  program 
manager  who  requests  funds.  And  let  us  say  he  is  the  F-16  pro- 
gram manager.  He  gets  an  authorization,  and  just  like  my  niece, 
Mary  Ann,  I  negotiate  with  him  how  much  he  is  going  to  spend  on 
all  of  the  various  lines  that  are  going  to  be  in  his  account.  And  that 
establishes  the  accounting  record. 
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Activity  than  focuses  on  the  contracting  office.  And  they  nego- 
tiate the  contract  with  the  contractor.  And  then  the  contractor 
makes  progress  or  dehvers  and  periodically  sends  us  payment  re- 
quests. And  we  issue  progress  payments. 

The  contract  is  administered  by  the  Defense  Contract  Manage- 
ment Command  which  gives  us  reports,  "Yes.  We  have  received  it." 
That  record  goes  over  to  the  DFAS,  which  pays  it.  And  then  we 
send  it  over  to  an  accounting  station.  And  we  rack  it  all  up.  And 
we  let  the  program  manager  know  where  he  stands.  That  is,  in  the- 
ory, how  it  is  supposed  to  work. 


PAPER  FLOW 
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In  practice,  however,  it  is  much  worse.  This  is  a  schematic  that 
represents  these  flows.  Now,  I  have  to  tell  you  this  understates  the 
complexity.  First  of  all,  there  actually  are  105  arrows,  not  just  the 
20  that  we  have  represented  on  this  chart. 

Second,  these  are  different  organizations.  The  program  manager 
and  the  contract  office  generally  tend  to  be  military  service  organi- 
zations, in  this  case  an  Air  Force  contracting  oflTice. 

Of  course,  the  DCMC  is  a  "purple"  operation  operated  by  the  De- 
fense Logistics  Agency.  The  paying  office  is  the  DFAS,  yet  operated 
another  Defense  agency. 

These  are  different  organizations  all  of  which  designed  their 
management  systems  to  operate  vertically;  you  know,  a  piece  of 
paper  being  reported  up  to  the  boss.  And  then  that  paper  has  to 
be  shipped  105  times  across  the  system  in  order  to  get  a  payment 
made  and  accounted  for. 

Now,  this  is  the  problem.  Senator.  You  asked,  who  should  we 
hold  accountable?  Where  did  the  mistake  occur  in  a  system  that 
takes  105  transactions,  each  one  of  which  has  to  be  right,  or  if  an 
error  pops  up,  we  have  to  research  it? 
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It  is  not  that  we  have  wicked  people  trying  to  screw  up.  It  is  that 
we  have  a  system  that  is  so  error-prone  that  good  people  working 
hard  are  going  to  make  mistakes.  And,  unfortunately,  that  is  a  lot 
of  the  problem  that  we  have  right  now  in  the  Department. 

Okay.  Let  me  talk  about  the  size  of  this  disbursement  problem. 

Senator  Levin.  May  I  ask  one  question  there,  Mr.  Chairman,  just 
on  that  chart? 

Senator  Glenn.  Sure. 

Senator  Levin.  Are  you  saying  that  when  $500  to  $750  million 
annually  are  paid  to  DOD  contractors  beyond  what  we  actually  owe 
them 

Mr.  Hamre,  And  we  recovered  all  of  that,  by  the  way.  That  was 
all  recovered,  which  I  am  going  to  come  to  in  a  minute,  Senator. 

Senator  Levin.  That  is  not  the  answer  we  got  from 

Mr.  Hamre.  No.  I  know  it.  He  gave  you  a  different  answer,  I 
think.  And  I  would  like  to  talk  about  that  because  I  think  that  has 
been  misrepresented  in  the  press. 


PROBLEM  DISBURSEMENTS- 
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Here  is  our  problem  disbursements  area.  Sir,  would  you  like  to 
break? 

Senator  Glenn.  Yes.  I  think  we  might  as  well  go  ahead  and 
break  right  now  while  we  run  over  and  vote.  And  then  we  will  be 
back  as  soon  as  we  can. 

Mr.  Hamre.  Okay.  All  right.  Please  come  back.  [Laughter.] 

Senator  Glenn.  Okay. 

[Recess.] 

Senator  Glenn.  We  will  resume  the  hearing. 

Thank  you  for  your  patience.  I  am  sorry  we  had  to  do  that.  But 
that  is  the  way  it  works  around  here.  Go  ahead. 
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Mr.  Hamre.  Sir,  we  now  are  going  to  talk  about  our  problem  dis- 
bursements, and  there  have  been  a  lot  of  numbers  reported.  These 
are  current  as  of  this  month,  and  since  these  numbers  have 
bounced  all  over,  we  got  criticized  by  GAO  for  saying  that  we  were 
actually  down  when  they  said  we  were  actually  up. 

This  is  because  the  baseline  changed  over  that  period.  We  adopt- 
ed their  more  stringent  baseline.  And,  of  course,  that  resulted  in 
a  higher  reported  number.  They  said  that  meant  we  had  a  bigger 
problem;  that  is  not  true. 

According  to  this  revised  criteria,  we  have  had  real  success.  We 
took  our  unmatched  disbursements.  Remember  the  example  of  the 
Red  Horse  Saloon  where  I  had  to  figure  out:  Is  it  legitimate  or  not 
legitimate?  Down  from  $23  billion,  which  was  the  case  when  I  first 
got  over  to  the  Department  to  $13.3  billion  as  of  last  month.  Okay. 
It  is  still  a  big  number. 

And  again,  remember  the  base  I  am  working  against.  These  are 
unmatched  disbursements  that  extend  back  over  the  last  10  years 
worth  of  procurement  and  R&D  activity.  That  is  a  $1.1  trillion 
base.  And  I  have  $13  billion  of  unmatched.  So  it  is — ^you  see  a 
small  percentage.  It  is  a  1  percent.  I  am  not  saying  that  is  great. 
But  I  have  to  put  it  in  context. 

We  talked  about  NULOs,  and  the  reason  it  is  very  important  we 
are  cracking  NULOs  now  is  that  I  require  by  new  regulation  that 
if  the  services  cannot  come  up  with  an  obligation  record  to  cover 
that  differential,  they  have  to  obligate  new  funds. 

And  so,  as  of  the  first  of  July,  we  could  potentially  be  requiring 
the  obligation  of  up  to  $6  billion.  That  is  why  it  is  a  pretty  impor- 
tant issue.  We  are  working  pretty  hard  on  solving  this  one  right 
now. 

And  then  there  are  in  transit  payments.  These  are  a  little  bit 
like  your  fioat  when  you  write  a  check,  the  time  between  your  pay- 
ment and  a  posting  at  the  bank.  Unfortunately,  our  floats  are  long, 
like  6  months  in  some  cases.  It  takes  a  long  time  because  of  cross 
disbursing  for  us  to  get  the  record  of  a  disbursement,  made  in  one 
place,  to  an  accounting  station  at  another  place. 

We  may  disburse  in  Omaha  against  a  Navy  account.  By  the  time 
we  track  it  back  to  the  program  manager — the  original  records  and 
his  accounting  station,  it  takes  us,  on  the  average,  180  days. 

That  is  far  too  long.  And  so,  we  are  trying  to  get  that  down.  As 
you  can  see,  we  are  making  progress  in  that  area  as  well.  So  we 
are  down  now  in  this  total  most  stringent  definition  of  problem  dis- 
bursements. 

We  are  down  to  about  $28.8  billion.  What  I  would  like  to  do  is 
show  you  how  we  track  some  of  this. 
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In  this  case,  I  am  showing  you  unmatched  disbursements.  This 
is  a  case  where  something  came  in  that  was  not  in  our  original  ob- 
ligation record.  And  we  have  got  to  track  it  down. 

This  line  going  down  that  has  the  little  diamonds  in  it,  that  is 
the  goal  that  I  gave  to  Rich. 

And  I  said,  'This  is  going  to  be  cut  in  half  by  such  and  such  a 
date."  We  are  making  progress.  But  we  are  not  going  to  make  that 
goal.  And  I  will  show  you  that  in  all  of  the  succeeding  charts. 

Now,  let  me  just  point  out,  these  bar  graphs,  these  histograms 
are  stacked  up  to  reflect  progress  at  the  various  DFAS  centers. 

And  notice  the  big  one  at  the  bottom.  That  is  the  Cleveland  cen- 
ter. So  about  half  of  our  problem  rests,  frankly,  in  the  Cleveland 
center — the  former  Navy  accounting  station.  The  Navy  had  the 
worst  problems.  They  apparently  did  not  have  a  strong  tradition  in 
finance  and  accounting. 

Senator  Glenn.  Those  are  mainly  in  personnel. 

Mr.  Hamre.  Cleveland  is  now  becoming  our  personnel  payment 
center.  We  are  moving  a  lot  of  the  accounting  activity  away  from 
Cleveland  and  out  to  Indianapolis  because  it  is  far  stronger  in  that 
discipline. 

Senator  Glenn.  Are  these  unmatched  disbursements?  So  are 
these  in  personnel  or  in  other  matters? 

Mr.  Hamre.  No,  sir.  We  still  do  accounting.  We  still  do  contract 
accounting  and  other  things  in  Cleveland  for  the  Navy.  What  you 
saw  when  you  were  out  there  was  primarily  the  personnel  support 
operation.  And  they  are  first-class.  That  is  a  world-clas;?  operation 
in  personnel  payments.  Unfortunately,  it  is  not  world-class  when  it 
comes  to  accounting. 
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Senator  Glenn.  Where  they  are  working  on  contracts  and  so  on, 
are  they  about  the  same  as  Columbus  then  as  far  as  their 

Mr.  Hamre.  No,  sir.  They  do  not  do  contract  payment.  And  what 
you  saw,  the  nightmare  of  all  of  that  paper,  was  because  that  is 
where  we  actually  write  the  checks. 

They  do  the  accounting,  roll-up  of  the  accounting  records  and 
things  like  that  for  the  various  Navy  offices.  It  is  not  as  frenetic 
an  operation  with  so  much  paper  as  is  the  case  in  Columbus.  Co- 
lumbus is  a  story  all  of  its  own  as  you  know. 

I  want  to  show  you  a  slightly  different  example  of  unmatched 
disbursements.  In  this  case,  I  am  going  to  look  at  the  Cleveland 
center.  And,  by  the  way,  we  have  all  of  this  detail,  and  we  are  open 
to  sharing  this  detail. 

I  would  ask,  rather  than  just  being  reported  in  the  aggregate  as 
a  terrible  thing,  that  interested  parties  come  over  and  look  at  how 
we  are  managing  this  problem.  And  we  would  be  glad  to  do  that. 

Now,  in  this  case,  I  am  showing  the  bars  stacking  up  in  a  dif- 
ferent way.  In  this  case,  I  am  showing  them  by  age.  Notice  that 
the  big  stack  at  the  bottom,  the  crosshatching,  are  those  un- 
matched disbursements  that  are  180  days  old  or  older. 

Now,  my  wife  and  I  share  a  checking  account.  And  if  I  do  not 
balance  my  checking  book  every  month,  if  I  let  it  slip  2  months  or 
3  months — you  know  how  much  harder  it  is  to  then  try  to  recon- 
struct everything. 

Now,  imagine  having  100  people  writing  checks  on  your  account, 
poor  records,  you  have  15  or  16  items  you  have  to  keep  track  of, 
not  just  the  four  normal  data  elements:  the  date,  the  check  num- 
ber, who  it  went  to  and  the  amount. 

We  have  about  16  or  17  data  elements.  You  may  have  100  people 
writing  checks  on  an  account  and  some  of  these  things  are  5  and 
6  years  old. 

We  now  are  having  a  nightmare  trying  to  find  some  of  this  stuff. 
This  is  our  big  problem  child,  and  it  mostly  is  in  the  Navy,  it  is 
at  the  Cleveland  center,  and  it  is  the  old  disbursements.  And  we 
are  going  to  have  to  wrestle  those  to  the  ground. 

As  you  can  see,  there  is  one  other  thing  to  view  on  this  chart. 
At  the  very  top  you  see  that  we  still  have  about  $1  billion  coming 
in  unmatched  every  month. 

We  have  a  lot  of  bad  stuff  coming  in  the  front  door  every  month 
that  we  have  to  reconcile.  And  thus,  the  only  solution  is:  Do  not 
write  the  check  until  you  match  it  up  to  the  accounting  record. 

You  know,  we  have  to  stop  the  old  practice  of  just  writing  the 
check  and  then  figuring  it  out  later.  We  have  to  match  it  up  first. 

And  that  is  why  we  put  in  the  new  policy.  It  starts  on  July  1  at 
the  $5  million  level;  the  disbursing  officer  cannot  write  a  check 
until  he  or  she  has  pre-validated  it  to  the  accounting  record. 

On  October  1,  that  drops  down  to  $1  million. 

Senator  Glenn.  How  much  of  this  is  done  because  of  the  Prompt 
Payment  Act?  Is  that  the  road  here? 

Mr.  Hamre.  Yes.  Sir,  even  before  we  got  the  Prompt  Payment 
Act  we  had  the  culture  of  timely  service.  We  just  wrote  checks 
based  on  invoices  and  receiving  reports  and  figured  out  the  ac- 
counting later  on. 
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There  was  a  thing  called  the  "M"  account.  If  we  ever  had  a  real 
serious  mistake,  we  could  always  take  care  of  it  with  the  "M"  ac- 
count. That  ended  when  Congress  closed  the  M  account  5  years 
ago.  And  because  of  that,  we  now  have  had  to  get  our  act  together. 
Ajid  that  is  part  of  the  reason  that  fundamental  changes  are  re- 
quired. 

Good  morning,  Mr.  Chairman. 

Senator  McCain.  Good  morning. 

Mr.  Hamre.  But  I  wanted  to  snow  you  two  big  stories  here.  One 
is  we  have  a  problem  from  old  disbursements.  And  it  is  very  hard 
to  find  them  when  they  are  old.  And  we  have  to  get  rid  of  it. 

The  other  is  we  have  new  transactions  coming  in  every  month — 
about  $1  billion.  And  we  have  to  fix  that. 
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Just  let  me  show  you  very  quickly — NULO  is  the  same  way.  We 
keep  track  of  the  NULOs,  the  same  kind  of 

Senator  Glenn.  Well,  let  me  repeat  that.  You  are  required  to  pay 
in  30  days,  is  that  right? 

Mr.  Hamre.  We  are  required  to  pay  interest  if  we  do  not  pay 
within  30  days. 

Senator  Glenn.  Yes.  Right.  So  you  try  to  avoid  that. 

Mr.  Hamre.  Yes,  sir.  We  go  right  up  to  the  26th  or  27th  day  and 
then  pay.  But  we  try  to  pay  it 

Senator  Glenn.  Even  though  you  do  not  have  a  matched  dis- 
bursement, even  though  you  do  not  have  the  paperwork  for  it. 

Mr.  Hamre.  Yes,  sir.  Now,  I  should  say  this:  We  do  not  pay  if 
we  do  not  have  the  signature  or  an  authorization  from  a  procure- 
ment officer  that  we  have  received  the  goods  or  services. 

I  mean,  we  do  not  write  a  check  just  because  we  received  a  bill. 
We  do  not  write  that  check  until  we  have  a  bill  and  we  have  a  cer- 
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tifying  officer  who  has  said  we  received  the  goods  and  services. 
Only  when  we  get  those  two  things  against  a  vaHd  contract  do  we 
write  the  check. 

Now,  there  is  the  third  piece — which  is  to  make  sure  the  dis- 
bursement matches  up  to  the  accounting  record.  In  the  past,  we 
never  worried  about  this  third  piece.  Okay,  we  are  now  worried 
about  it. 

But  we  have  never  had  a  case  where  we  just  wrote  a  check  based 
on  an  invoice.  We  have  had  a  few  cases  where  internal  controls 
broke  down  like  the  McGill  case.  And  that  is  a  shame  on  all  of  us. 
And  I  will  talk  to  you  about  what  we  have  done  about  that  in  a 
minute. 

Senator  Glenn.  Okay.  Yes. 

Mr.  Hamre.  We  are  doing  the  same  with  the  NULOs.  We  are 
keeping  track  of  them.  We  are  on  that  glide  path.  We  are  doing  a 
little  bit  better  here.  But  that  is  because  we  are  starting  to  tie  up 
real  dollars.  And  it  is  making  a  difference. 

Senator  Glenn.  Okay.  Let  us — those  are  not  necessarily  going 
downhill  as  much  as  you  would  like  to  see  it.  I  am  looking  at  Cleve- 
land's part  of  that  thing  there.  They  actually  went  up  one  month. 

Mr.  Hamre.  Oh,  yes,  they  did.  And  part  of  the  reason  is  that  we 
had  a  policy  change  on  how  we  reported 

Senator  Glenn.  I  was  looking  at  the  other  chart,  at  your — on 
your  NULOs,  DOD  All. 

Mr.  Hamre.  Okay. 

Senator  Glenn.  And  then  you  have  your  sub-identification 

Mr.  Hamre.  Oh,  yes,  sir. 

Senator  Glenn  [continuing].  Down  there.  At  the  bottom  half  of 
your  post  is  the  Cleveland 

Mr.  Hamre.  Yes,  sir.  And  it  will  bubble  around  like  that.  And 
you  would  have  to  get  into  each  of  the  individual  centers  to  find 
out  why  it  was. 

In  some  cases  we  got  a  slug  of  new  transactions  coming  in.  In 
some  cases  we  did  not  process  some  older  ones  as  fast  as  we  should 
have.  There  are  varying  reasons.  We  are  not  going  to  make  all  our 
targets.  But  we  are  measuring  ourselves  every  month  by  this  cri- 
teria. We  are  really  trying  hard. 

I  would  like  now  to  talk  about  the  story  that  was  in  the  Post, 
and  this  was  the  reported  problem  where  we  paid  contractors  too 
much.  And  obviously,  it  is — on  its  face,  a  bad  story  where  we  paid 
more  than  we  should  have. 
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PROBLEM  DISBURSEMENTS- 
CONTRACTOR  RETURNED 
CHECKS 

($  IN  MILLIONS) 


FY95 
FY  93  FY  94  PROJECTED 

CONTRACTOR   OVERPAYMENT  792  294  274 


GOVERNMENT  RECOVERY  1,260  638  877 


Let  me  explain,  first,  what  these  two  lines  mean.  And  I  realize 
now  I  mislabeled  them.  "Contractor  Overpayment"  are  those  cases 
where  we  paid  a  contractor  and  we  should  not  have.  And  we  had 
to  recover  it  later. 

The  lower  line,  "Government  Recovery"  is  a  case  where  we  re- 
ceived a  returned  check  from  a  contractor.  But  it  is  because  we  ini- 
tiated an  action — we  closed  out  a  contract  or  did  other  audit 
routines  to  make  sure  that  we  got  our  money  back. 

Now,  in  fiscal  year  1993,  as  you  can  see,  we  overpaid  defense 
contractors  $790  million  that  we  later  had  to  recover.  We  recovered 
every  bit  of  that,  every  penny.  The  real  question  is:  How  much 
more 

Senator  Glenn.  What  year  is  that,  again? 

Mr.  Hamre.  That  was  in  fiscal  year  1993,  sir. 

Senator  Glenn.  1993,  okay. 

Mr.  Hamre.  Now,  the  question  is:  How  much  more  did  we  pav 
that  we  did  not  recover,  that  we  did  not  know  about?  And  I  think 
that  is  the  real  issue  that  GAO  was  raising  this  morning. 

Now  our  view  is  that  we  should  not  have  any  overpayments.  We 
need  to  get  better.  First,  notice  that  our  trend  line  is  down;  we 
were  at  $792  million  in  fiscal  year  1993.  And  we  project  we  will  be 
down  below  $300  million  in  fiscal  year  1994.  We  are  moving  in  the 
right  direction — for  1995.  We  are  working  this  very  hard. 

We,  probably,  overpay  between  $22  and  $25  million  a  month.  But 
this  is  in  a  center  that  is  processing  $35  million  an  hour.  Our  suc- 
cess rate  here  is  99.5  percent.  Okay.  And  we  do  miss  it.  We  miss 
it  by  a  half  a  percentage  point. 

And  of  course,  when  you  aggregate,  when  you  process  $80  billion 
or  $90  billion  in  an  account,  these  errors  turn  out  to  be  big  num- 
bers. I  am  not  saying  this  is  good.  And  I  am  not  saying  that  we 
should  not  correct  it.  But  I  have  to  put  it  in  context. 

Now,  if  the  top  part  shows  you  the  bad  overpayments,  the  lower 
part  shows  you  the  good  recovery.  This  is  where  we  go  out  and  we 
audit  contracts  and  we  recover  the  money. 
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Now,  if  there  is  a  case  where  we  have  overpaid  and  we  did  not 
catch  it,  and  the  contractor  did  not  give  it  back  to  us,  we  usually 
catch  it  when  we  do  contract  closeout.  And  we  audit  every  contract 
when  we  close  it.  And  that  is  when  it  shows  up  in  the  bottom  line. 

To  put  this  story  in  context,  it  is  not  as  though  we  just  have  mil- 
lions and  millions  of  dollars  that  we  are  shoveling  out  the  door,  not 
caring  one  way  or  another  about  it. 

Actually,  we  are  recovering  it.  And  every  bit  you  saw  on  that  top 
line,  we  will  get  every  penny  of  that  back.  And  the  excess  that  we 
do  not  know  about,  I  would  argue  we  are  going  to  get  at  the  bulk 
of  that  doing  the  normal  contract  closeout. 

Senator  Glenn.  You  said  a  moment  ago  that  you  do  not  pay  any 
of  these  things  unless  you  know  that  the  goods  and  services  were 
delivered. 

Mr.  Hamre.  Yes,  sir. 

Senator  GlI':nn.  But  in  these  cases  here,  the  goods  and  services 
were  not  delivered. 

Mr.  Hamre.  No,  sir.  Usually 

Senator  Glenn.  They  were  contractors  who  had  had  previous 
contracts  of  some  kind,  they  got  checks,  as  I  understood  it,  for  serv- 
ices never  delivered,  for  products  never  delivered.  And  they  were 
just  plain  mistakes. 

The  total  thing — this  has  been  back  3  or  4  years  ago  now,  but 
the  total  was  $1.4  billion.  They  just  started  sending  checks  back 
and  said,  "We  have  received  checks,  and  we  had  not  sent  you  a 
bill,"  basically. 

Mr.  Hamre.  Sir,  I  cannot  account  for  what  may  have  happened 
3  or  4  years  ago.  I  do  not  know.  But  in  this  instance,  almost  all 
of  this  is  a  result  of  progress  payments. 

Senator  Glenn.  All  right.  What  we  are  talking  about  here  are 
not  cases  like  that,  like  we  had  back  about  3  years  ago. 

Mr.  Hamre.  No.  The  case  you  just  described  is  not  the  case  of 
a  finance  system  breaking  down.  It  is  the  acquisition  process  where 
you  did  not  have  a  certified  acquisition  official  who  said,  "Yes,  we 
received  that  good  and  service." 

Senator  Giji:nn.  Okay. 

Mr.  Hamre.  We  are  not  supposed  to  write  the  check  until  we 
have  that.  We  have  had  a  breakdown.  We  had  a  breakdown  on  the 
McGill  case,  in  that  case. 

Senator  Glenn.  But  we  have  corrected  that. 

Mr.  Hamre.  We  certainly  have  on  the  McGill  case.  Yes,  sir. 

Let  me  explain  progress  payments.  We  set  up  a  system  where  we 
make  progress  payments  every  2  weeks.  And  we  do  that  because 
it  is  cheaper  for  the  government  to  borrow  money  than  it  is,  frank- 
ly, for  contractors  to  borrow  money. 

But  then,  after  making  progress  payments,  when  you  get  near 
closing  on  a  contract,  you  have  to  reconcile  all  of  the  funds  that  you 
have  disbursed  through  progress  payments  against  final  contract 
reconciliation. 

Very  frequently,  we  lower  the  overall  number  of  things  we  buy 
and  then  recover,  frankly,  from  over-progressing  earlier  in  the  con- 
tract. That  is  normal  contract  recovery.  And  that  is  where  the  bulk 
of  it  comes  from. 
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Now,  where  we  have  our  problem  disbursements — where  we  have 
paid  more  than  we  ever  should  have — it  sometimes  is  just  a  flat- 
out  mistake.  The  bulk  of  it  tends  to  be  from  huge,  complicated  con- 
tracts that  are  in  that — ^you  saw  the  storage  vault  for  paper.  And 
it  takes  days  to  get  a  contract  out  of  that  system. 

And  sometimes,  you  get  up  to  that  payment  date  and  then  there 
is  the  Prompt  Payment  Act  where  it  says  you  have  to  pay  or  else 
you  start  paying  a  penalty,  and  we  have  simply  paid  it  rather  than 
wait  to  get  the  file.  And  then,  we  will  find  out  afterwards  that  the 
contractor  sent  a  prior  invoice  and  we  paid  it  already.  And  we  have 
to  recover  the  payment. 

A  lot  of  this  will  get  solved  when  we  get  modem  business  sys- 
tems at  Columbus.  But  again,  this  number  is  about  $300  million 
a  year  against  an  organization  that  pays  $80  billion  a  year.  I  just 
would  ask  people  to  put  that  number  in  context.  And  we  do  get  it 
back. 

Senator  Glenn.  Okay. 


PROBLEM  DISBURSEMENTS- 
SOLUTIONS 


•  PRE-VALIDATION  OF  DISBURSEMENTS 

•  NEAR  TERM  -  EC/EDI  INTERFACES 


LONG  TERM  --  DEVELOP  NEW  CONTRACT 
PAYMENT  SYSTEM  21 


Mr.  Haivere.  So,  now,  how  do  we  solve  the  problem  with  over  dis- 
bursements? The  first  thing  is  that  we  must  go  to  pre-validation. 
We  just  cannot  write  the  check  until  we  know  that  there  is  a  clean 
obligation  in  the  accounting  record. 

So  that  way,  we  will  have  three  validations.  We  will  have  an  in- 
voice from  the  contractor.  We  will  have  a  certification  from  a  gov- 
ernment purchasing  officer  that  we  received  the  goods  and  services, 
and  a  clear  check  from  the  accounting  station  that  we  have  remain- 
ing obligational  authority. 

That  is  how  we  are  proceeding.  And  we  are  going  to  start  that, 
as  I  said,  at  the  $5  million  level  on  July  1.  It  will  drop  down  to 
$1  million  on  October  1. 

Now,  in  the  near  term,  because  we  are  still  living  with  all  of 
these  different  disbursing  systems  and  80-some  accounting  sys- 
tems, the  only  way  to  make  this  pre-validation  work  is  using  what 
is  called  electronic  commerce,  electronic  data  interchange. 

And  this  is — for  lack  of  a  better  word,  it  is  kind  of  computer  Es- 
peranto, that  these  different  systems  can  talk  to  each  other  in  a 
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common  language  and  make  this  process  work  in  the  near  term. 
And  we  are  on  crash  order  to  do  that. 

In  the  long  run,  we  have  to  develop  a  new  contract  payment  sys- 
tem. And  we  have  begun  that  through  a  joint  effort  between  us  and 
the  Defense  Logistics  Agency.  They  are  the  daddy  rabbit  for  the 
Defense  Contract  Management  Command  that  technically  owns  the 
current  MOCAS  system.  And  so  we  will  be  doing  that  over  the  next 
2  years. 

Let  me  just  very  briefly  summarize — and  I  will  wrap  up  here.  I 
want  to  highlight:  We  have  done  a  lot  of  things  in  the  last  2  years. 


FINANCIAL  MANAGEMENT 
REFORM  INITIATIVES 

DFAS  CONSOLIDATION 

PRE-VALIDATION  OF  DISBURSEMENTS 

POLICY  CHANGES  ON  UNMATCHED 
DISBURSEMENTS  AND  NULOS 

TRAVEL  SYSTEM  REENGINEERING 

STRENGTHEN  ANTIDEFICIENCY  PROCESS 

PROJECT  MONGOOSE 

DEBT  AVOIDANCE/DEBT  COLLECTION 

EC/EDI  IMPLEMENTATION 

DATA  STANDARDIZATION  22 


We  have  started  this  consolidation.  It  is  a  major  effort.  And  it  is 
going  to  become  the  primary  means  by  which  we  are  going  to  clean 
up  finance  and  accounting  in  the  Department. 

We  are  going  to  pre-validation  of  all  of  our  disbursements.  And 
eventually,  we  will  do  that  for  everything.  But  for  the  time  being, 
we  are  going  to  start  with  the  big  ones. 

We  have  changed  our  policies  on  unmatched  disbursements  and 
NULOs.  Until  a  year  ago  in  March,  we  were  writing  checks  on  ac- 
counts that  were  in  the  red;  we  stopped  that  a  year  ago  in  March. 

We  now  have  a  new  policy  that  says  if  you  cannot  find  an  obliga- 
tion for  that  disbursement — if  you  have  a  canceled  check,  but  you 
cannot  find  any  place  in  your  accounting  record  where  it  should 
go — ^you  have  to  obligate  new  money  against  it.  That  has  created 
a  big  discipline  to  improve  the  system. 

We  are  reengineering  our  travel  system  as  you  have  heard  ear- 
lier. Our  ultimate  goal  in  this  is  to  get  out  of  the  business,  to  rely 
on  the  private  sector  to  do  travel  service  in  the  Department  of  De- 
fense. 

We  are  strengthening  our  processes  to  curb  Anti-deficiency  Act 
Violations.  I  have  spent  a  lot  of  time  on  anti-deficiency,  and  we 
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have  a  whole  new  set  of  guidelines  and  regulations  to  govern  the 
way  we  process  alleged  violations. 

We  are  now  going  to  have  a  trained  cadre  of  investigators.  There 
are  explicit  certification  procedures  that  the  investigators  know, 
having  gone  through  classes  and  things  of  this  nature. 

We  are  monitoring  cases  now  on  a  monthly  basis.  In  the  past,  we 
just  did  not  pay  much  attention  to  them.  So  we  have  really  beefed 
up  our  concern  on  anti-deficiency. 

Project  Mongoose — and,  Senator,  I  credit  you  as  the  Godfather  of 
this.  You  may  not  know  it.  This  came  back  to  that  hearing  when 
you  asked  about  the  McGill  case. 

And  you  asked  me,  "How  do  you  know  you  do  not  have  another 
McGill  case  going  on  right  now?" 

And  I  said,  "I  do  not.  I  do  not  have  any  confidence  that  I  do  not 
have  another  McGill  case  going  on  right  now." 

And  so,  I  sat  down  with  Rich  and  said,  "What  can  we  do?" 

We  have  set  up  a  joint  organization  among  DFAS,  the  DOD/IG, 
and  the  Defense  Manpower  Data  Center  out  in  Monterey,  Califor- 
nia. 

It  consists  of  a  small  team  that  does  large  data  bumps,  computer 
matches  as  it  were,  to  look  for  anomalies  in  the  records.  What  are 
we  looking  for? 

Well,  we  look  for  someone  who  has  been  paid  for  the  last  3  years 
but  has  never  taken  any  sick  leave  or  never  taken  any  vacation 
time.  We  look  for  annuitants  that  are  104  years  old. 

We  look  for  vendors  who  keep  getting  paid  but  they  do  not  use 
any  electricity.  We  look  for  things  that  are  indicators  of  anomalies 
that  are  in  our  payment  record. 

And  then  we  turn  that  over  through  the  IG  to  proper  investigat- 
ing authorities  for  follow  up.  And  we  are  doing  that  very  vigor- 
ously. 

We  sent  a  team  out,  for  example,  to  the  Philippines.  We  had  a 
fair  number  of  retirees  and  annuitants  in  the  Philippines  who  had 
lived  a  lot  longer  than  statistics  said  they  should  have.  And  so  we 
asked  them  all  to  show  up  at  the  U.S.  Embassy  to  validate  their 
records.  We  had  over  1,000  that  never  showed.  That  action  alone 
is  saving  $6  million. 

Senator  Glenn.  Did  you  mark  those  off  of  the  books? 

Mr.  Hamre.  Absolutely,  stopped  payment  right  away.  And  we  are 
going  to  be  extending  that  now.  We  have  a  number  of  annuitants 
and  retirees  that  live  in  Puerto  Rico,  some  that  live  in  Italy,  some 
that  live  in  Germany. 

We  will  be  going  to  each  of  these  places  to  make  sure  payees  are 
still  alive,  and  that  they  do  deserve  their  benefits.  Not  all  of  these 
things  get  reported  as  well,  especially  from  other  countries.  But  we 
are  doing  the  same  thing  internally. 

I  would  be  glad  to  describe  some  of  this  that  we  are  doing.  We 
have  a  very  talented  crew  out  in  Monterey.  Lieutenant  Colonel 
Harrington,  who  is  a  Marine  Corps  officer,  is  heading  it  up  for  us 
and  doing  a  very  good  job. 

We  are  getting  off  of  the  ground  now.  But  this  is  what  we  are 
trying  to  do  to  catch  those  McGill  cases  in  the  future. 

The  other  part  of  this  process  is  we  are  taking  the  lessons 
learned  and  we  are  plowing  them  back  into  our  internal  controls 
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to  determine  what  is  wrong  with  our  underlying  payment  system 
that  caused  the  wrong  payment  to  be  made  in  the  first  place.  How 
can  we  tighten  that  up?  How  can  we  fix  that  before  we  make  an- 
other payment? 

That  is  the  other  part  of  the  lessons  learned  process  with  Project 
Mongoose.  I  would  be  glad  to  go  over  any  of  that  with  you  at  an- 
other time. 

Debt  avoidance,  we  have  a  classic  situation  where  we  have  about 
$250  million  that  people  owe  the  Department  of  Defense.  And  we 
try  to  recover  that.  And  it  is  all  types  of  debt. 

It  could  be  a  bad  check  written  to  the  commissary.  It  could  be 
a  bonus  that  someone  received  to  reenlist  and  then  left  the  service 
early  without  serving  out  their  full  term  of  enlistment.  We  are  sup- 
posed to  recover  the  unam.ortized  portion  of  that  bonus.  It  could  be 
some  civilian  that  was  driving  on  Fort  Bragg  in  North  Carolina,  got 
into  a  car  accident  and  the  nearest  hospital  is  an  Army  Hospital. 
And  we  will  treat  them  there.  We  are  supposed  to  get  from  them 
a  recovery  of  the  cost  to  be  in  the  emergency  room.  It  is  all  kinds 
of  debt  that  the  Department  of  Defense  incurs  that  people  owe  us. 
But  we  do  not  do  a  very  good  job  getting  our  money  back. 

And  so  we  are  going  through  an  expedited  process  on  how  to 
avoid  that  debt  problem  in  the  very  first  place. 

There  are  some  policy  issues  here  that  we  have  to  wrestle  to  the 
ground.  And  there  are  some  process  changes.  One  of  the  things  we 
are  doing  is  we  are  no  longer  going  through  an  elaborate  system 
of  trying  to  recover  bad  checks  in  our  commissaries. 

We  are  going  to  let  the  local  commissary  handle  bad  checks  and 
place  them  with  a  collection  agency  locally.  We  do  not  need  to  go 
through  a  big,  elaborate,  government-wide  system  to  do  that. 

I  would  just  say  these  last  initiatives  are  part  of  the  mechanics, 
the  EDI  implementation  for  linking  up  all  of  our  systems  and  data 
integration.  All  of  these  are  different  reform  efforts. 

Let  us  go  to  the  last  chart. 
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CONCLUSION 


WE  ARE  MAKING  GREAT  PROGRESS 

WE  DO  HAVE  A  PLAN  AND  MILESTONES 

NO  OPPOSITION  TO  REFORM--EVERYONE  IS 
WORKING  TOGETHER  TO  SOLVE  IT 

SOLUTIONS  ARE  DIFFICULT  BECAUSE  THEY 
DEMAND  CHANGES  IN  BUSINESS 
PRACTICES 

STILL  A  LONG  WAY  TO  GO  23 


Let  me  conclude  by  saying  we  are  making  progress.  I  am  sorry 
about  that  article  on  Sunday — we  have  problems,  and  I  am  the 
first  to  talk  about  them.  But  the  Department  is  making  good 
progress;  we  really  are.  I  think  we  have  a  great  track  record  on 
how  we  are  doing,  retiree  pay,  annuitant  pay,  military  pay,  civilian 
pay  where  we  have  converted  over. 

These  are  good,  modern  state  of  the  art  systems.  And  we  do  not 
get  much  credit  for  that.  We  do  have  a  plan  and  very  concrete  mile- 
stones. And  we  would  be  glad  to  go  over  that  plan  with  anybody. 

And  before  you  give  us  another  reporting  requirement,  I  would 
ask,  maybe  you  could  send  Jay  over  to  look  at  our  plans  first  and 
then  say,  "Is  there  something  more  that  you  feel  you  need  to  get 
us  to  do  the  job?"  because  we  really  do  feel  we  have  that? 

I  have  to  tell  you:  I  do  not  have  opposition  in  the  Department 
to  what  we  are  doing.  I  have  support.  A  lot  of  people  may  think 
we  are  a  bunch  of  boneheads  over  there;  that  everybody  is  fighting 
and  nobody  wants  to  make  any  progress.  However,  I  have  no  oppo- 
sition any  place  in  the  Department  of  Defense  that  I  know  of  to  fix- 
ing it. 

And  we  have  made  some  pretty  tough  choices  in  the  last  year, 
to  the  point  of  saying,  "We  are  going  to  force  you  to  obligate  funds 
again  if  you  cannot  account  for  where  you  did  it  the  first  time." 

I  mean,  we  have  taken  $200  and  $300  million  of  purchasing 
power  away  from  program  managers;  and  what  they  have  come  in 
and  said  to  me  is,  "How  do  I  help  you  fix  this  problem?"  not  "No. 
You  cannot  do  that.  I  am  going  to  fight  you."  And  they  are  offering 
to  help  us  fix  this  problem  for  the  first  time. 

These  are  not  easy  fixes  because  we  are  talking  about  business 
practice  changes.  The  way  we  do  business,  bridging  across  these 
vertical  stovepipe  chain  of  command  organizations  so  that  we  can 
integrate  our  business  and  get  checks  cut  without  having  to  go 
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through  105  paper  processes  to  do  it.  We  still  have  a  very  long  way 
to  go. 

I  know  you  are  looking  for  accountability,  and  you  have  every 
right  to.  During  my  discussion  with  Senator  Levin  and  Linda 
Gestitis  during  the  break,  you  were  saying  you  do  not  mean  to 
imply  accountability  at  the  GS-4  and  G-5  level;  it  is  at  higher  lev- 
els. It  is  with  me. 

I  agree  with  that.  You  have  to  measure  me  by  that.  And  if  we 
have  not  made  progress,  if  I  cannot  come  to  you  a  year  from  now 
and  show  you  again  dramatic  improvement  on  our  unliquidated  ob- 
ligations and  our  unmatched  disbursements,  you  ought  to  ask  for 
a  change.  That  is  fair.  But  I  think  we  are  makmg  progress. 

That  is  as  much  as  I  have  for  a  formal  presentation,  sir.  I  would 
be  glad  to  answer  any  questions  or  any  follow  up. 

Senator  Glenn.  That  is  good.  Thank  you. 

[The  prepared  statement  of  Mr.  Hamre  follows:] 

Prepared  STATEME^^^  of  Under  Secretary  of  Defense  (Comptroller) 

John  J.  Hamre 

FINANCIAL  MANAGEMENT  REFORM 

Mr.  Chairman,  members  of  the  committee,  I  am  delighted  to  be  here  to  assist  your 
examination  of  efforts  by  the  Department  of  Defense  (DOD)  to  improve  its  financial 
management. 

DOD  FINANCIAL  MANAGEMENT  IN  CONTEXT 

The  Department  of  Defense  is  in  the  midst  of  the  most  comprehensive  reform  of 
financial  management  systems  and  practices  in  its  history.  These  reform  efforts  are 
driven  by  two  pressing  needs:  first,  the  need  to  overcome  decades-old  problems  in 
financial  management  systems  and  procedures;  and  second,  the  need  to  lower  ad- 
ministrative costs  by  fundamentally  redesigning  the  Department's  fiscal  operations. 

It  is  important  to  understand  the  context  in  which  our  financial  reforms  are  hap- 
pening. In  particular,  one  needs  to  appreciate  the  huge  magnitude  of  DOD's  finan- 
cial operations.  Each  month  on  average,  the  Department  processes  about  10  million 
payroll  checks,  12  million  contract  payments,  nearly  1  million  travel  vouchers,  and 
8,500  court  orders  requiring  garnishment  of  pay  checks.  This  is  business  that  must 
get  done,  even  as  we  seek  to  transform  the  processes  and  organizations  that  must 
do  the  work. 

As  I  describe  our  successful  reforms  over  the  past  4  years,  please  remember  that 
we  implemented  dramatic  changes  at  the  same  time  as  we  kept  pay  and  contract 
payments  flowing.  And  when  critics  assert  that  DOD  should  be  making  more  radical 
changes  more  quickly,  they  should  be  reminded  that  our  Department  cannot  shut 
down  its  financial  operations  while  we  redesign  them. 

Before  DOD  financial  reforms  began  in  1990,  the  problems  seemed  intractable. 
The  Department's  financial  management  troubles  reflected  an  antiquated  bureau- 
cratic organizational  structure  coping  unsuccessfully  with  the  complexities  of  mod- 
em government  and  business.  During  the  past  50  years,  the  military  services  and 
other  DOD  organizations  developed  their  own  operating  procedures  and  systems.  In 
1990,  DOD  had  some  250  finance  and  accounting  systems,  most  incompatible  with 
each  other. 

As  the  missions  undertaken  by  the  Department  became  more  complicated,  DOD 
organizations  were  forced  to  interact  with  each  other,  revealing  a  lack  of  DOD-wide 
standards  for  data  and  procedures,  among  other  things.  Rather  than  redesigning  its 
organization  or  standardizing  its  financial  management  (FM)  systems,  the  Depart- 
ment developed  ever  more  complicated  business  practices,  whicn  attempted  to  pre- 
serve the  individual  bureaucratic  organizations  while  coping  with  more  demanding 
operating  requirements. 

PROGRESS  REPORT  ON  DOD  FINANCIAL  MANAGEMENT  REFORM 

During  the  past  year,  the  Department  has  refined  and  advanced  its  blueprint  to 
eliminate  its  long-standing  FM  problems.  Some  of  the  elements  of  the  reform  blue- 

Erint  predate  this  administration,  while  many  are  relatively  new.  What  follows  are 
ighlights  of  our  efTorts  aimed  at  totally  reengineering  DOD  financial  management: 
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(1)  DFAS  Consolidation  of  Financial  Operations.  The  establishment  of  the  Defense 
Finance  and  Accounting  Service  (DFAS)  in  1991  was  a  giant  step  forward  for  the 
streamlining  of  DOD  financial  organizations  and  systems.  Now  DFAS  plays  a  piv- 
otal role  for  key  financial  management  reforms.  Of  special  importance,  DFAS  is 
moving  rapidly  to  consolidate  over  300  DOD  financial  installation  offices  into  our 
carefully  selected  26  sites:  the  5  existing  large  DFAS  Centers  and  21  new  Operating 
Locations  (OPLOCs).  Some  installation  offices  have  already  closed,  and  others  will 
follow  soon,  as  their  operations  are  transferred  to  the  DFAS  Centers  and  new 
OPLOCs. 

I  am  very  proud  of  the  speed  and  skill  with  which  DFAS  has  undertaken  this  con- 
solidation effort.  Begun  in  1994,  consolidation  will  have  closed  42  financial  activities 
by  the  end  of  this  fiscal  year.  Within  the  next  5  to  7  years,  all  DOD  financial  and 
accounting  activities  will  be  operating  from  only  26  sites. 

(2)  Consolidation  of  Finance  and  Accounting  Systems.  In  tandem  with  the  consoli- 
dation of  ojjerations  is  the  larger  challenge  of  consolidating  and  standardizing 
DOD's  many  finance  and  accounting  systems.  This  effort  is  well  underway.  To  that 
end,  DOD's  Corporate  Information  lanagement  (CIM)  Steering  Committee  evaluated 
and  subsequently  approved  five  finance  systems,  for  which  development  is  already 
completed  or  well  along.  Each  is  categorized  as  a  DOD  migratory  system  and  is 
being  implemented  throughout  the  Department. 

The  five  systems  are: 

(a)  Defense  Debt  Management  System:  DDMS  standardizes  the  collection  of  debts 
of  former  military  service  members  and  others,  and  became  operational  in  December 
1993. 

(b)  Defense  Retiree  and  Annuitant  Pay  System:  DRAS  is  DOD's  standard  retired 
and  annuitant  pay  system,  and  has  been  fully  implemented. 

(c)  Defense  Civilian  Payroll  System:  DCPS  is  a  fully  automated  civilian  payroll 
and  leave  accounting  system.  It  eliminates  the  duplication  and  inefficiencies  in  the 
18  payroll  systems  it  replaces  and  will  be  used  for  all  DOD  civilians.  DCPS  will  en- 
able us  to  reduce  360  payroll  ofiices  to  just  4.  It  will  be  fully  operational  by  March 
1997. 

(d)  Defense  Joint  Military  Pay  System  (DJMS):  In  1991,  DOD  had  18  separate 
military  payroll  systems;  today  there  are  11,  but  when  DJMS  is  fully  implemented 
by  January  1997  we  will  be  down  to  two.  This  consolidation  will  enable  us  to  stand- 
ardize military  pay  operations,  reduce  long-range  costs,  enhance  customer  service, 
and  improve  pay-service  capabilities  during  emergencies  and  wartime. 

(e)  Defense  Transportation  Payment  System:  When  fully  implemented  by  fiscal 
year  1996,  DTRS  will  consolidate  and  standardize  DOD  transportation  payments, 
e.g^  for  household  goods  and  freight  shipments. 

Through  the  consolidation  and  standardization  of  its  financial  systems  and  oper- 
ations, DFAS  will  achieve  significant  savings.  Once  these  state-of-the-art  technology 
systems  are  fully  implemented,  we  will  improve  productivity  substantially  and  re- 
duce our  operating  costs-by  over  $57  million  in  fiscal  year  1997,  for  example. 

(3)  Consolidation  of  Accounting  Systems.  With  accounting  systems  standardiza- 
tion, we  are  having  to  overcome  greater  obstacles  than  with  payment  systems.  Most 
of  the  Departments  163  major  accounting  systems  were  designed  to  meet  only  the 
unique  requirements  of  their  users.  And  again,  these  systems  must  continue  to  oper- 
ate while  consolidation  takes  place.  Nonetheless,  the  Department  is  committed  to, 
and  has  undertaken  a  major  eftort  to  reform  its  accounting  systems. 

For  Defense  Business  Operations  Fund  (DBOF)  systems,  we  have  a  phased  pro- 
gram to  reduce  the  80  current  systems  down  to  a  few  highly  capable  ones.  Upon 
completion  of  economic  analyses  on  the  most  promising  of  the  existing  systems,  in- 
vestment decisions  will  be  made  on  improvements  to  these  systems  and  on  their  de- 
ployment to  replace  less-capable  current  systems. 

In  the  area  of  General  Accounting,  DFAS  Centers  and  their  components  have  al- 
ready identified  interim  migratory  systems.  As  these  become  operational,  DFAS  will 
be  able  to  improve  markedly  its  accountability  and  reporting  capabilities,  and  save 
resources  by  using  fewer  systems  and  consolidating  its  accounting  operations.  These 
migratory  systems  will  incorporate  a  standard  general  ledger  and  standard  budget 
and  accounting  classification  codes.  We  also  will  ensure  that  our  upgraded  systems 
interface  and  link  to  support  systems-such  as  those  for  logistics,  procurement,  and 
contracting. 

(4)  Standardization.  DOD  is  taking  standardization  one  step  further  with  its 
planned  standardization  of  data,  definitions,  and  concepts.  This  is  a  critical  element 
in  our  lone-term  plan  to  consolidate  our  FM  systems,  and  maximize  compatibility 
between  FM  and  non-FM  systems.  Standard  data  elements  also  pave  the  way  for 
needed  business  process  improvements. 
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For  years  DOD's  250-plus  finance  and  accounting  systems  have  been  managing 
thousands  of  different  data  elements.  Many  of  these  data  items  are  duplicative  or 
redundant  in  nature,  thus  impeding  our  ability  to  field  the  most  effective  and  effi- 
cient systems  in  support  of  our  business  practices.  Detailed  data  modeling  of  80  per- 
cent of  the  FM  business  areas  has  shown  that  DOD  financial  operations  could  be 
conducted  with  fewer  than  1,000  carefully  designed  standard  data  elements.  Be- 
cause of  our  focus  on  future  requirements,  our  modeling  efforts  have  focused  on  re- 
solving historical  deficiencies  in  current  processes.  The  resulting  data  elements  and 
business  process  improvements  will  be  used  in  future  Department  efforts  to  stream- 
line and  improve  our  financial  processes. 

As  DOD  reduces  the  number  of  its  financial  systems  and  moves  toward  the  shar- 
ing of  data  under  a  open  systems  environment,  the  importance  of  data  standardiza- 
tion cannot  be  over  emphasized.  Data  standardization  facilitates  long-term  DOD  im- 
provements in  the  management  of  data  across  organizational  lines  by  treating  data 
as  a  shared  commodity  separate  from  programs  and  applications. 

(5)  Reengineering  DOD  Business  Practices.  Another  key  reform  is  reengineering 
DOD  business  practices — to  make  them  simpler,  more  efficient,  and  less  prone  to 
errors. 

One  major  focus  is  on  the  interaction  between  financial  and  nonfinancial  sys- 
tems— for  example,  between  procurement  actions  that  generate  contract  payments 
and  the  financial  systems  that  make  and  account  for  sucn  payments.  Improving  this 
process  also  will  support  DOD's  efforts  to  reform  its  acquisition  system,  streamline 
infrastructure,  and  save  money. 

A  key  example  of  our  effort  is  the  Travel  Reengineering  initiative.  Our  plans  call 
for  us  to  streamline  regulatory  guidelines  by  90  percent  and  eliminate  the  numerous 
steps  currently  required  to  initiate  travel,  process  a  voucher,  and  receive  payment. 

We  also  are  applying  Electronic  Commerce  (EC)/Electronic  Data  Interface  (EDI) 
technology  to  reduce  processing  time  and  paper  fiow  by  establishing  processes  for 
the  paper-less  exchange  of  information.  This  technology  will  be  used  in  our  contract 

Say,  vendor  pay,  disbursing,  and  accounting  systems.  In  a  related  application,  we 
ave  substantially  increased  the  mandatory  use  of  electronic  funds  transfers. 

(6)  Eliminating  / Preventing  Problem  Disbursements.  One  of  DOD's  most  vexing 
challenges  has  been  the  repeated  occurrence  of  unmatched  disbursements  and  relat- 
ed problems.  We  have  moved  aggressively  to  correct  these  problems  though  various 
measures. 

In  the  past,  DOD  had  routinely  disburse  funds  in  excess  of  available  balances, 
under  the  assumption  that  these  accounts  were  in  the  red  because  of  administrative 
accounting  errors.  Effective  last  March,  I  directed  an  end  to  this  practice.  Current 
DOD  policy  is  to  stop  payments  from  these  accounts  until  the  deficit  condition  is 
corrected. 

We  also  have  implemented  the  requirement  to  reconcile,  research,  and  resolve 
problem  disbursements  within  180  days  of  discovery.  If  the  condition  is  not  cor- 
rected within  that  time,  the  requirement  is  to  fund  (obligate  funds/reduce  unobli- 
gated balances  for)  those  disbursements. 

To  prevent  problem  disbursements,  we  are  requiring  the  validation  of  prof)osed 
payments  with  the  corresponding  obligation  data  in  official  accounting  systems  prior 
to  making  payments.  Beginning  in  July  1995,  DOD  will  require  such  validations  for 
all  payments  over  $5  million.  In  October  1995,  that  threshold  will  drop  to  include 
all  payments  over  $1  million,  and  we  developing  plans  to  expand  this  validation  re- 
quirement to  cover  all  payments.  We  also  have  taken  action  to  solve  a  related,  but 
separate  problem  with  what  accountants  call  negative  unliquidated  obligations. 

As  we  moved  to  correct  and  prevent  these  difficulties,  I  faced  a  decision  about 
what  to  do  about  problem  disbursements  which  were  so  old  that  the  records  needed 
to  resolve  them  had  been  destroyed  or  that  could  be  resolved  only  with  a  substantial 
commitment  of  workers  and  money — and  even  then,  with  only  limited  likelihood  of 
success.  Rather  than  focus  an  inordinate  amount  of  resources  on  efforts  that  are  un- 
likely to  permit  the  Department  to  match  disbursements  to  obligations,  I  decided 
to  suspend,  on  a  one-time  basis,  the  requirement  to  research  old  transactions  that 
meet  certain  specific  criteria. 

I  made  this  decision  after  fully  consulting  with  the  DOD  Inspector  General  and 
General  Counsel.  We  all  reached  the  same  conclusion:  The  Department  should  not 
spend  enormous  sums  and  countless  work-years  on  a  problem  that  could  never  be 
satisfactorily  resolved.  Those  resources  would  be  better  applied  to  fixing  the  under- 
lying financial  system  Haws  that  created  the  problem  in  the  first  place. 

Several  comments  about  my  decision: 

•  First,  I  made  special  efforts  to  inform  this  and  our  other  oversight  committees 
of  my  decision,  so  that  it  would  not  appear  that  we  were  trying  to  hide  a  controver- 
sial action. 


625 

•  Second,  DOD  will  not  gain  a  penny  from  this  decision.  I  suspended  further  re- 
search only  in  accounts  that  are  canceled  or  expired;  the  remaining  balances  in 
those  accounts  are  no  longer  available  to  DOD  for  new  obligations. 

•  No  exception  has  been  provided  to  the  requirement  to  fund  negative  unliqui- 
dated obligations  or  unmatched  disbursements  that  are  not  eliminated  by  being 
properly  matched  to  the  correct  obligation. 

(7)  Standardization  of  Policies.  In  addition  to  resolving  problems,  DOD  is  consoli- 
dating and  standardizing  its  FM  policy  and  procedures.  Over  70,000  pages  of  regula- 
tions in  360  publications  are  being  condensed  into  a  single  15-volume  DOD  Finan- 
cial Management  Regulation.  To  date  we  have  issued  nine  volumes  in  hardcopy,  and 
three  of  those  volumes  are  available  on  CD-ROM. 

Of  special  note,  Volume  llB  of  the  Regulation  contains  all  policies  and  proce- 
dures for  DBOF.  Adherence  to  this  new  guidance  is  expected  to  increase  signifi- 
cantly both  the  accuracy  and  usefulness  of  DBOF  financial  information,  pending  the 
iniplementation  of  improved  automated  systems. 

The  structure  and  content  of  our  new  Financial  Management  Regulation  is  in- 
tended to  preclude  the  need  for  supplementary  implementing  procedures  by  the 
DOD  Components,  and  additional  supplemental  implementing  instructions  are  ex- 
plicitly precluded.  This  approach  is  intended  to  ensure  standard  implementation  of 
policy  by  precluding  DOD  Components  from  continuing  the  practice  of  interpreting 
and  implementing  policies  and  procedures  in  a  nonstandard  manner. 

CLOSING 

DOD's  FM  reform  blueprint  constitutes  an  ambitious  agenda,  and  the  Depart- 
ment's leadership  is  determined  to  carry  it  out  vigorously.  Our  goal  is  a  reliable, 
streamlined  FM  system — with  the  minimum  of  unnecessary  duplication  and  waste- 
ful procedures.  I  am  very  proud  of  the  pace  of  our  progress  so  far,  and  seek  your 
support  so  that  it  can  continue  as  expeditiously  as  possible. 

Senator  Glenn.  We  have  been  joined  by  our  subcommittee  chair- 
man and  our  Chairman  of  the  whole  committee  too.  And  so  I  will 
turn  this  back  over  to  John  here  for  his 

Senator  McCain  [presiding].  Thank  you  very  much,  Mr.  Chair- 
man. I  recognize  the  presence  of  our 

Senator  Glenn.  Let  me  just  say  one  thing  before  we  get  on  there 
if  I  might,  John.  I  appreciate  very  much  his  courtesy  and  con- 
fidence in  me  in  letting  me  run  this,  the  hearing  here  this  morning. 

We  have  gotten  into  a  lot  of  good  things  here.  And  they  are 
things  this  committee  has  dealt  with  before.  And  I  appreciate  his 
consideration  in  regards  to  this. 

Senator  McCain.  Thank  you,  John. 

Could  I  say,  Mr.  Chairman,  there  is  no  one,  both  in  the  Congress, 
both  in  your  work  on  the  Government  Operations  Committee  and 
on  this  committee  that  has  been  more  resourceful  and  more  relent- 
less in  this  issue? 

It  becomes  rapidly  confusing.  It  becomes  rapidly  opaque.  But  the 
fact  is.  Senator  Glenn,  you  have  done  a  tremendous  amount  of 
work,  I  know  that  John  Hamre  would  agree  with  me,  for  many 
years.  And  for  that,  we  are  very  grateful. 

Senator  Thurmond,  I  noted  his  presence.  Please  proceed,  Mr. 
Chairman. 

Chairman  Thurmond.  Thank  you,  Mr.  Chairman,  Senator 
Glenn. 

Congress  previously  expressed  an  interest  in  upgrading  the  level 
of  business  management  expertise  within  the  Department  of  De- 
fense. 

The  DOD  budget  contains  or  requests  for  $89  million  to  start  the 
Defense  Business  Management  University.  Of  this  amount,  $69 
million  is  to  be  used  in  fiscal  year  1996  to  turn  an  unused  manu- 
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facturing  plant  in  Massachusetts  into  a  325-room  residential  hotel 
with  classrooms,  restaurants  and  a  health  center. 

This  so-called  renovation  will  cost  the  government  more  than 
$200  million.  Only  $20  million  of  fiscal  year  1996  funds  is  for  cur- 
riculum and  actual  training. 

Now,  the  first  question  is:  Is  it  correct  that  is,  the  Department 
performed  no  analysis  in  selecting  this  facility,  considered  no  other 
site  and  solicited  no  competitive  bid  before  it  selected  this  site? 

Mr.  Hamre.  Sir,  that  is  correct.  We  selected  the  location  with  no 
formal  evaluation.  No  bids  were  solicited.  I  had  made  a  proposal 
that  I  needed  to  have  a  location,  a  center.  I  did  not  care  where  it 
was.  And  this  was  an  opportunity  that  was  presented  to  the  De- 
partment. And  we  decided  to  proceed  with  it. 

It  is  obviously  going  to  be  the  Congress  that  decides  if  it  is  a 
good  idea  or  not.  I  do  need,  very  much,  a  financial  management 
training  and  education  center  for  the  Department  of  Defense. 

And  I  should  say,  it  is  not  a  residential  hotel.  We  modeled  this 
after  the  very  system  that  the  Army  set  up  down  at  Charlottesville 
for  officer  legal  training.  And  so  it  is  patterned  after  that. 

It  is  simply  a  place  where  you  can  go  and  live  for  the  2  weeks 
when  you  are  at  a  school  house,  while  you  are  going  to  classes. 

Chairman  Thurmond.  The  second  question:  The  major  DFAS 
centers  are  Kansas  City,  Indianapolis,  Cleveland,  Columbus  and 
Denver.  None  of  the  major  centers,  and  only  one  of  the  20  consoli- 
dated operating  locations  is  even  in  New  England. 

Why  is  the  proposed  site  the  best  for  this  population? 

Mr.  Hamre,  As  I  said,  I  have  to  talk  with  you  later  about  the 
location.  It  was  not  my  goal  to  pick  one  place  or  another.  We  re- 
ceived an  offer  to  locate  it  at  that  place.  And  the  Department  chose 
to  do  that. 

Much  of  what  they  will  be  doing  is  housing  the  faculty  for  dis- 
tance learning.  And  most  of  our  training,  which  is  the  lower  grade 
training,  is  going  to  be  done  from  a  central  school  house  with  hook- 
ups to  the  five  centers  and  the  DFAS,  operating  locations. 

So  what  you  will  see  there  for  a  resident  population  is  only  going 
to  be  about  100-120  for  the  faculty  and  staff.  And  a  lot  of  what 
they  will  be  doing  is  distance  learning.  It  did  not  really  matter 
where  it  is  put  at  that  stage. 

Chairman  Thurmond.  Now,  Dr.  Hamre,  I  think  you  are  a  very 
capable  man.  I  am  not  questioning  your  ability.  But  I  am  question- 
ing some  of  these  matters, 

Mr,  Hamre,  Yes,  sir.  I  understand  that.  And  that  is  all  fair. 

Chairman  Thurmond.  Why  is  it  so  difficult  for  DOD  records  to 
be  audited? 

Mr.  Hamre.  Well,  it  is  not  hard  for  our  records  to  be  audited.  In- 
dividual records  are  fully  auditable.  The  question  is:  When  we  ag- 
gregate them  together,  why  can  we  not  give  you  a  good  statement, 
an  auditable  summary  statement  of  our  records? 

I  think  the  problem  is,  first  of  all,  we  have  200-and-some  ac- 
counting systems.  These  accounting  systems  register  things  in  very 
different  ways.  There  is  no  consistent  road  map. 

We  do  not  have  a  standard  general  ledger  that  is  good  across  the 
entire  Department  of  Defense.  We  have  about  seven  of  them  that 
are  used  and  the  mapping  of  the  data  across  them  is  inconsistent. 
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We  will  not  get  to  acceptable  standard  systems  until  we  can 
largely  abandon  some  of  these  old  accounting  systems.  And  this  is 
going  to  take  us  years  to  do  that,  sir.  But  on  an  individual  pro- 
gram, we  can  audit  an  individual  program.  And  we  can  account  for 
it.  And  we  close  out  every  contract  with  a  formal  audit  and  review. 

Chairman  Thurmond.  And  the  last  question:  What  must  be  done 
in  order  for  DOD  to  identify  total  cost? 

Mr.  Hamre.  Sir,  what  we  use  are  analytic  methods  to  forecast 
costs  because  we  have  to  budget  2  years  before  we  functionally  can 
get  started  with  a  program.  And  usually,  the  execution  could  take 
2  years  or  it  could  take  8  or  9  years  for  something  like  an  aircraft 
carrier. 

So  there  is  no  current  accounting  system  per  se  that  would  let 
us  forecast  total  cost.  We  have  to  use  analytic  budget  techniques 
to  do  that.  And  we  use  algorithms  and  formulas  that  try  to  capture 
all  of  the  costs  and  calibrate  those  costs  against  actual  data  once 
it  is  accumulated. 

So  when,  for  example,  we  have  a  contingency,  like  the  contin- 
gency in  Somalia,  our  original  estimate  for  that,  we  use  a  forecast- 
ing model  in  my  office  to  say:  How  much  is  it  going  to  cost,  and 
how  much  money  do  we  need  to  ask  from  the  Congress  to  carry  out 
that  activity?  We  update  that  model  over  time  as  we  collect  new 
analytic  data. 

And  it  turned  out  that  in  that  case  we  were  within  2  percent  of 
the  actual  costs  of  the  Somalia  operation.  Maybe  that  was  an 
anomaly.  Maybe  it  was  unusual.  But  then,  we  will  fine-tune  our  es- 
timating metnodology  based  on  actual  data. 

I  actually  think  our  budgeting  data  is  pretty  good.  We  run  the 
Department  based  on  finance  data  not  on  accounting  data.  And  the 
only  exception  to  that  really  is  in  DBOF.  And  that  is  where  we 
have  problems. 

Chairman  Thurmond.  Dr.  Hamre,  you  are  a  very  capable  man- 
ager. You  may  want  to  look  into  some  of  these  things. 

Mr.  Hamre.  I  certainly  will,  sir.  I  appreciate  your  guidance  on 
it. 

Chairman  Thurmond.  Mr.  Chairman,  I  thank  you.  And,  Senator 
Glenn,  I  thank  you. 

Senator  McCain.  Thank  vou  very  much,  Mr.  Chairman. 

Senator  Glenn.  Much  of  this  problem  is  getting  information  or- 
ganized so  it  is  readily  available.  That  is  where  we  have  the  manila 
folders  still  sitting  out  there  in  a  warehouse  and  things  like  that 
that  just  require  untold  hours  of  time  to  go  pick  them  up,  take 
them  back,  lay  this  stuff  out,  make  some  decisions,  right  or  wrong. 

It  is  not  available  to  other  people.  And  they  have  to  do  the  same 
thing  when  they  want  to  double  check  that  record.  So  it  is  a  matter 
of  getting  the  information  organized  so  it  is  readily  available. 

And  one  of  the  big  problems  has  been  in  having  the  people  just 
to  do  that,  just  to  get  the  microfiche  or  whatever,  computerization 
or  whatever  the  technique  is  at  that  particular  location. 

How  much  are  we  going  to  outside  contracting  for  this  so  we  get 
over  this  hump,  so  we  get  the  material  that  is  usable  so  we  can 
start  making  progress  on  all  of  this? 

Mr.  Hamre.  Well,  we  have — and  I  am  going  to  ask  Rich  to  speak 
to  this — we  have  an  imaging  contract.  I  forget  the  company  that 
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won  that  contract — EDS.  And  it  is  to  help  us  set  up  a  state  of  the 
art  digitally-based  record  keeping  system  for  these  sorts  of  con- 
tracts. They  are  in  the  process  of  scoping  that  out  right  now. 

As  I  said,  our  big  dilemma  is,  since  most  of  the  contracts  we  cur- 
rently are  executing  on  go  back  years  and  years  and  they  are  on 
paper — ^for  example,  the  contract  for  the  F-16.  There  has  only  been 
one  contract  for  the  F-16,  and  every  year's  increment  simply  is  a 
modification  to  that  contract. 

That  contract,  if  you  were  to  stack  it  up,  would  be  a  foot  high 
all  over  your  desk.  And  to  try  to  go  back  and  to  reconcile  against 
it  is  really  a  nightmare.  We  can  put  every  bit  of  that  into  a  digital 
format:  Is  it  worth  spending  the  money  to  do  that,  or  should  we 
only  do  it  for  new  contracts  that  we  enter  into?  That  is  one  of  the 
decisions  that  we  are  going  through  right  now. 

Rich,  did  you  have  any 

Mr.  Keevey.  Just  a  couple  of  other  points  on  that.  In  addition, 
EDS  is  looking  at  the  area  that  you  mentioned  on  the  imaging  with 
regard  to  Columbus. 

We  have  also  retained  them  to  look  at  each  one  of  our  operating 
locations  that  are  opening  to  see  whether  we  can  reengineer  our 
business  processes  in  each  one  of  those  new  sites  and  to  use  imag- 
ing and  other  techniques  that  would  streamline  the  operations  to 
help  us  live  with  downsizing  and  also  to  process  our  business  bet- 
ter. 

We  have  also  retained  a  consultant  to  work  with  us  on  business 
reengineering  in  our  garnishment  operation  in  Cleveland — to 
reengineer  that  process  and  possibly  reduce  our  staffing  needs.  I 
think  we  retained  Anderson  Consulting  to  do  that  with  us. 

We  have  also  used  Coopers  and  Lybrand  to  work  with  us  on  our 
contract  reconciliation  problem  at  Columbus.  They  work  right  along 
with  our  staff  to  try  to  reconcile  over  4,000  contracts  that  we  have 
determined  to  be  out  of  balance,  and  therefore,  contribute  to  some 
of  the  problems  that  John  described  earlier. 

We  also  retained  another  consultant  to  work  with  us  on  the  work 
flow  there  so  that  we  could  improve  the  processing. 

On  our  own,  we  have  undergone  the  A-76  process  where  we  are 
going  to  compete  ourselves,  if  you  will,  against  a  commercial  envi- 
ronment. 

And  we  are  looking  at  debt  management,  logistics,  and  adminis- 
trative operations  within  the  Defense  Finance  and  Accounting 
Service  to  compare  whether  we  can  do  the  job  better  or  whether  an 
outside  vendor  could  do  it  better. 

So  we  have  tried  to  mix  it  in  at  selected  areas  where  we  think 
a  consultant  could  help  us.  And  on  some  of  the  big  areas  that  John 
mentioned,  we  have  hired  a  well-known  consultant  to  come  to  grips 
with  some  of  the  paperwork  problems  that  we  have  identified. 

Senator  Glenn.  Well,  I  would  not  try  to  cut  out  your  consultants. 
I  know  you  get  good  advice  from  outside.  But  somebody  has  to  take 
the  paper  and  sit  down  at  a  desk  and  put  it  on  some  form  that  is 
usable  and  that  comes  out  of  a  machine  at  the  desk  with  somebody 
that  is  working  on  it. 

And  who  is  doing  that?  Is  that  actually  being  done  now?  We  have 
talked  about  doing  that  for  a  long,  long  time.  We  talked  about  this 


629 


clear  back  in  the  previous  administration.  So  it  has  been  something 
considered  for  a  long  time.  Are  we  doing  it  now? 

Mr.  Hamre.  Sir,  yes.  What  we  are  particularly  interested  in  is 
not  only  getting  the  paper  in  a  usable  way  into  the  Columbus  cen- 
ter, getting  our  records  populated  electronically  by  other  offices 
that  actually  undertake  various  parts  of  the  activity. 

Where  is  that  six-box  chart,  David? 
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For  example,  all  of  the  contract  administration  is  done  by  the  De- 
fense Contract  Management  Command.  We  would  like  to  have  its 
modifications  to  the  contracts  electronically  introduced  into  our 
records  so  that  we  do  not  have  to  type  them  in  all  over  again. 

We  are  working  on  a  new  facility,  in  this  case,  for  DCMC,  so  that 
when  DCMC  keys  in  a  change  to  a  contract,  that  change  will  auto- 
matically show  up  in  our  electronic  system  in  DFAS.  And  that  is 
what  we  are  trying  to  introduce  now — we  have  started  a  new  joint 
project  with  DCMC— SPS. 

Mr.  Keevey.  SPS  is  what  it  is  called.  The  DLA  and  DFAS  are 
working  on  it. 

Mr.  Hamre.  Standard  Procurement  System.  Then,  in  the  top  end, 
for  example,  in  these  boxes,  when  they  write  a  contract  the  first 
time,  we  are  going  to  use  an  EDI  interface  format  that  we  can  read 
electronically. 

And  so,  instead  of  us  getting  paper  copies  all  the  time  and  then 
rekeying  them  into  our  computer,  we  will  get  it  electronically  fi-om 
the  people  that  wrote  the  contract. 

Right  now  we  have  GS-5s  and  GS-6s  who  must  sit  and  look  at 
very  detailed,  complex  contracts  that  a  lawyer  last  looked  at  at 
DCMC  and  determine  whether  or  not  its  right. 
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And  yet,  our  junior  people  are  trying  to  pull  out  the  key  informa- 
tion to  populate  a  database  for  contract  payment.  We  would  rather 
have  DCMC  electronically  send  that  to  us,  because  it  is  more  likely 
to  be  right  that  way. 

Senator  GLE^fN.  Well,  I  know  you  have  a  problem  on  how  far  you 
go  with  this  in  going  back  and  how  much  money  you  spend  on  put- 
ting these  things  into  a  new  form  that  is  more  usable — unless  there 
is  some  reason  to  do  that. 

You  do  not  want  to  do  it  for  everything  if  it  is  not  necessary.  But 
on  the  other  hand,  I  think  we  are  a  long  way  from  overdoing,  from 
over-computerizing  the  system.  All  you  have  to  do  is  go  out  there 
and  walk  down  those  aisles  and  look  at  all  of  the  manila  folders 
by  the  tens  of  thousands. 

Mr.  Hamre.  That  is  1930s  technology. 

Senator  Glenn.  Yes,  way,  way  back.  It  is  not  even  that,  hardly. 
It  is  way  back.  There  is  not  any  technology  to  it. 

GAO  testified  it  agrees  with  your  blueprint  as  a  general  frame- 
work. But  you  need  to  spell  out,  in  more  detail,  what  your  prior- 
ities are,  what  resources  you  are  dedicating  to  solving  your  prob- 
lems and  what  your  milestones  are,  particularly  setting  up  mile- 
stones to  measure  progress. 

What  are  your  plans  in  that  particular  area?  You  addressed  that 
briefly  a  little  while  ago. 

Mr.  Hamre.  Well,  we  are  going  to  invite  them  to  come  over,  and 
say,  "What  would  you  like  to  see?" 

I  think  we  have  a  lot  of  detail. 

Senator  Glenn.  All  right. 

Mr.  Hamre.  We  would  be  glad  to  go  over  it  with  them.  And  if 
there  are  other  things  that  they  then  feel  we  need  to  produce  for 
you,  we  will  do  that. 

Senator  Glenn.  All  right.  Are  you  having  any  problem — and  I 
think  when  you  first  got  over  there,  there  was  a  little  bit  of  a  prob- 
lem of  when  an  order  went  out  from  the  Pentagon  that  it  was,  sort 
of,  a  ho-hum;  maybe  it  got  obeyed  and  maybe  it  did  not  get  obeyed 
on  down  the  line. 

Are  you  having  any  problem  with  that  now,  or  are  people  tuned 
into  wnat  you  are  trying  to  do  and  really  cooperating?  And  if  not, 
is  somebody  pushing  them  to  cooperate? 

Mr.  Hamre.  I  do  not  sense  resistance. 

Senator  Glenn.  How  about  the  level  of  cooperation  rather  than 
resistance? 

Mr.  Hamre.  Well,  again,  I  think  it  is  good.  You  know,  when  you 
control  the  release  of  funds  to  do  business,  people  tend  to  be  re- 
sponsive. You  know,  most  people  want  to  work  with  the  comptroller 
because  I  control  their  money. 

The  real  question  is  whether  we  give  them  so  many  conflicting 
goals  up  front  that  it  is  impossible  to  sort  out  which  are  the  high- 
est priorities. 

And  several  times  I  have  done  that  to  Rich  over  at  DFAS,  "I  need 
this  done.  I  need  this  done.  I  need  this  done." 

And  he  has  had  to  stop  and  say,  "Wait.  What  is  the  sequence  of 
priorities  for  all  of  these  things?" 

A  part  of  our  biggest  problem,  sir — and  it  is  not  that  people  are 
resisting — it  is  that  we  have  all  of  these  old,  old  finance  and  ac- 
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counting  systems.  And  they  are  written  in  antiquated  programming 
languages  so  that  we  only  can  go  to  government  houses  to  get 
things  changed. 

There  are  long  queues  for  that  support.  And  I  am  not  always  con- 
fident that  I  am  their  highest  priority.  Thus,  I  need  to  lean  on  Rich 
and  his  people  to  make  sure  the  things  that  really  are  important 
are  getting  done  in  these  central  design  activities.  But  I  do  not 
have  a  resistance  in  the  sense  that  you  are  describing. 

Senator  Glenn.  We  talked  at  one  time  about  the  people  in  the 
military  chain  of  command  where  there  are  problems  out  at  bases, 
or  activities  out  there  where  the  accounting  has  been  lax  as  to 
whether  this  should  not  be  an  item  on  their  fitness  report  or  their 
efficiency  report  as  to  how  they  handle  these  matters. 

Has  that  been  done?  And  I  know  you  have  to  be  a  little  careful. 
You  might  have  the  finest  combat  commander  in  the  world  and  get 
him  marked  down  because  he  had  a  lousy  PX  accounting  system 
on  his  base  or  something. 

You  have  to  be  a  little  careful  with  it.  But  are  the  military  com- 
manders that  are  in  charge  of  some  of  these  things  sensitized  to 
the  fact  that  they  have  to  perform?  And  is  that  being  considered 
on  their  fitness  reports  now  or  not? 

Mr.  Hamre.  I  cannot  speak  to  the  latter  because  I  do  not  know. 
I  think  what  we  have  chosen  is  a  higher  level  form  of  pressure, 
frankly. 

And  that  is:  If  I  cannot  find  an  obligation  in  the  accounting 
record,  but  I  have  a  returned  check,  a  canceled  check,  I  will  make 
them  obligate  new  funds.  Now,  there  is  nothing  like  taking  money 
away  from  people  to  get  them  to  want  to  fix  a  problem. 

They  will  say,  "Well,  that  is  not  my  fault  that  I  have  this  prob- 
lem." 

And  I  say,  "No.  But  it  is  our  shared  responsibility  to  fix  it."  And 
for  the  first  time,  we  have  the  procurement  offices  wanting  to  help 
us  fix  finance  and  accounting  problems. 

And  it  really  comes,  I  think,  more  from  saying,  "I  am  going  to 
affect  your  purchasing  power  as  an  officer  to  be  able  to  buy  things." 
And  I  have  had  tremendous  support  since  we  have  done  that. 

Senator  Glenn.  I  know  we  are  trying  to  downsize  across  govern- 
ment. But  you  have  got  a  big  problem.  And  you  are  talking  about 
going  to  about  half  of  your  personnel  within  5  years,  46,000  down 
to  20,000-some  in  a  5-year  period. 

I  am  not  quite  sure  that  is  a  good  savings  in  that  area.  Just  be- 
cause we  have  a  downsizing  of  government  across  the  board  as  a 
general  policy,  and,  you  know,  272,000  civil  servants,  we  are  about 
halfway  down  on  that  right  now. 

We  have  done  a  pretty  good  job  on  that  over  in  the  civil  service 
area.  But  do  you  think  you  can  correct  all  of  these  problems  at  the 
same  time  you  are  cutting  your  force  in  half  over  a  5-year  period? 

Mr.  Hamre.  I  am  nervous  about  it.  I  do  not  have  enough  money 
to  hedge  against  failure  right  now.  We  have  to  budget  towards  suc- 
cess in  this  area. 

We  spent  the  first  part  of  the  downsizing  taking  it  out  of  the 
tooth  and  not  out  of  the  tail.  And  we  are  down  to  the  point  where 
we  have  to  get  at  the  support  structures. 
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Senator  Glenn.  Your  budgeting  for  your  operation,  though,  is  it 
such  that  you  feel  confident  you  can  get  all  of  the  computers  you 
need,  the  microfiche,  all  of  the  other  things  that  we  are  doing  to 
automate  and  to  digitize  and  so  on?  Microfiche  is  old  hat.  I  should 
not  keep  bringing  that  up. 

Mr.  Hamre.  Yes.  We  use  CD-ROM  now. 

Senator  Glenn.  Yes.  You  are  way  beyond  that  at  this  point. 

Do  you  have  money  enough  to  reallv  get  in  and  do  this,  or  are 
you  going  to  be  financially  constrained  on  trying  to  get  this  thing 
under  control?  We  are  talking  about  big  bucks  here.  And  a  few  mil- 
lion dollars  here  may  save  us  tens  of  billions  some  place  else. 

Mr.  Keevey.  I  think  we  could  be  financially  constrained,  quite 
frankly.  We  have  money  in  our  budget  this  year,  for  example,  so 
that  we  can  contract  to  buy  the  imaging  equipment. 

That  money  has  been  budgeted  and  we  are  going  through  that 
process  to  buy  what  we  think  is  necessary  at  the  moment  to  do 
what  we  see  in  the  next  couple  of  years  with  the  imaging  problem. 

When  we  look  at  the  costs  that  are  necessary  to  improve  some 
of  our  accounting  systems,  we  have  preliminary  estimates,  for  ex- 
ample, in  the  area  of  DBOF  as  a  minimum  of  $100  million.  We  are 
not  complete  with  our  economic  analysis  for  some  of  these  systems. 

Those  numbers  could  get  bigger.  So  we  may  not  be  completely 
resourced  at  the  moment  for  the  radical  improvements  to  the  ac- 
counting systems  that  we  need.  But  our  goal  at  the  moment  is  to 
do  what  we  can  with  what  we  have  and  to  make  the  improvements 
as  fast  as  we  can. 

Senator  Glenn.  When  we  are  talking  about  a  system  of  where 
we  are  paying  out  $35  million  an  hour  and  things  like  that,  we  are 
talking — ^you  know,  this  is  the  major  expenditure.  We  are  probably 
talking  about  the  major  financial  disbursement  spot  in  the  whole 
world 

Mr.  Hamre.  It  is. 

Senator  Glenn  [continuing].  Probably  by  a  factor  of  three  or  four 
or  something  like  that. 

Mr.  Hamre.  It  is. 

Senator  Glenn.  And  yet,  we  are  saying,  "You  cannot  digitize 
this,  you  cannot  do  that,  you  do  not  have  money  enough  to  do  it 
because  we  will  not  provide  the  $1  or  $2  or  $3  million,"  or  whatever 
it  is. 

I  tell  you  what  I  think,  if  the  Chairman  would  agree  with  this: 
I  would  like  to  ask  you  to  send  us  a  letter  outlining  exactly  what 
you  would  need  in  an  optimum  situation  to  deal  with  this  thing, 
to  get  it  under  control  in  the  shortest  period  of  time  because  I  am 
afraid  you  are  getting  this  together  now  to  request  the  material. 

If  we  get  it  in  this  year's  budget,  that  does  not  occur  until  Octo- 
ber. You  will  not  have  your  money  until  next  spring.  We  have 
wasted  another  year  getting  on  with  this  thing.  I  see  this  as  almost 
an  emergency  in  financial  management.  We  get  all  upset  around 
here  at  tiny  amounts  of  money  and  who  is  spending  what  on  a  few 
thousand  dollars  or  a  few  hundred  thousand. 

Meanwhile,  we  are  ignoring  something  like  this  where  we  have 
hundreds  of  billions  of  dollars  at  risk.  And  it  is  not  an  overstate- 
ment to  say  that.  So  I  would  like  to  have  your  honest,  candid  as- 
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sessment.  You  have  been  in  that  job  over  there  now,  what,  18,  20 
months,  22? 

Mr.  Hamre.  It  feels  Hke  about  10  years. 

Senator  Glenn.  It  seems  longer,  yes,  when  you  are  having  fun. 
I  know. 

Mr.  Hamre.  It  is  about  18  months. 

Senator  Glenn.  You  have  been  there  long  enough  now  to  know 
what  is  needed  in  that  job  and  what  is  not.  And  I  would  appreciate 
your  assessment  of  cost  without  regard  to  budget  or  0MB  or  any- 
body else,  what  you  think  needs  to  be  done  personnel-wise  and 
equipment-wise  and  the  cost  of  equipment;  how  much  money  you 
need  and  people  you  need  to  get  this  thing  under  control. 

And  I  am  not  trying  to  blow  you  up  into  some  big  fiefdom  over 
there.  But  Lord,  we  are  talking  many  tens  of  billions  of  dollars 
here. 

Mr.  Hamre.  Yes,  sir.  Of  course,  again  we  will  do  that.  And  I  look 
forward  to  doing  that.  In  my  mind,  the  highest  priority  I  have  right 
now  in  my  narrow  area  is  to  get  a  replacement  facility  for  that  Co- 
lumbus operation.  We  have  it  in  the  budget. 

Senator  Glenn.  Yes. 

Mr.  Hamre.  We  have  requested  for  it.  I  do  not  know  if  you  have 
had  a  chance — well,  you  saw  it.  Senator,  and.  Senator  McCain.  I 
would  love  to  show  it  to  you  sometime. 

Today  there  are  1940s  buildings  designed  to  build  bombers  in 
World  War  II  that  we  have  converted  over  as  a  finance  and  ac- 
counting operation  for  contract  payment.  The  operation  is  housed 
in  six  decrepit  old  buildings. 

We  occupy  about  40  percent  of  the  space  in  provisional  kind  of 
quarters,  and  it  is  really  wretched.  We  actually  had  a  raccoon  that 
nearly  brought  down  our  entire  finance  and  accounting  operation 
when  he  crawled  in  and  met  his  maker  in  the  generators  and 
brought  our  computers  to  a  halt  for  2  days.  It  is  really  pretty  sad. 
But  the  fix  is  in  our  budget  request  this  year.  And  I  would  ask,  if 
it  is  please  possible,  to  keep  an  eye  on  that  for  us.  We  need  that. 

Senator  Glenn.  Well,  if  you  could  give  us  your  needs 

Mr.  Hamre  I  will.  I  will. 

Senator  Glenn  [continuing].  Please  do  it.  And  I  do  not — I  cannot 
guarantee  you  we  can  get  you  the  money  for  it. 

But  I  would  like  to  provide  you  with  every  tool  that  you  have  to 
have  and  not  see  you  just  trying  to  skimp  by  here  and  cutting  your 
personnel  in  half  and  thinking  you  can  do  the  same  iob. 

I  do  not  think  you  can  do  that.  And  we  have  haa  just  anecdotal 
bit  after  bit  through  the  years  of  how  much  we  need  this  to  be  one 
of  the  most  efficient  functions  in  the  whole  Pentagon.  If  we  cannot 
get  this  under  control  now 

Mr.  Hamre.  Well,  we  have,  as  the  Department  has,  world-class 
military  forces.  And  they  deserve  a  world-class  finance  and  ac- 
counting operation.  We  do  not  have  it  right  now,  but  we  are  going 
to  get  better. 

But  we  also  cannot  just  take  up  all  of  the  unexcuted  dollars.  But 
we  will  give  you  a  list;  I  would  be  happy  to  do  that. 

Senator  Glenn.  I  understand  that.  But  I  do  not  want  you  to  be 
so  budget  constrained  that  we  limp  along  and  in  another  5  years 
we  have  another  meeting 
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Mr.  Hamre.  Yes,  sir. 

Senator  Glenn  [continuing].  Here  talking  about  the  same  old 
problems  again  which  we  have  done  for  the  last  5  or  6  years. 

Mr.  Hamre.  Yes,  sir. 

Senator  Glenn.  So  I  would  appreciate  your 

Mr.  Hamre.  We  will  surely  do  that. 

One  of  the  few  smart  guys  that  came  with  me  today  gave  me  a 
follow  up  on  your  question  about  officer  efficiency  reports.  Any  offi- 
cer that  is  in  a  financial  billet,  is  formally  evaluated  and  rated  on 
his  performance  in  terms  of  stewardship,  internal  controls  and 
things  of  that  nature. 

But  I  will  get  you  a  more  formal  response  for  the  record. 

Senator  Glenn.  Well,  I  am  not  suggesting  that  we  make  this  a 
thing  where  you  get  combat  commanders  that  are  not  out  of  their 
jobs  or  sometning  like  that.  But  I  do  think  this  should  be  more  con- 
sidered in 

Mr.  Hamre.  Yes,  sir. 

Senator  Glenn  [continuing].  Promotions  and  so  on. 

Mr.  Hamre.  Yes,  sir. 

[The  information  follows:] 

The  performance/efTiciency  report  systems  of  all  the  services  encompass  fiscal  re- 
sponsibilities whenever  those  functions  are  part  of  an  individual's  duties.  Such  re- 
sponsibilities are  included  in  position  descriptions,  then  evaluated  on  the  basis  of 
resource  allocation,  management,  and  performance. 

Senator  McCain.  Thank  you.  Senator  Glenn. 

It  is  good  to  see  you  again,  Secretary  Hamre.  On  this  issue  that 
Senator  Thurmond  raised,  write  us  a  letter  on  it  very  soon.  Other- 
wise you  are  not  going  to  get  the  money. 

Mr.  Hamre.  Yes,  sir. 

Senator  McCain.  Okay. 

Mr.  Hamre.  Loud  and  clear.  Transmission  received. 

Senator  McCain.  All  right. 

[The  information  follows:] 

Under  Secretary  of  Defense, 

Defense  Pentagon, 
Washington.  DC,  May  25.  1995. 

Hon.  Strom  Thurmond, 

Chairman,  Commiiiee  on  Armed  Services 

U.S.  Senate, 

Washington.  DC. 

Dear  Mr.  Chairman:  As  a  follow-up  to  your  questions  last  Tuesday,  I  wanted  to 
provide  you  additional  details  regarding  the  Department's  proposed  program  of  Fi- 
nancial Management  Education  and  Training.  Last  April  I  proposed  to  Dr.  Deutch 
that  the  Department  establish  such  a  program  at  the  same  time  we  announced  the 
consolidation  of  DOD  financial  operations  (see  enclosure  1).  I  saw  a  need  to  add 
training  as  a  component  of  my  efforts  to  correct  financial  management  problems  in 
the  Department  and  to  maintain  the  professional  development  of  the  work  force  dur- 
ing the  ongoing  downsizing.  To  date,  there  has  been  good  support  for  she  training 
program. 

We  plan  to  lease  the  former  corporate  location  of  the  American  Optical  Company, 
a  415,000  square  foot  building  capable  of  providing  administrative,  classroom,  and 
supporting  space  for  our  program.  It  is  located  in  the  Southbridge  Business  Center 
in  Southbridge,  MA.  We  became  well  acquainted  with  this  facility  and  the  great  en- 
thusiasm and  support  provided  by  the  people  of  Southbridge  and  the  State  of  Mas- 
sachusetts during  our  earlier  search  for  consolidation  locations  for  the  Defense  Fi- 
nance and  Accounting  Service.  Not  only  was  this  enthusiasm  evident  but  the  sur- 
rounding area  provides  excellent  physical  and  intellectual  infrastructure  to  support 
the  type  of  training  enter  operation,  a  modern  full-service  corporate  training  center, 
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that  the  Department  envisions.  This  will  be  a  center  capable  of  producing  a  high 
volume  of  quality,  media-based  materials  for  distance  learning,  video  teletraining 
broadcasts  and  housing  a  modest  residential  training  component  for  the  professional 
series  in  our  work  force. 

Selection  of  the  Southbridge  site  entailed  implementing  management  concepts  em- 
bodied in  the  NPR  effort.  The  nature  of  the  proposal  is  both  entrepenurial  and 
uniqnae.  The  town,  in  partnership  with  the  facility  owner  and  developer  will  pri- 
vately finance,  up  front,  all  of  the  costs  associated  with  the  center's  renovation.  It 
will  be  a  turn-key  operation.  The  education  program  and  all  of  the  associated  sup- 
port services  will  be  done  by  contractors,  not  by  expanding  the  Federal  work  force. 
The  facility  will  be  leased  and  will  not  be  added  to  the  Department's  inventory  of 
real  estate.  All  contracts  in  support  of  the  program  will  be  delivery  order  based. 
That  way  the  Government  gets,  and  pays  for,  only  products  and  services  it  actually 
needs.  The  fiscal  year  1996  budget  request  of  $88.8  million  for  this  program  does 
not,  in  fact,  pay  for  the  building's  renovation.  Rather,  $69.2  million  is  funding  set 
aside  in  accordance  with  scoring  rules  established  by  0MB  and  represents  the 
present  value  of  the  20-year  lease.  It  becomes  no  year  money  and  is  paid  out  toward 
the  lease  costs  over  a  20-year  period.  In  fact,  when  we  calculated  the  cost  per  stu- 
dent week  for  resident  training  at  the  facility,  it  compares  closely  to  costs  provided 
to  us  by  several  similar  government  and  private  training  organizations  with  similar 
programs  (enclosure  2). 

I  appreciate  your  interest  in  the  proposed  training  program,  and  I  will  be  glad 
to  answer  any  further  questions  you  might  have. 
Sincerely, 

John  J.  Hamrb. 
Enclosures. 

cc:  Hon.  Sam  Nunn,  Ranking  Democrat. 

Senator  McCain.  I  would  like  for  you  to  address  some  of  the 
things  that  are  raised  in  the  GAO  report  just  briefly. 

On  page  16  they  say  DBOF  has  not  been  able  to  meet  its  finan- 
cial goal  of  operating  on  a  break-even  basis,  which  does  not  sur- 
prise me.  But  what  does  surprise  me,  during  the  first  3  years  of 
operations,  fiscal  year  1993,  1992  through  1994,  DBOF  reported  a 
cumulative  loss  of  about  $1.2  billion. 

Of  that  amount,  the  Navy,  the  Army  and  DOD  components  re- 
ported losses  of  $1  billion,  $255  million  and  $291  million  respect- 
fully, whereas  the  Air  Force  reported  a  gain  of  $407  million.  What 
is  the  difference  here? 

Mr.  Hamre.  Sir,  I  will  have  to — ^forgive  me.  But  I  will  have  to 
get  back  to  you  on  that. 

Senator  McCain.  It  seems  to  me  there  is  a  dramatic  difference 
between  $1  billion  loss  in  the  case  of  the  Navy 

Mr.  Hamre.  Yes,  sir. 

Senator  McCain  [continuing].  And  a  $407  million  gain  in  the 
case  of  the  Air  Force.  Somebody  is  doing  something  awfully  wrong. 
And  somebody  is  doing  something  awfully  right  unless  there  is 
something 

Mr.  Hamre.  Yes,  sir. 

Senator  McCain  [continuing].  That  I  do  not  understand  here. 

Mr.  Hamre.  Sir,  what  DBOF  did  was  force  to  the  surface  a  lot 
of  the  operating  losses  that  existed  in  the  shipbuilding,  in  the  ship- 
yards. And,  of  those  losses,  I  think  about  $800  million  was  in  two 
shipyards  alone.  I  would  be  glad  to  follow  up  on  that,  sir. 

Senator  McCain.  Okay.  I  would  appreciate  any  additional  infor- 
mation  

Mr.  Hamre.  Oh,  surely.  I  understand.  Absolutely. 

Senator  McCain  [continuing].  You  could  give  us  on  that. 

[The  information  follows:] 
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Senator  McCain.  I  would  like  for  you  to  address  some  of  the  things  that  are 
raised  in  the  GAO  report  just  briefly.  On  page  16  they  say  DBOF  has  not  been  able 
to  meet  its  financial  goal  of  operating  on  a  break -even  basis,  which  does  not  surprise 
me.  But  what  does  surprise  me,  during  the  first  3  years  of  operations,  fiscal  year 
1993  (1992  through  1994),  DBOF  reported  a  cumulative  loss  of  about  $1.2  billion. 
Of  that  amount,  the  Naw,  the  Army  and  DOD  components  reported  losses  of  $1 
billion,  $255  million  and  $291  million  respectfully,  whereas  the  Air  Force  reported 
a  gain  of  $407  million.  What  is  the  difference  here? 

Mr.  Hamre.  Sir,  what  DBOF  did  was  it  forced  to  the  surface  a  lot  of  the  operating 
losses  that  existed  in  the  shipbuilding,  in  the  shipyards.  And  of  that,  of  those  losses, 
I  think  it  was  about  $800  million  was  in  two  snipyards  alone.  I  would  be  glad  to 
follow  up  on  that,  sir. 

Senator  McCain.  Okay.  I  would  appreciate  any  additional  information  you  could 
give  us  on  that. 

Mr.  Hamre.  It  should  be  noted  that  the  losses  cited  by  GAO  in  DBOF  of  $1.5  bil- 
lion since  fiscal  year  1992,  represent  less  than  0.6  percent  of  the  financial  trans- 
actions that  took  place  during  the  period  from  fiscal  year  1992  through  fiscal  year 
1994.  Although  any  losses  in  DBOF  are  viewed  as  not  acceptable,  they  must  be  con- 
sidered within  the  fiscal  and  operational  environment  in  which  the  losses  occurred. 
In  some  cases,  such  as  the  Naval  Shipyards  and  Aviation  Depots,  the  total  cost  phi- 
losophy of  the  DBOF'  has  highlighted  significant  operational  losses  that  occurred  for 
two  primary  reasons.  First,  work  load  has  declinea  due  to  the  overall  force  structure 
reductions  that  have  taken  place  in  DOD.  As  work  load  decreases,  the  fixed  over- 
head costs  of  the  business  areas  (the  base  infrastructure  and  work  force)  must  be 
allocated  against  a  smaller  base.  This  makes  the  unit  cost  of  completing  work,  such 
as  a  ship  overhaul,  more  expensive  than  predicted.  Second,  the  time  frames  required 
and  difiicult  process  mandated  for  reducing  the  infrastructure  and  work  force  has 
resulted  in  increased  DBOF  costs.  The  Force  structure  reductions  can  occur  rel- 
atively rapidly  but  reducing  the  base  infrastructure,  which  requires  following  civil- 
ian personnel  reduction-in-force  regulations  and  the  legislative  Base  Closure  and 
Realignment  (BRAG)  procedure,  is  a  much  slower  process.  The  result  is  an  18  to 
24  month  lag  between  the  loss  of  work  and  the  reduction  of  the  inhouse  labor  force. 
Even  longer  periods  are  required  for  the  divestiture  of  the  real  property.  DOD  fully 
supports  these  provisions  of  public  law,  however,  reductions-in-force  and  early-out 
actions  take  time  to  implement  and  carry  out  in  a  manner  consistent  with  the  stat- 
utes. 

Within  the  Depot  Maintenance  business  areas  work  load  levels  have  declined  25 
percent  to  40  percent  since  fiscal  year  1991,  depending  on  the  commodity  (i.e.,  ships, 
planes,  vehicles).  The  notable  exception  to  this  is  tne  Air  Force  Aviation  Depots 
where  work  load  levels  have  not  declined  significantly.  Under  BRAG,  10  major  de- 
pots (6  of  which  are  Navy)  have  been  identified  for  total  closure  and  2  additional 
depots  will  partially  close.  It  is  also  anticipated  that  Gongress  will  approve  the  clo- 
sure of  additional  depots  in  the  current  round  of  base  closures.  As  discussed  above, 
these  large  scale  reductions  have  resulted  in  unavoidable  financial  losses  primarily 
as  a  resialt  of  rapid  workload  decreases  that  have  occurred  faster  than  the  ability 
of  the  Department  to  reduce  manpower  and  infrastructure. 

Senator  McCain.  It  just  seems  to  me  a  glaring  difference.  The 
Air  Force  acquires  weapons  systems  as  well. 

Mr.  Hamre.  Sir,  may  I  use  that  as  a  jumping  off  point  for  a  com- 
ment? And  that  is  one  of  the  reasons  why  we  in  the  Department 
feel  cash  responsibility  belongs  with  the  military  services.  We  do 
not  think  it  is  fair  for  a  service  to  run  up  big  losses  in  DBOF  and 
then  give  the  bill  to  another  service. 

Senator  McCain.  I  agree. 

Going  back  a  couple  of  pages  again,  and  I  do  not  mean  to  pick 
on  the  Navy  here.  But  the  GAO  says  our  preliminary  observations 
from  our  ongoing  financial  audits  of  the  Navy's  financial  operation, 
including  similar  conditions,  exist  for  the  Navy  including  an  ab- 
sence of  transition-driven  general  ledgers.  Ledgers  which  are  a  pre- 
requisite for  establishing  rudimentary  double  entry  accounting  con- 
trol, inaccuracies  in  recording  quantities  and  values  for  many  as- 
sets, including  hundreds  of  billions  of  dollars  of  weapon  systems 
and  equipment  and  billions  of  dollars  in  financial  reporting  errors 
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which  were  not  detected  or  corrected  because  required  reviews 
were  not  performed. 

Are  those  all  accurate? 

Mr.  Hamre.  Sir,  they  may  be  accurate.  But  I  strongly  disagree 
with  them  being  a  problem.  And  may  I  take  a  moment  to  say  that: 
Here  is,  I  think,  where  we  come  to  a  difference.  A  lot  of  what  GAO 
says  I  agree  with.  But  this  is  one  area  I  do  not  agree  with. 

We,  in  the  Department,  do  not  manage  on  the  basis  of  the  depre- 
ciated value  of  a  ship.  If  all  of  a  sudden  our  opponent  develops 
stealth  technology,  they  have  just  invalidated  a  lot  of  our  invest- 
ment in  the  past. 

What  the  GAO  is  asking  is  to  measure  us  by  standard,  conven- 
tional accounting  where  you  take  depreciation  over  the  service  life 
of  the  vessel.  And  we  do  not  manage  that  way.  We  do  not  care 
what  the  depreciated  value  of  an  M-113  is. 

Senator  McCain.  John,  I  fully  accept  that.  But  what  about  this 
third  one  that  says  billions  of  dollars  in  financial  reporting  errors, 
reporting  errors,  which  were  not  detected  or  corrected  because  re- 
quired reviews  were  not  performed.  I  do  not  think  that  has  any- 
thing to  do  with  obsolescence  of  weapons  systems. 

Mr.  Hamre.  Yes,  sir.  It  does  because  what  they  are  referring  to 
largely  here  is  the  manual  process  we  have  to  go  through  to  report 
the  value  of  the  stock  of  ships  we  own.  What  is  the  value  of 

Senator  McCain.  Are  there  required  reviews? 

Mr.  Hamre.  Sir,  we  do  them.  But  what  do  they  mean?  I  mean, 
for  us  to  say  what  we  think  the  value  of  the  U.S.S.  Barry  is  today 
as  opposed  to  last  year  and  then  to  put  that  into  a  consolidated  fi- 
nancial statement,  we  do  not  think  that  is  particularly  valuable. 
We  do  it  because  we  have  to.  But  we  do  not  think  that  is  particu- 
larly valuable. 

Senator  McCain.  Well,  John,  I  agree  with  the  first  two  points 
that  you  make  where  you  disagree  with  it 

Mr.  Hamre.  Yes,  sir. 

Senator  McCain  [continuing].  Inaccuracies  in  reporting  quan- 
tities and  values  and  their  assets. 

Mr.  Hamre.  Yes,  sir. 

Senator  McCain.  But  if  they  are  not  performing  required  re- 
views, I  would  suggest 

Mr.  Hamre.  Sir,  well,  rather  than  defend  something  that  I  am 
not  fully  knowledgeable  about,  let  me  go  back  and  sit  with  GAO 
and  sit  with  the  Navy  and  find  out  what  it  is  that  they  are  criticiz- 
ing us  for 

Senator  McCain.  Okay. 

Mr.  Hamre  [continuing].  And  find  out:  Is  it  significant?  And  I 
promise  you  I  will  give  you  an  honest  report  back. 

Senator  McCain.  Okay. 

[The  information  follows:] 

The  Navy  has  not  been  required  to  complete  CFO  financial  statements,  but  will 
be  required  to  do  so  for  fiscal  year  1996  and  subsequent  years.  In  preparing  general 
purpose  financial  statements  for  fiscal  year  1994,  accounting  activities  had  to  manu- 
ally entere  data  for  Navy  property  and  equipment.  Manual  input  of  data  was  neces- 
sitated because  the  Department's  logistics  system — rather  than  its  accounting  sys- 
tems— maintain  property  accountability  records.  These  logistics  systems  were  de- 
signed to  maintain  information  on  quantities  and  location  of  property  and  equip- 
ment, not  necessarily  financial  data.  Additionally,  many  of  these  logistics  systems 
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do  not  interface  with  accounting  systems  from  which  general  purpose  flnancial 
statements  are  prepared.  During  the  manual  input  process,  the  last  three  zeros 
were  left  off  for  some  of  the  reported  values,  thereby  decreasing,  from  billions  of  dol- 
lars to  millions  of  dollars,  the  values  reported  for  some  amounts.  In  addition,  an 
analysis  (review)  of  the  final  document  was  not  accomplished  to  ascertain  that  the 
reported  values  were  reasonably  in  view  of  values  reported  for  previous  years.  As 
a  result  of  these  errors,  the  department  is  placing  greater  emphasis  on  internal  con- 
trol practices  and  the  correction  of  internal  control  weaknesses.  This  particular 
problem  is  not  expected  to  be  encountered  when  the  Navy  submits  CFO  financial 
statements  commencing  in  fiscal  year  1996. 

Senator  McCain.  Let  me  give  you  another  one.  Page  13,  as 
shown  in  the  attachment  to  uiis  testimony,  none  of  the  miHtary 
services  or  major  DOD  components  have  produced  reHable  financial 
statements  since  the  passage  of  the  CFO  Act  in  1990. 

Mr,  Hamre.  Right.  That  is  absolutely  correct.  And  we  do  not 
manage  the  department  based  on  consolidated  financial 

Senator  McCain.  Maybe  you  can  help  me  understand  what  is  re- 
quired to  produce  a  reliable  financial  statement  before  I  get  MEGO. 

Mr.  Hamre.  Well,  yes,  sir.  I  died  of  MEGO  about  a  year  and  a 
half  ago.  [Laughter.] 

Sir 

Senator  McCain.  In  other  words,  what  is  a  reliable  versus  an  un- 
reliable financial  statement? 

Mr.  Hamre.  Yes,  sir. 

Senator  McCain.  We  might  get  back  to  basics. 

Mr.  Hamre.  Sir,  we  largely  run  the  Department  on  the  basis  of 
finance  systems — disbursement  systems,  not  accounting  systems. 
And  the  reason  is  there  are  only  two  questions  that  you,  the  Con- 
gress, ask  us. 

And  everything  we  do  revolves  around  them.  The  first  question 
is:  If  you  have  to  go  to  war  tomorrow,  can  you  do  it,  and  where  are 
your  problems? 

And  the  second  question  you  ask  us  is:  We  gave  you  the  money. 
Did  you  spend  it  the  way  we  told  you  to? 

We  run  our  entire  finance  system  based  on  that  second  question. 
But,  that  is  not  an  accounting  system.  That  is  a  finance  funds  con- 
trol distribution  system. 

So  I  can  go  down  and  I  can  tell  you  where  we  are  at  any  one 
point  in  time — where  we  have  allocated  the  funds,  when  funds 
were  released,  what  is  the  contract  on,  £md  where  we  stand  on  the 
disbursement. 

The  breakdown  is  that  we  have  never  closed  the  loop  and  linked 
that  up  with  our  accounting  systems.  We  are  now  being  measured 
by  a  new  standard  from  the  one  that  you  have  traditionally  given 
us. 

This  is  a  change  from  the  way  we  have  managed  ourselves  for 
the  last  40  years.  We  are  going  to  change,  but  the  only  way  we  can 
change  is  to  get  modem,  reliable  accounting  systems. 

Senator  McCain.  Okay. 

Mr.  Hamre.  And  this  gets  to  Rich's  point:  Should  we  spend  $100 
million  getting  a  new  accounting  system? 

Senator  McCain.  Under  that  new  criteria,  what  year  can  we  ex- 
pect a  reliable  financial  statement  from  any  of  the  military  serv- 
ices? 

Mr.  Hamre.  Sir,  our  financial  statements  are  reliable.  Our  con- 
solidated accounting  statements  are  not  reliable.  And  those  are 
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going  to  be  years  away.  I  mean,  I  will  certainly  not  be  in  the  De- 
partment of  Defense. 

Of  course,  I  hope  to  be  back  here  a  year  from  now.  But  we  are 
talking  about  10  years,  15  years  before  you  can  see  what  the  GAO 
is  asking — a  consolidated  accounting  statement  with  reliable 
data — because  we  have  to  get  whole  new  accounting  systems  to  do 
that.  But  you  can  count  on  our  budget  data.  You  can  count  on  our 
funds  data. 

Senator  McCain.  Okay.  DOD  spent  over  30  percent  of  each  trav- 
el dollar  on  administrative  costs.  Are  we  fixing  that? 

Mr.  Hamre.  Yes,  sir.  And  let  me  tell  you  how  we  are  doing  that. 
We  are  going  to  get  out  of  the  travel  services  business  in  the  De- 
partment of  Defense.  We,  right  now,  have  nearly  4,000  travel 
clerks  in  the  Department  of  Defense.  But,  travel  service  is  some- 
thing we  do  pretty  well  in  this  country — and  we  have  a  very  robust 
private  sector  to  do  it. 

So  we  are  going  to  get  out  of  the  business.  And  we  are  going  to 
reengineer  it  so  that  we  are  largely  going  to  count  on  the  financial 
services  and  the  travel  services  available  in  the  private  sector. 

We  are  changing  the  travel  regulations;  we  have  travel  regula- 
tions that  were  about  230  pages  long  this  spring.  We  now  have 
them  down  to  16  pages. 

Senator  McCain.  How  many? 

Mr.  Hamre.  Sixteen,  1-6. 

Senator  McCain.  How  many  steps 

Mr.  Hamre.  Pardon  me,  sir? 

Senator  McCain.  Are  you  going  to  get  it  down  to  10,  I  think, 
from 

Mr.  Hamre.  Pardon  me,  sir.  Sir,  we — hopefully,  we  are  going  to 
get  it  down  to  about  two  steps. 

In  my  view,  here  is  how  our  new  system  is  going  to  work:  If  you 
need  to  travel,  you  will  go  to  a  commercial  travel  office.  And  you 
sit  with  them  and  work  out  your  travel  just  like  you  do  for  a  per- 
sonal vacation. 

That  person  at  that  travel  office  will  generate  a  single  piece  of 
paper  that  has  the  should-cost  estimate.  And  that,  then,  becomes 
the  travel  voucher  as  soon  as  the  supervisor  signs  it,  one  piece  of 
paper. 

You  go  one  place  and  you  reconcile  off  of  that  one  piece  of  paper. 
And  it  is  all  going  to  be  in  the  private  sector  when  we  get  done. 

We  will  start  this  summer  on  pilot  projects  to  demonstrate  this 
new  technology.  This  is  one  I  think  the  Department  really  is  work- 
ing hard  to  solve  because  we  cannot  afford  the  opportunity  costs  for 
our  current  travel  system  which  is  23,000  people. 

We  devote  a  division's  worth  of  people  in  inconvenience  and 
standing  in  lines.  You  remember  what  it  was  like,  sir.  It  has  gotten 
only  worse;  it  has  not  gotten  better. 

Senator  McCain.  Well,  I  hate  to  use  the  Congress  as  a  role 
model  for  anything.  But  you  know,  we  do  have  an  office  here  that 
our  staff  just  goes  down  and 

Mr.  Hamre.  Yes,  sir. 

Senator  McCain  [continuing].  Purchases  a  ticket.  And- 


Mr.  Hamre.  That  is  exactly  what  we  are  going  to  do.  We  are 
going  to  model  ours  after  that. 
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Senator  McCain.  Were  you  consulted  by  the  Washington  Post  in 
preparation  for  that  article? 

Mr.  Hamre.  Sir,  I  did  have  an  interview.  I  was  actually  on  the 
end  of  a  telephone  in  O'Hare  Airport  6  weeks  ago  when  I  spoke 
with  Dana  Priest.  And  we  did  talk. 

I  feel  that  a  lot  of  her  facts  are  right.  I  feel  her  context  is  wrong. 
We  do  have  problems,  but  I  think  it  is  out  of  proportion — she  did 
not  report  all  of  the  good  things  that  I  think  the  Department  is 
doing. 

We  have  a  lot  of  people  working  their  hearts  out  to  make  things 
work  right  now.  One  of  the  guys  in  my  office  said,  **When  is  the 
second  issue,  second  half  of  the  story  coming  out?"  because  we  have 
done  a  lot  of  good  things. 

And  that  is  what  I  would  like  to  have  reported.  Frankly,  that  is 
why  I  welcome  and  thank  you  for  this  hearing  today. 

Senator  McCain.  There  is  a  second  story  coming  up? 

Mr,  Hamre.  No,  sir.  Today  is  the  day,  I  hope. 

Senator  McCain.  It  is  very  rare  that  I  have  seen  that. 

Well,  may  I  say,  John,  that  all  of  us  here  because  we  have  known 
you  so  well,  have  great  confidence  in  you.  We  are  not 
unappreciative  of  the  magnitude  of  the  challenge  that  you  face. 
And  what  probably  you  need  to  remember  is  that  you  have  got  to 
keep  in  contact  with  us  on  issues  like  these. 

I  think  Senator  Glenn  is  absolutely  correct  in  saying  that  if  you 
need  more  money  on  an  issue — I  do  not  question  at  all  the  GAO's 
statement  that  we  are  talking  about  billions  of  dollars  here.  I  think 
that  we  do  not  want  to  be  penny-wise  and  pound-foolish. 

But  also,  I  think  this  committee  and  the  Congress  and  the  Amer- 
ican people  need  to  know  an  end  date.  Okay.  We  need  to  know 
when  we  can  expect  the  kind  of  financial  controls  in  place  that 
would  give  us  confidence.  And  so  far,  I  have  not  heard  exactly  that 
yet. 

Mr.  HAMitE.  I  will  follow-up.  I  am  going  to  put  that  in  another 
letter  to  you. 

I  would  like  to  tell  you  when  we  really  think  we  are  going  to  be 
able  to  close  on  some  of  these  because  some  things  we  have  already 
closed  on. 

We  have  a  great  pay  system  now  for  retirees  and  annuitants.  It 
is  very  good.  It  is  state  of  the  art.  There  is  not  one  any  better  in 
the  world.  And  we  just  completed  that  2  weeks  ago. 

The  one  for  contract  pay — ^that  probably  is  going  to  be  about  3 
years.  But  I  would  be  glad  to  show  you  the  milestones.  And  you 
can  hold  me  liable  for  that. 

Senator  McCain.  Good.  Even  if  you  are  a  lobbyist,  right? 

Mr.  Hamre.  Nobody  is  about  to  hire  me,  sir.  I  promise  you. 

Senator  McCain.  I  would  like  to  thank  you. 

[The  information  follows:! 

The  Department  has  made  significant  progress  in  the  area  of  its  finance  systems. 
For  example: 

We  have  selected  a  standard  payroll  system  to  pay  the  Department's  civilian  em- 
ployees. Substantial  progress  has  been  made  to  date  in  reducing  the  number  of  civil- 
ian payroll  systems  and  consolidating  the  number  of  sites  at  which  civilians  are 
paid.  By  1997  most  of  our  civilians  will  be  paid  by  one  system. 
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Military  members  in  the  next  few  years  will  be  paid  by  one  of  only  two  military 
payroll  systems.  At  that  time,  we  will  look  at  the  feasibility  of  reducing  that  to  one 
system. 

The  Department  is  making  progress  in  the  area  of  transportation  pay.  Approxi- 
mately 4  million  payments  annually  for  government  bills  of  lading  and  transpor- 
tation requests  are  being  consolidated  into  a  single  system  operated  at  three  loca- 
tions, with  further  reductions  planned  for  the  future. 

DOD  is  deeply  involved  in  reengineering  the  way  it  pays  gavel  entitlements  to  its 
military  members  and  civilian  employees.  We  have  not  been  content  to  simply  find 
a  better  system.  We  also  are  relooking  at  every  aspect  of  authorizing  and  paying 
our  people  when  they  travel.  This  review  focuses  on  fundamental  ways  of  simplify- 
ing Uie  business  processes  involved  with  travel.  We  estimate  that  we  will  implement 
these  new  processes  as  early  as  the  end  of  calendar  year  1995. 

Debt  management  within  the  Department  is  being  centralized  at  the  DFAS  Cen- 
ters using  a  standard  system.  This  will  allow  the  Department  to  focus  on  the  proc- 
ess of  collecting  its  debts  in  a  more  efficient  and  effective  manner. 

However,  quite  honestly,  in  contrast  to  the  progress  being  made  relative  to  fi- 
nance systems,  the  process  for  standardizing  ana  consolidating  the  Department's  ac- 
counting systems  is  taking  more  time  than  we  envisioned.  Nevertheless,  standard 
systems  have  been  selected  for  many  of  the  Defense  Business  Operations  Fund  busi- 
ness areas,  and  the  Defense  Finance  and  Accounting  Service  is  pursuing  numerous 
initiatives  for  improving  existing  general  fund  systems,  and  eliminating  other  sys- 
tems. These  efforts  will  require  considerably  more  time  and  resources  to  be  accom- 
plished. 

Senator  McCain.  But  I  would  also  like  to,  again,  thank  Senator 
Glenn  who  has  been  at  this  for  so  many  years  in  what  is  a  very 
difficult  and  complex  issue.  And  I  appreciate  very  much  all  of  the 
work  you  have  done.  Senator  Glenn.  Do  you  have  anything? 

Senator  Glenn.  Just  one  more,  maybe,  here.  I  think  you  said 
earlier,  you  indicated  you  have  to  go  to  government  houses  or 
Central  Design  Authority  or  activity  to  develop  new  systems.  But 
the  financial  management  systems  development  may  not  be  high 
on  the  CDA's  priority  list.  If  you  could  go  outside  of  government  for 
that,  would  that  help  you  any? 

Mr.  Hamre.  It  could.  The  big  problem  is  that  so  much  of  what 
we  are  doing  is  trying  to  change  the  coding  in  an  old  proprietary 
system  inside  the  government.  And  anybody  in  the  private  sector — 
it  would  take  so  long  to  get  somebody  up  to  speed  to  do  that. 

Senator  Glenn  [presiding].  Do  you  have  authority  to  do  some- 
thing like  that 

Mr.  Hamre.  Oh,  yes. 

Senator  Glenn  [continuing].  Because  that  was  another  question 
I  wanted  to  ask? 

Mr.  Hamre.  Yes. 

Senator  Glenn.  Do  you  have  full  authority  as  vou  feel  it,  to  do 
what  has  to  be  done?  If  you  do  not,  then  we  would  need  legislation 
to  do  that.  And  I  would  be  more  than  happy  to  do  it.  Do  you  feel 
you  have  all  of  the 

Mr.  Hamre.  We  have  the  authority  to  do  it,  yes,  sir. 

Senator  Glenn  [continuing].  All  of  the  authority  to  do  whatever 
needs  to  be  done 

Mr.  Hamre.  But  not  all  of  the  money. 

Senator  Glenn  [continuing].  To  get  this  thing  under  control? 

And  if  you  can  give  us  advice  with  that  letter  as  to  what  you  are 
setting  up  ideally  to  address  this  problem — what  would  it  do?  How 
much  would  it  be  for  computers  and  for  whatever  and  people? 

It  disturbs  me  you  are  going  to  cut  down  to  half  of  your  people 
in  5  years  and  still  get  control  of  this  thing.  That  would  assume 


642 

an  awful  lot  of  increased  productivity  per  person,  which  means  an 
enormous  amount  of  computer  and  automation  and  a  whole  bunch 
of  things  here  that  I  am  not  sure  you  are  going  to  have  in  place 
in  that  same  period  of  time,  completely  in  place. 

So  we  need  to  look  at  that  pretty  carefully.  And  any  guidance 
you  can  give  us  on  money  you  may  need  for  computers,  whatever, 
without  respect  to  the  DOD  budget. 

Say  in  your  letter  what  you  would  like  to  have  to  get  vour  hands 
around  this  thing  or  your  arms  around  this  whole  proolem  in  an 
ideal  situation. 

Mr.  Hamre.  Yes,  sir. 

Senator  Glenn.  It  is  not  going  to  be  run  through  0MB  or  any- 
thing like  that.  I  want  your  opinion  as  to  what  all  you  need. 

Mr.  Hamre.  Transmission  received. 

Senator  Glenn.  All  right.  Good.  Thank  you  very  much.  We  ap- 
preciate it.  We  may  have  another  follow-up  to  you  here  if  other  peo- 
ple have  some  other  additional  questions. 

[The  information  follows :1 

I  certainly  understand  the  importance  of  resolving  the  problems  that  exist  in  our 
finance  and  accounting  systems.  As  we  have  discussed  in  the  past,  these  are  not 
new  problems;  they  have  existed  for  many  years  and  have  now  surfaced  because  of 
the  focus  and  efforts  of  the  Defense  Finance  and  Accounting  Service. 

Let  me  say  that  I  believe  that  we  have  a  plan  that  addresses  each  of  our  finance 
and  accounting  deficiencies.  We  have  good  people  working  hard  to  improve  the 
functionality  of  our  finance  and  accounting  systems,  which  I  believe  will  result  in 
the  Department  having  a  credible  finance  and  accounting  network  that  will  produce 
reputable  financial  statements.  I  have  validated  that,  at  this  point  in  time,  we  be- 
lieve that  we  have  the  proper  level  of  funding  in  our  budget  to  fix  these  systems. 

Of  course,  we  have  critical  problems  in  the  areas  of  unmatched  disbursements, 
negative  unliquidated  obligations,  and  contractor  overpayments  that  require  our  im- 
mediate attention  and  cannot  wait  for  the  development  of  better  accounting  sys- 
tems. Accordingly,  I  have  directed  specific  actions  to  occur — now — to  help  correct 
these  problems.  We  have  made  tremendous  progress  in  reducing  unmatched  dis- 
bursements and  negative  unliquidated  ligations.  Due  to  a  focused  effort  throughout 
the  Department — not  just  in  the  finance  and  accounting  community — over  the  past 
21-month  period  we  have  reduced  problem  disbursements  from  $48.7  billion  to  $28.8 
billion.  This  is  a  reduction  of  41  percent.  I  also  have  put  measures  in  place  that 
will  prevent  our  getting  into  these  problems  in  the  first  place.  That  is,  we  will  not 
make  payments  irom  our  accounts  unless  there  are  sufficient  balances  to  cover  the 
expenoitures.  This  may  sound  basic,  but  it  was  not  the  practice  in  the  past.  We  have 
moved  out  aggressively  to  require  the  validation  of  proposed  payments  with  the  cor- 
responding oDiigation  data  in  the  accounting  records  prior  to  making  payments.  Be- 
ginning in  July  1995,  DOD  will  reqruire  such  validations  for  all  payments  over  $5 
million.  In  October  1995,  that  threshold  will  drop  to  all  payments  over  $1  million. 
In  addition,  the  Department  is  developing  plans  to  expand  this  validation  require- 
ment to  include  all  payments. 

In  the  area  of  contractor  overpayment,  we  have  established  a  senior  level  Acquisi- 
tion and  Financial  Management  Panel  to  identify  and  develop  courses  of  action  to 
correct  deficiencies.  Obviously,  the  real  answer  to  ensure  proper  payment  to  our  con- 
tractors and  vendors  is  to  develop  a  highly  automated  system  that  serves  the  acqui- 
sition, financial,  accounting,  ana  contractor  communities  from  a  single  data  base. 
This  is  part  of  the  future  concept  that  we  are  operating  under  and  plans  are  well 
underway  to  make  this  happen.  In  the  interim,  we  have  taken  a  number  of  meas- 
ures to  reduce  our  overpayments.  We  have,  for  example,  reduced  overpayments  from 
$792  million  in  fiscal  year  1993  to  $137  million  for  the  first  6  months  of  fiscal  year 
1995.  We  project  that  we  will  realize  about  a  65  percent  reduction  in  fiscal  year 
1995;  this  is  something  that  we  are  very  proud  to  report. 

You  asked  me  to  make  a  personal  assessment  regarding  the  Department's  initia- 
tives to  correct  our  identified  deficiencies,  and  to  determine  if  sufficient  resources 
were  available  for  these  initiatives.  As  I  mentioned  earlier,  I  believe  that  we  are 
on  the  right  tract  and  have  the  proper  level  of  resources  to  solve  these  problems. 
We  are,  however,  constantly  reviewing  our  plans  to  ensure  that  our  efforts  continue 
to  be  on  the  mark.  I  will  keep  you  iniormed  of  our  progress.  I  do  not  want  to  have 
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to  keep  coming  up  here  and  addressing  the  same  issues  without  being  able  to  report 
that  significant  progress  is  being  maoe;  and  the  Congress  and  the  American  pubHc 
have  a  right  to  expect  that  significant  progress  will  be  made.  Your  continued  inter- 
est and  support  in  the  Department's  euorts  to  improve  its  financial  management  op- 
erations is  greatly  appreciated,  and  beneficial. 

Senator  Glenn.  We  appreciate  your  being  here,  and  sorry  we 
had  to  take  a  break  in  the  middle  for  the  vote. 
Mr.  Hamre.  Thanks  for  the  honor  of  inviting  us. 
Senator  Glenn.  Thank  you  very  much. 
This  committee  will  stand  in  recess. 
[Questions  for  the  record  with  answers  supplied  follow:] 

Questions  Submitted  by  Senator  John  Glenn 
progress 

Senator  Glenn.  In  its  February  1,  1995  report  to  the  congressional  Defense  com- 
mittees, DOD  stated  that  it  had  made  "tremendous  progress  in  rectifying  many  of 
the  problems  in  the  Plan."  Do  you  agree  with  DOD's  assessment? 

Mr.  BOWSHER.  We  disagree  with  DOD's  assessment.  Afler  more  than  3  years  of 
operations,  very  little  has  changed  in  the  day-to-day  operations  of  DBOF.  Much 
work  remains  to  be  done  with  correcting  the  fundamental  problems  with  the  Fund's 
systems  and  financial  reports.  Specifically: 

•  DOD  does  not  have  a  systematic  process  in  place  to  ensure  that  DBOF's  poli- 
cies are  implemented  consistently.  Consequently,  DBOF  managers  lack  the  nec- 
essary guidance  to  execute  day-to-day  operations  of  the  Fund. 

•  DOD  has  selected  most  of  DBOF's  interim  migratory  systems  without  first  de- 
termining the  total  estimated  cost  to  enhance  and  implement  these  systems  across 
the  Funas  business  areas. 

•  DOD  is  still  having  difiiculty  preparing  accurate  financial  reports  on  DBOF's 
operations.  For  example,  the  monthly  reports  show  negative  balances  of  hundreds 
01  millions  of  dollars  for  certain  accounts  such  as  inventory,  accounts  receivables, 
and  revenue. 

•  DOD  has  reversed  its  cash  management  policy  by  returning  cash  control  to  the 
DOD  components.  This  is  a  major  departure  from  the  benefit  of  a  single  cash  bal- 
ance that  DOD  cited  when  it  established  DBOF. 

•  Correcting  DBOF's  fundamental  problems  with  the  financial  systems  will  re- 
quire a  long-term  effort.  In  the  meantime,  it  is  especially  important  for  DOD  to  also 

fmrsue  short-term,  building  block  efforts  to  be^^n  improving  the  accuracy  of  DBOF's 
inancial  information.  Considering  the  past  diuiculties  DOD  has  experienced  in  im- 
plementing DBOF,  it  is  essential  that  top  management  is  committed  to  improving 
the  Fund's  systems. 

Senator  GLENN.  Are  the  systems  currently  in  place  capable  of  producing  accurate 
and  reliable  information  on  the  results  of  operations? 

Mr.  BowsHER.  One  of  the  major  challenges  still  confronting  DOD  is  the  improve- 
ment and  standardization  of  DBOF's  financial  systems.  DBOF  is  supported  by  the 
same  systems  that  existed  under  the  old  stock  and  industrial  funds  and,  con- 
sequently, inherited  the  multiple  problems  of  those  systems.  DBOF  has  80  dispar- 
ate, unlinked  financial  systems  and  approximately  200  ancillary  systems  that  pro- 
vide financial  data.  As  a  result,  DBOFs  accounting  systems  do  not  provide  complete 
and  accurate  information  on  the  results  of  its  operations.  These  complex,  serious, 
and  long-standing  problems  adversely  affect  DOD's  ability  to  accurately  account  for, 
control,  and  manage  billions  of  dollars  of  resources. 

Developing  and  implementing  systems  that  produce  credible  cost  data  is  essential 
for  successful  DBOF  operation.  Users  of  the  cost  data,  such  as  DBOF  customers, 
must  be  assured  that  the  cost  data  are  accurate  because  the  data  will  be  used  as 
the  basis  to  bill  them  for  the  goods  and  services  they  receive.  Also,  the  cost  data 
must  be  accurate  for  congressional  oversight  and  control  over  customers'  budget  re- 
quests. 

Senator  GLENN.  DOD  is  trying  to  improve  the  financial  systems  that  account  for 
the  Fund's  resources.  Does  DOD  know  how  much  it  is  going  to  cost  to  improve  the 
Fund's  systems? 

Mr.  BowsHER.  According  to  DOD's  preliminary  estimate,  it  will  cost  $94.5  million 
to  enhance  the  17  systems  that  have  been  selected  as  the  interim  migratory  systems 
to  account  for  DBOF's  resources.  However,  this  estimate  does  not  include  the  follow- 
ing significant  costs:  (1)  improvements  needed  to  meet  minimum  technical  require- 
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ments,  (2)  data  conversion  from  the  existing  systems  to  the  interim  migratory  sys- 
tems, (3)  development  of  interfaces  with  nonfinancial  systems,  such  as  logistics  and 
personnel,  that  generate  most  of  the  financial  data,  (4)  training  of  personnel  who 
will  operate  and  enter  data  into  the  interim  migratory  system,  and  (5)  replacement 
of  63  existing  systems  with  the  interim  migratory  systems. 

Senator  Glenn.  Does  GAO  continue  to  support  the  intent  of  the  Defense  Business 
Operations  Fund? 

Mr.  BowsHER.  If  DBOF  is  operated  in  an  efficient  and  effective  manner,  it  can 
contribute  to  a  significant  improvement  in  DOD  operations.  However,  DOD  contin- 
ues to  face  serious  problems  that  have  hindered  the  operation  of  DBOF.  The  pri- 
mary goal  of  DBOF  is  to  focus  the  attention  of  all  levels  of  management  on  the  total 
costs  of  carrying  out  certain  critical  DOD  business  operations  and  the  management 
of  those  costs.  Better  information  on  business  operations  should  enable  DOD  man- 
agement and  the  Congress  to  make  more  informed  policy  decisions  as  DOD  contin- 
ues to  adapt  to  a  much  smaller  force  structure  and  a  new  world  environment.  Ac- 
complishing these  objectives  will  require  DOD  managers  to  become  more  conscious 
of  operating  costs  and  make  fundamental  improvements  in  how  DOD  conducts  busi- 
ness. 

Senator  GLENN.  What  action  should  the  Congress  take  regarding  the  operation  of 
the  DBOF? 

Mr.  BowsHER.  We  believe  the  Congress  should  have  annual  oversight  hearings  on 
the  $77  billion  Fund  as  a  means  of  monitoring  DOD's  progress  in  improving  the  op- 
erations of  DBOF.  It  must  be  realized  that  Defense  is  dealing  with  years  of  neglect 
in  regard  to  its  financial  management  structure  and  its  going  to  require  a  long-term 
commitment  to  correct  these  problems.  Defense  should  be  prohibited  from  adding 
any  new  activities  or  functions  to  DBOF  until  the  policies,  procedures,  systems,  and 
financial  reports  are  in  place  to  accurately  account  for  and  report  on  the  activities 
that  are  currently  in  DBOF. 

Senator  GLENN.  GAO  has  been  critical  of  the  accuracy  of  the  Fund's  financial  re- 
ports. What  actions  can  DOD  take  to  improve  the  accuracy  of  these  reports? 

Mr.  BowsHER.  To  properly  manage  DBOF,  DOD  needs  to  have  business  type  fi- 
nancial reports  that  accurately  disclose  the  results  of  operations.  Such  reports 
should  include  a  monthly  balance  sheet,  income  statement,  and  cash  flow  statement. 
These  reports  would  be  similar  to  the  annual  financial  reports  required  by  the  Chief 
Financial  Officers  Act. 

However,  the  military  services  and  DOD  components  use  different  systems  to  ac- 
count for  the  Fund's  costs.  These  systems  have  15  different  general  ledgers  for  accu- 
mulating DBOF's  revenue  and  costs.  To  improve  the  accuracy  of  the  reports,  DOD 
could  assemble  a  team  with  representatives  from  OSD,  DFAS  Headquarters,  each 
of  the  finance  Centers,  and  the  military  services  and  DOD  components  to  determine 
what  information  should  be  on  the  financial  reports  and  the  general  ledger  accounts 
that  would  provide  that  data.  The  team  would  need  to  ensure  that  data  from  the 
different  systems  are  comparable. 

In  addition,  DFAS  headquarters,  the  DFAS  Centers,  and  the  DOD  components 
will  need  to  work  together  and  agree  on  the  actual  sources  of  the  information  to 
be  used  to  produce  the  financial  reports.  Further,  the  financial  reports  need  to  be 
reviewed  monthly  to  ensure  that  the  information  appears  reasonable.  Our  past  re- 
ports and  testimonies  have  identified  numerous  instances  of  inaccurate  reports.  For 
the  most  part,  a  cursory  review  of  the  reports  would  have  identified  the  glaring  er- 
rors that  we  found.  For  example,  the  May  1993  financial  report  for  the  Navy  supply 
management  business  area  showed  a  profit  of  $23.1  billion.  A  review  of  the  report 
would  have  shown  that  the  reported  profit  was  over  five  times  greater  than  the  re- 
ported revenue  of  $4.3  billion.  Also,  DOD  needs  to  fully  explain  how  it  arrives  at 
the  information  used  in  preparing  DBOPs  budgets.  We  have  previously  reported 
that  significant  differences  exist  between  the  financial  and  budgeting  reports,  but 
DOD  has  yet  to  provide  an  adequate  explanation  as  to  why  these  differences  exist. 
The  Department  of  Defense  Financial  Management  Regulation  states  that  a  primary 
objective  of  DOD  accounting  systems  is  to  provide  needed  actual  accounting  data  for 
use  in  budget  formulation.  In  addition,  the  financial  management  data  are  to  be  re- 
corded and  reported  in  the  same  manner  throughout  DOD  components,  and  the  ac- 
counting information  is  to  be  synchronized  with  budgeting  information.  However,  in 
the  case  of  DBOF  this  is  not  occurring. 

CASH  MANAGEMENT  SHIFT 

Senator  GLENN.  Since  the  DBOF  was  established,  its  cash  balance  has  been  cen- 
trally managed  by  the  OSD.  In  February  1995,  DOD  changed  its  policy  and  moved 
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management  of  cash  to  the  military  service  and  component  level.  What  is  GAO's 
view  on  this  action? 

Mr.  BowsHER.  This  policy  change  is  a  maior  departure  from  the  benefits  of  a  sin- 
gle cash  balance  that  DOD  cited  m  establisning  tne  Fund.  One  of  the  benefits  that 
has  resulted  from  the  establishment  of  DBOF  was  the  reduction  in  the  amount  of 
cash  needed  for  day-to-day  operations.  DOD's  action  may  increase  the  Fund's  cash 
requirements  and,  therefore,  increase  the  need  for  appropriated  funds  to  implement 
the  change.  In  addition,  because  of  the  policy  change,  the  army.  Navy  and  Air  Force 
components  of  DBOF  have  again  advanced  billed  customers.  According  to  DOD, 
about  $2.7  billion  was  advanced  billed  in  the  beginning  of  1995 — meaning  customers 
are  paying  for  goods  and  services  before  they  are  rendered  which  is  not  a  business- 
like practice.  Tnis  increased  the  amount  oi  advanced  billings  to  $4.5  billion  as  of 
April  1995.  In  our  March  1995  reports — Defense  Business  Operations  Fund:  Manage- 
ment Issues  Challenge  Fund  Implementation  (GAO/AIMD-95— 79) — we  recommended 
that  DOD  reverse  the  decision  to  transfer  the  management  of  DBOF  cash  to  the 
military  services  and  DOD  components. 

PRICING 

Senator  GLENN.  DBOF  has  been  experiencing  losses  since  its  inception.  Why  does 
GAO  object  to  the  recovery  of  prior  year  losses  in  the  rates  DBOF  charges  its  cus- 
tomers? 

Mr.  BowSHER.  Defense's  pricing  policy  provides  that  prices  will  be  increased  to 
recover  prior  year  losses.  DOD  increased  fiscal  year  1995  Fund  prices  by  $1.7  billion 
to  recover  prior  year  losses.  This  policy  is  inconsistent  with  a  basic  tenet  of  the 
Fund — that  prices  should  reflect  the  actual  cost  incurred  in  providing  goods  and 
services.  Increasing  prices  to  cover  past  losses  diminishes  the  incentive  lor  the  Fund 
to  operate  efficiently  and  makes  it  difiicult  to  evaluate  and  monitor  the  Fund's  sta- 
tus. Charging  prices  that  reflect  only  the  cost  expected  to  be  incurred  for  that  period 
will  enable  Defense  and  the  Congress  to  determine  the  cost  of  each  year's  operations 
and  measure  the  performance  of  the  Fund's  activities  for  that  period.  Defense 
should  be  required  to  justify  recovering  prior  year  losses  as  part  of  the  appropriation 
process.  The  justification  should  identify  the  specific  reasons  why  a  business  area, 
such  as  depot  maintenance  incurred  a  loss,  and  the  actions  being  taken  to  avoid 
similar  losses  in  the  future.  This  approach  would  give  the  Congress  an  opportunity 
to  review  the  Fund's  operation,  determine  if  additional  funds  are  actually  needed, 
and  evaluate  the  efTectiveness  of  DOD's  management  of  the  Fund.  It  would  also  pro- 
vide a  strong  incentive  to  properly  set  prices  and  would  help  focus  attention  on  the 
current  costs  of  operations. 

GENERAL 

Senator  Glenn.  You  diaracterized  "Defense  Financial  Management"  as  a  govern- 
ment-wide high-risk  area.  What  implications  does  this  have  for  DOD? 

Mr.  BowsHER.  The  high-risk  designation  indicates  that  a  program  lacks  fun- 
damental accountability  and  is  highly  vulnerable  to  waste,  fraud,  abuse,  or  mis- 
management. When  we  designate  a  program  as  a  high-risk  area,  we  place  special 
emphasis  on  that  area.  By  giving  a  heightened  level  of  attention  to  Defense  financial 
management,  we  hope  to  provide  added  incentive  to  DOD  to  develop  and  implement 
sound  plans  to  improve  its  financial  management. 

Senator  GLENN.  The  CFO  Act  designates  the  DOD  Inspector  General  as  having 
primary  responsibility  for  auditing  DOD  financial  statements.  How  have  you  worked 
with  the  DOD  audit  community  to  help  prepare  it  for  carrying  out  this  responsibil- 
ity? 

Mr.  BowsHER.  We  have  worked  with  the  DOD  IG  in  a  number  of  ways.  For  exam- 
ple, 

•  GAO  has  given  formal  training  to  hundreds  of  auditors. 

•  We've  provided  on-the-job  training  through  participation  in  the  Army  and  Navy 
financial  audits. 

•  We  reviewed  the  Air  Force  Audit  Agency's  financial  audit  for  fiscal  year  1992. 

•  After  we  complete  the  Navy  financial  audit,  we  will  monitor  financial  audits 
DOD-wide. 

Senator  Glenn.  Mr.  Bowsher,  poor  internal  controls  have  been  a  problem  plagu- 
ing the  Federal  Government  for  many  years.  To  deal  with  this  pervasive  problem, 
Congress  enacted  the  Federal  Managers  Financial  Integrity  Act  in  1982,  requiring 
federal  agencies  to  identify  and  report  weaknesses  in  their  internal  control  processes 
and  systems.  However,  as  reported  by  you  in  the  past,  this  process  of  self  reporting 
did  not  work  within  DOD  because  managers  failed  to  accurately  characterize  their 
condition.  Has  DOD's  recent  reporting  under  FMFIA  improved? 
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Mr.  BOWSHER.  In  the  last  2  years  we  have  seen  improvements  in  DOD's  FMFIA 
reporting.  The  reports  are  beginning  to  be  a  more  accurate,  inclusive  portrayal  of 
DOD's  internal  control  environment.  They  are  more  open  and  candid  in  detailing 
DOD's  financial  management  weaknesses  and  demonstrate  increased  management 
attention.  This  is  a  positive  first  step  in  DOD's  efforts  to  improve  financial  oper- 
ations but,  corrective  actions  to  improve  these  weaknesses  remain  open. 

THE  SERVICES 

Senator  GLENN.  In  your  previous  audits  of  the  Army  and  Air  Force,  you  identified 
weaknesses  in  the  reporting  of  their  weapon  systems  cost.  Have  you  found  similar 
weaknesses  for  the  Navy's  weapon  systems? 

Mr.  BowSHER.  Yes,  we  have.  The  Navy  has  no  systematic  means  for  reporting 
weapon  systems  costs;  instead,  weapon  systems  are  reported  in  response  to  "data 
calls'*  from  DFAS.  As  a  result,  certain  weapon  systems  were  not  reported  because 
DFAS  was  not  aware  of  them,  and  the  organizations  responsible  for  the  weapon  sys- 
tems were  not  aware  of  the  need  to  report  them. 

Senator  GLENN.  During  your  financial  audits  of  the  Army,  you  found  significant 
internal  control  weaknesses  with  the  Army's  military  payroll  system,  which  resulted 
in  millions  of  dollars  in  erroneous  payments.  Have  you  found  similar  problems  dur- 
ing your  audit  of  the  Navy? 

Response.  No,  we  did  not  find  the  same  types  of  problems  with  Navy's  military 
payroll  system.  However,  we  identified  weaknesses  with  the  Navy's  civilian  payroll 
system.  Specifically,  we  identified  $62,500  in  overpayments  to  134  civilians.  'Total 
overpayments  to  these  personnel  may  have  been  much  higher  if  they  continued  over 
a  longer  period  of  time  than  we  reviewed.  One  weakness  is  that  too  many  payroll 
personnel  having  unrestricted  access  to  data. 

Senator  GLENN.  The  Government  Management  Reform  Act  of  1994  requires  DOD- 
wide  financial  statements  by  1996.  The  Navy  needs  to  also  be  able  to  prepare  finan- 
cial statements  in  order  for  DOD  to  comply  with  the  Act.  What  is  the  Navy  doing 
to  get  ready  to  meet  this  requirement? 

Mr.  BowsHER.  Originally,  the  Navy  was  going  to  prepare  pro  forma  statements 
for  fiscal  year  1995,  but  did  not  take  action  to  accomplish  this.  The  Navy  and  DFAS 
are  only  now  seriously  planning  how  they  will  meet  the  requirement  for  1996  finan- 
cial statements. 

DFAS 

Senator  GLENN.  Do  you  believe  current  DFAS  financial  management  improvement 
efforts  will  be  successful? 

Response.  DFAS  current  initiatives  focus  primarily  on  improving  operations  and 
lowering  costs  by  reducing  the  number  of  systems  used  to  account  for  and  control 
most  of  the  Department's  monetary  resources.  While  savings  and  improvements 
may  accrue  over  the  long  run,  the  Department  could  maximize  its  efforts  by 
reengineering  its  fundamental  business  processes  and  then  developing  and  imple- 
menting financial  management  systems  that  support  these  new  processes.  Substan- 
tial savings  and  improved  operations  have  been  experienced  in  the  private  sector 
by  using  such  principles. 

Senator  Glenn.  Do  you  agree  with  the  Department's  decision  to  establish  DFAS 
and  assign  it  responsibility  for  resolving  DOD's  longstanding  accountability  prob- 
lems? 

Mr.  BowSHER.  Conceptually,  I  agree  with  the  establishment  and  objectives  of 
DFAS.  In  the  past,  the  military  services  and  other  defense  components  received  the 
funding  for  their  financial  management  system  efforts  through  the  normal  appro- 
priation process  with  little  or  no  direct  management  oversight  and  involvement  from 
the  departmental  level.  This  situation  permitted  the  services  and  components  to 
independently  develop  and  operate  their  own  unique  financial  management  proc- 
esses and  systems.  In  turn,  it  resulted  in  funding  and  operation  of  about  250  stand 
alone,  stovepiped  systems  possessing  different  processes,  data  standards,  and  data 
definitions. 

With  the  establishment  of  DFAS,  the  Department  for  the  first  time  has  the  oppor- 
tunity to  focus  its  financial  management  resources  and  efforts  on  eliminating  these 
type  of  systems  and  developing  and  implementing  systems  and  processes  which  are 
integrated  and  capable  of  providing  the  information  needed  to  properly  manage  the 
Department,  improve  customer  service,  and  at  the  same  time,  reduce  the  costs  of 
providing  those  services. 

Senator  Glenn.  In  your  statement,  you  emphasize  that  the  management  of  the 
Department's  resources  can  be  improved  through  better  financial  management  infor- 
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mation.  Please  describe  what  the  Department  can  do  to  improve  the  usage  and  util- 
ity of  the  information  being  provided  to  its  managers. 

Mr.  BOWSHER.  The  beneiits  to  be  derived  from  improved  information  and  in- 
creased usage  of  such  information  are  enormous.  Broaaer  acceptance  and  usage  of 
improved  information  can  lead  to  increased  productivity.  By  increasing  productivity, 
the  Department's  managers  and  policymakers  would  be  given  the  opportunity  to  im- 
prove customer  service  and  at  tne  same  time,  reduce  the  costs  oi  providing  that 
service. 

Improved  productivity  requires  management  action  based  on  reliable  timely  infor- 
mation. Cost  accounting  systems,  in  conjunction  with  performance  measurement 
systems,  provide  this  basic  information  thereby  enabling  managers  to  assess  their 
performance  and  identify  where  action  is  needed  to  improve  that  performance.  Cou- 
pling cost  and  performance  information  produces  unit  cost  information  which  pro- 
vides the  capability  to  appraise  resource  utilization,  compare  operational  results, 
and  analyze  personnel  resource  requirements.  Such  information  can  also  be  used  to 
compare  the  resources  consumed  v/ith  targets  of  what  should  have  been  used.  Any 
variances  between  planned  and  actual  can  be  interpreted  as  a  measure  of  success 
or  failure  or  as  an  indicator  that  resource  utilization  has  been  good  or  bad.  Perhaps 
the  greatest  obstacle  to  more  universal  acceptance  of  such  information  is  the  process 
used  in  assessing  a  manager's  performance.  Holding  managers  accountable  for  the 
efTicient  use  of  their  resources  will  continue  to  be  difficult  until  cost  and  perform- 
ance goals  are,  clearly  articulated,  mutually  understood,  and  used  in  assessing  their 
performance.  Acceptance  will  not  occur  overnight  but  I  am  encouraged  by  the  in- 
creased usage  of  such  information  within  some  of  the  Department's  activities  includ- 
ing DFAS. 

BUSINESS  OPERATING  PLAN 

Senator  GLENN.  I  know  you  have  been  very  involved  in  the  Tax  Systems  Mod- 
ernization (TSM)  project  and  are  working  on  presenting  Congress  with  a  very  spe- 
cific business  operating  plan,  with  concrete  milestones  and  recommendations  which 
will  help  us  evaluate  IRS's  performance  and  whether  or  not  its  $8  billion  plus 
project  will  succeed. 

Could  I  ask  you  to  do  the  same  for  the  myriad  of  DOD  financial  management 
problems,  including  what  specific  actions  you  would  undertake,  a  suitable  timeframe 
and  measures  for  evaluating  their  performance?  Would  you  work  with  this  commit- 
tee and  the  Governmental  Affairs  Committee  in  doing  so? 

Mr.  Hamre.  The  answer  to  this  question  should  come  from  the  General  Account- 
ing OfTice,  since  it  is  referring  to  the  tax  systems. 

GENERAL 

Senator  GLENN.  Since  the  establishment  of  the  Defense  Business  Operations  Fund 
(DBOF),  there  have  been  a  number  of  concerns  raised  about  its  of)erations,  enough 
concern  that  some  have  proposed  doing  away  with  DBOF  altogether. 

We'll  talk  about  the  progress  you've  made  in  correcting  the  problems  in  operating 
the  fund  in  a  minute,  but  Fd  like  to  focus  for  a  moment  on  what  you  believe  the 
benefits  of  the  fund  have  been. 

Have  there  been  any  tangible  benefits  from  operating  the  Fund? 

Mr.  Hamre.  Possibly  the  most  tangible  benefits  of  establishing  the  DBOF  has 
been  the  emphasis  to  identify  the  full  cost  of  our  support  establishment  and  the  im- 
petus and  support  from  GAO  and  the  Congress  to  improve  DOD's  financial  systems 
without  which  the  identification  of  full  costs  is  not  possible.  Up  to  this  time,  improv- 
ing and  upgrading  DOD's  myriad  financial  systems  has  never  enjoyed  a  high  enough 
priority  to  warrant  the  necessary  time  and  resources  to  make  it  happen.  In  addition, 
the  mindset  of  financial  managers  throughout  the  Department  is  beginning  to 
change  and  to  recognize  the  necessity  to  focus  on  controlling  costs.  This  is  good,  and 
long  overdue.  Greater  accountability  and  cost  awareness  among  DOD  managers  can 
be  said  to  be  partially  a  result  of  the  establishment  of  the  DBOF.  The  establishment 
of  the  DBOF  has  facilitated  realization  of  the  Department's  financial  management 
goal  to  be  able  to  identify  the  total  cost  of  DOD  goods  and  services. 

Senator  Glenn.  Has  DBOF  reduced  the  cost  of  doing  business?  Can  you  please 
provide  specific  examples  of  where  this  has  occurred? 

Mr.  Hamre.  I  certainly  believe  that  DBOF  has  helped  to  reduce  the  cost  of  the 
Department's  support  operations.  The  DBOF  consolidated  nine  revolving  fund  ac- 
tivities whose  financial  management  policies  and  procedures  enable  managers  to  op- 
erate differently  than  direct  appropriated  fund  activities.  Management  decisions  to 
consolidate  operations,  to  buy  capital  equipment,  to  control  unnecessary  travel  costs, 
to  turn  off  tne  lights  and  water,  to  buy  in  economical  order  quantities,  to  close 
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unneeded  bases,  etc.  reduce  the  cost  of  doing  business.  The  DBOF  enables  managers 
to  facilitate  trading  off  operating  costs  for  capital  expenditures  when  it  is  economical 
to  do  so  and  provides  cost  accounting  data  that  can  oe  used  by  managers  to  monitor 
their  operations,  but  the  decisions  to  use  the  flexibility  and  the  information  avail- 
able must  be  made  by  the  manager — simple  use  of  the  DBOF  as  a  method  of  finan- 
cial management  does  not  mandate  anything.  DBOF  is  a  financial  management  tool 
which,  in  and  of  itself  does  nothing.  Cost  reduction  within  in  the  Department  is  a 
function  of  the  decisions  made  by  the  civilian  and  military  managers  who  manage 
the  activities  and  use  the  tools  provided  by  the  DBOF. 

Senator  GLENN.  What  would  nappen  if  Congress  terminated  the  DBOF? 

Mr.  Hamre.  The  Department  would  probably  propose  the  re-establishment  of  the 
industrial  funds  and  stock  funds  that  existed  prior  to  the  DBOF.  That  would  enable 
DOD  to  move  toward  performance  budgeting,  to  retain  appropriate  business  prin- 
ciples, including  cost  control,  among  the  Department's  support  activities,  and  to  con- 
tinue to  improve  the  accuracy  and  consistency  of  its  financial  systems  necessary  to 
provide  the  ousiness-type  data  mandated  by  the  CFO  Act. 

PROGRESS  IN  IMPLEMENTING  DBOF  IMPROVEMENT  PLAN 

Senator  Glenn.  You  developed  a  DBOF  Improvement  Plan  in  September  1993  to 
deal  with  problems  that  had  been  identified  with  respect  to  the  adequacy  of  your 
accounting  systems,  inconsistent  policies  and  procedures  and  the  accuracy  of  your 
monthly  reports. 

As  part  of  that  plan  I  believe  you  were  scheduled  to: 

—  Complete  formulation  of  all  DBOF  policies  by  December  31,  1994; 

—  Select  the  systems  to  account  for  DBOF  resources  by  September  30,  1994  and 
implement  these  systems  by  December  31,  1994; 

—  Improve  the  accuracy  of  DBOF's  monthly  financial  reports  by  December  31, 
1994. 

-  Have  you  met  your  schedule  and  what  specific  actions  have  you  taken  in  each  of 
these  areas? 

Mr.  Hamre.  In  compliance  with  section  311  of  the  Fiscal  Year  1995  National  De- 
fense Authorization  Act,  I  submitted  a  report  on  the  progress  made  in  implementing 
the  DBOF  Improvement  Plan  to  the  Congress  in  earlv  February.  Here  is  a  copy  oi 
that  report.  In  summary,  the  Department  has  completed  about  90  percent  of  the 
prescribed  actions.  However,  as  tne  conclusion  of  the  Report  states,  the  financial 
systems  improvements  that  the  Department  still  needs  to  make  will  require  a  lot 
of  effort,  time,  and  money.  The  proliferation  of  DOD's  varied  financial  systems  did 
not  take  place  over  night.  But  despite  the  large  outlays  that  will  be  needed,  the  im- 
provements are  essential  and  are  one  of  the  Department's  higher  priorities. 

CASH  MANAGEMENT  DECENTRALIZATION 

Senator  Glenn.  When  the  Defense  Business  Operations  Fund  (DBOF)  was  estab- 
lished in  1991,  one  of  its  key  features  was  the  consolidation  of  the  cash  management 
of  nine  industrial  and  stock  funds  into  a  single  account,  with  retention  of  discrete 
accounting  data  for  each  component  and  individual  business  area. 

I  understand  that  on  February  1,  1995,  cash  management  consolidation  ended 
and  that  the  fund's  cash  management  and  Antideficiency  Act  responsibility  were  re- 
turned to  the  Services  and  components.  Furthermore,  I  understand  that  since  this 
transfer  the  services  and  components  are  advance  billing  their  customers  in  order 
to  generate  cash. 

Why  did  you  decide  to  decentralize  the  Fund?  Does  this  mean  that  DBOF  is  now 
defunct  and  you  have  returned  to  using  the  previous  industrial  and  stock  funds? 
Can  you  also  comment  on  the  advance  billing  situation?  Hadn't  you  hoped  to  elimi- 
nate advance  billing  in  fiscal  year  1995?  How  would  you  go  about  eliminating  ad- 
vance billing — where  would  the  funds  come  from? 

Mr.  Hamre.  I  decided  to  decentralize  DBOF  cash,  after  3  years  of  testing  central- 
ized cash  management  at  the  Office  of  the  Secretary  of  Defense  level,  because  doing 
so  at  that  level  had  no  effect  on  cost  control  at  the  local  level  where  the  decisions 
that  effect  disbursements  are  made.  No,  the  DBOF  is  not  defunct  as  a  result.  Decen- 
tralized cash  management  makes  sense  because,  as  basic  business  principles  sug- 
gest, cash  management  goes  hand-in-hand  with  and  is  primarily  a  function  of,  cost 
control.  The  decisions  that  effect  the  cost  of  operations  are  made  by  the  components' 
financial  and  operational  managers,  not  by  OSD. 

The  Department  hopes  to  be  able  to  eliminate  advance  billing  by  the  end  of  fiscal 
year  1996.  Under  normal  circumstances,  customer  orders  are  liquidated  after  goods 
are  provided  or  after  services  are  rendered.  Eliminating  advance  billing  means  the 
return  to  this  procedure  rather  than  liquidating  a  customer  order  before  the  goods 
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or  work  is  provided.  The  transition  to  normal  procedures  will  be  gradual  and  re- 
quires that  there  not  be  significant  unscheduled  expenditures  or  unbudgeted  cost  in- 
creases. If  the  Congress  desired  to  eliminate  advance  billing  on  a  more  accelerated 
pace,  appropriations  to  liquidate  all  the  advances  now  in  eflect  would  be  required. 

PRICING 

Senator  GLENN.  The  DBOF  has  been  operating  at  a  loss  since  its  inception.  A 
main  objective  of  DBOF  is  to  operate  on  a  "break -even"  basis.  Why  does  DBOF  con- 
tinue to  lose  money?  What  is  the  problem  with  your  pricing? 

Mr.  Hamre.  The  DBOF  has  had  operating  losses  since  its  inception  in  fiscal  year 
1992,  primarily  because  of  unanticipated  and  unbudgeted  operating  losses,  which 
have  been  most  significant  in  the  Navy.  The  unbudgeted  operating  losses  have  re- 
sulted from  declining  workload  as  the  Department  downsizes  and  reduces  its  forces 
and  eauipment.  When  workload  declines  faster  than  manpower  can  come  off  the 
rolls  01  the  Department  or  facilities  can  be  closed  or  adjusted,  the  unbudgeted  costs 
result  in  operating  losses.  There  has  been  little  or  no  problem  with  pricing,  the 
problem  has  been  the  loss  of  more  workload  during  budget  execution  than  had  been 
predicted  and,  budgeted  for  12-24  months  previously  when  the  budget  was  pre- 
pared. 

SCOPE  OF  THE  PROBLEM 

Senator  GLENN.  One  of  your  biggest  challenges  is  in  the  "problem  disbursements' 
area.  For  the  most  part,  problem  disbursements  are  those  disbursements  that  are 
"unmatched,"  represent  "negative  unliquidated  obligations"  or  are  "in-transit"  dis- 
bursements. I  understand  that  there  has  been  some  disagreement  over  what  Bob 
has  included  in  its  calculation  of  the  dollar  value  of  its  problem  disbursements  and 
what  GAO  includes  in  that  figure.  In  either  case,  however,  it  involves  billions  of  dol- 
lars in  problem  disbursements. 

Can  you  give  the  subcommittee  a  brief  description  of  what  these  problems  dis- 
bursements are,  what  your  view  of  the  scope  of  the  problem  is,  how  you  are  tackling 
this  problem  and  what  progress  you  are  making? 

Mr.  HaMRE.  Problem  Disbursements  are  composed  of  the  following  types  of  trans- 
actions: 

Disbursements  Not  Sent.  These  are  disbursements  that  have  been  reported  to  the 
U.S.  Treasury  by  a  paying  office,  but  have  not  yet  been  transmitted  to  the  account- 
ing office.  These  are  similar  to  checks  that  have  been  paid  by  your  bank  but  not 
yet  returned  to  you,  the  account  holder. 

Disbursements  in  Suspense  Account.  These  are  disbursements  that  have  been  re- 
ported to  the  U.S.  Treasury,  but  not  yet  been  identified  to  a  specific  fund  holder 
and,  therefore,  placed  in  suspense  while  research  efforts  are  conducted  to  identify 
the  specific  fund  holder.  These  are  similar  to  checks  that  have  been  paid  by  your 
bank,  but  for  some  reason — perhaps  the  encoding  strip  on  the  check  has  been  dam- 
aged— the  bank's  automated  process  cannot  identify  the  account  to  be  charged  and, 
therefore,  the  check  is  set  aside  pending  a  manual  review  to  determine  the  correct 
account  to  be  charged. 

Disbursements  In-Transit.  These  are  disbursements  that  have  been  transmitted 
by  a  paying  office  to  an  accounting  office,  but  have  not  yet  been  received  by  the  ac- 
counting office.  These  are  similar  to  checks  that  have  cleared  your  bank,  and  along 
with  your  bank  statement,  have  been  forwarded  (mailed)  to  you,  but  you  have  not 
yet  received  them. 

Unmatched  Disbursements.  These  are  disbursements  that  have  been  received  and 
accepted  by  an  accounting  office,  but  have  not  been  matched  to  the  correct  detail 
obligation.  These  are  similar  to  checks  that  you  have  received  with  your  monthly 
bank  statement,  but  something  on  the  check  does  not  match  the  stub  in  your  check 
book.  For  example,  check  number  1003  might  be  made  out  to  Sam's  Appliance  store. 
While  the  memo  entry  on  check  number  1003  says  the  check  is  for  a  television,  the 
memo  entry  on  check  stub  1003  says  it  is  for  a  radio.  However,  by  looking  at  your 
receipts  from  Sam's  Appliance  store,  you  can  identify  that  check  1003  was  for  the 
radio  (and  another  check — say  check  number  1002 — was  for  the  television).  Another 
example,  is  that  the  payee  on  check  number  1004  is  Tom's  Hardware,  while  the  stub 
for  check  number  1004  says  that  it  was  to  Frank's  Supermarket.  However,  you  also 
notice  that  the  payee  for  cneck  number  1005  is  Frank's  Supermarket,  while  the  stub 
for  check  number  1005  shows  that  it  is  Tom's  Hardware.  All  the  payments  were 
valid,  but  there  was  discrepancy  between  the  information  on  the  checks  and  what 
was  recorded  on  the  corresponding  stub.  However,  with  a  little  effort,  you  are  able 
to  sort  out  those  differences. 
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Negative  Unobligated  Balance.  These  are  disbursements  that  have  been  matched 
to  an  obligation,  but  the  amount  of  the  payment  is  in  excess  of  the  amount  of  the 
obligation.  These  are  similar  to  checks  that  have  been  match  to  your  check  stub, 
but  the  amount  on  the  check  is  greater  than  the  amount  on  your  stub.  For  example, 
the  check  shows  the  payment  as  $965,  but  the  stub  shows  the  payment  as  $956. 

The  scope  of  the  problem  disbursements  in  the  above  categories,  on  a  DOD-wide 
basis,  was  $26.6  billion  as  of  the  end  of  April  1995.  The  Department  has  acted  ag- 
gressively over  the  past  year  to  resolve  its  problem  disbursements.  The  following  is 
a  list  of  actions  that  have  been  taken  to  resolve  existing  problem  disbursements  and 
prevent  the  occurrence  of  similar  problenas  in  the  future: 

•  In  November  of  1993,  the  Senior  Financial  Management  Oversight  Council, 
chaired  by  the  Deputy  Secretary,  directed  the  establishment  of  a  senior  level  Acqui- 
sition and  Financial  Management  Panel  to  review  the  causes  of  problem  disburse- 
ments and  propose  solutions.  The  senior  level  Acquisition  and  Financial  Manage- 
ment Panel  has  approved  a  set  of  recommendations  designed  to  eliminate  the  major 
systemic  causes  of  problem  disbursements.  These  recommendations  include  the  de- 
velopment of  a  process  to  validate  that  proposed  payments  match  obligations  in  the 
official  accounting  system  prior  to  the  actual  disbursement. 

•  In  December  1993,  the  Military  Departments  and  the  Defense  Finance  and  Ac- 
counting Service  were  tasked  to  reduce  the  amount  of  unmatched  disbursements  by 
50  percent  by  June  1994.  As  a  result  more  than  $9  billion  in  unmatched  disburse- 
ments were  researched  and  cleared. 

•  The  Department  intensified  its  efforts  to  identify  all  problem  disbursements 
and  defined  three  additional  categories  of  problem  disbursements — disbursements 
not  sent,  disbursements  in  suspense  accounts,  and  disbursements  intransit.  A  re- 
porting process  was  put  in  place  to  provide  senior  management  with  a  monthly  sta- 
tus report  of  problem  disbursements. 

•  On  March  31,  1994,  the  Under  Secretary  of  Defense  (Comptroller)  issued  guid- 
ance requiring  that  disbursements  be  halted  when  an  appropriation  was  "in  the 
red." 

•  The  March  31,  1994,  policy  also  established  a  requirement  to  fund  (record  obli- 
gations for)  problem  disbursements  that  are  not  matched  to  the  proper  obligation 
within  180  days.  (This  policy  results  in  unobligated  balances  being  reduced  by  the 
amount  of  disbursements  that  have  not  been  matched  to  a  prior  obligation  and, 
thereby,  better  ensuring  that  unobligated  balances  of  the  Department's  appropria- 
tions are  not  overstated?) 

•  In  October  1994,  the  Deputy  Secretary  called  for  further  reductions  in  problem 
disbursement  balances.  These  included  additional  50  percent  reductions  in  both  un- 
matched disbursements  and  negative  unliquidated  obligations. 

•  In  July  1995,  the  Department  plans  to  prevalidate  payments  to  obligations 
(prior  to  payment)  for  invoices  of  $5  million  or  more.  Effective  with  October  1995, 
tne  thresnold  will  be  reduced  to  invoices  of  $1  million  or  more.  The  Department 
plans  eventually  to  prevalidate  all  payments. 

The  Department  continues  to  place  a  very  high  priority  on  eliminating  existing, 
and  precluding  future,  unmatched  disbursements  and  negative  unliquidated  obliga- 
tions. Over  the  past  21  months,  we  reduced  problem  disbursements  from  over  $48 
billion  to  under  $30  billion.  The  actions  discussed  above,  as  well  as  other  actions 
being  taken  by  the  Department,  are  expected  to  resolve  many  of  the  Department's 
existing  problems  and  preclude  the  occurrence  of  similar  future  problems. 

Senator  Glenn.  GAO  also  indicates  that  some  of  these  problems  disbursements 
involve  "M"  account  funds.  I  thought  we  got  rid  of  the  "M  accounts  in  1993.  Can 
you  explain  whether  and  how  the  '^"  accounts  are  involved. 

Mr.  Hamre.  Public  Law  101-510  effectively  did  get  rid  of  the  "M"  accounts.  How- 
ever, there  was  a  substantial  amount  of  unmatched  disbursements  and  negative  un- 
liquidated obligations  in  the  "M"  accounts  at  the  time  they  were  canceled.  The  De- 
partment is  required  to  maintain  the  separate  identity  of  each  account  on  a  perpet- 
ual basis — including  "M"  accounts  and  other  accounts  that  have  been  canceled.  Al- 
though no  disbursements,  or  new  transactions,  may  be  charged  to  "M"  accounts  or 
other  canceled  accounts,  these  old  transactions  that  were  made  prior  to  the  cancella- 
tion of  the  "M"  accounts  remained  as  problem  disbursements  needing  to  be  resolved. 
These  problem  disbursements  were  the  ones  that  I  was  primarily  thinking  of  when 
I  approved  a  policy  of  not  requiring  the  DOD  Components  to  research  certain  older 
disbursement  transactions. 

GRASSLEY  AMENDMENT  "PREVALIDATION"  REQUIREMENT 

Senator  GLENN.  Senator  Grassley's  amendment  requires  DOD  to  verify  or 
"prevalidate"  that  funds  are  obligated  before  a  payment  is  made,  beginning  in  June 
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1995  for  payments  over  $5  million.  In  October  1995,  the  DOD  will  have  to  do  the 
same  prevail dation  for  payments  of  $1  million. 

How  do  you  plan  to  meet  these  requirements?  Do  you  expect  any  problems  in  com- 
plying with  the  Grassley  amendment? 

Mr.  Hamre.  In  order  to  meet  the  payment  prevalidation  requirements,  the  De- 
partment is  developing  an  automated  process  that  will  link  the  payment  and  ac- 
counting systems  and  allow  proposed  payment  transactions  to  be  matched  to  the  ac- 
counting records  prior  to  payment. 

Under  the  process  being  developed,  the  proposed  payments  will  be  transmitted  to 
the  accounting  station/system  where  the  proposed  payment  will  be  matched  to  the 
proper  obligation.  Also,  the  payment  amount  then  will  be  compared  to  unpaid  obli- 
gation amount  to  ensure  that  sufficient  funds  are  available  on  that  obligation.  If  the 
payment  matches  the  correct  obligation  and  the  unpaid  balance  is  sufTicient  for  the 
payment,  an  approval  transaction  will  be  transmitted  back  to  the  paying  system. 
If  the  proposed  payment  does  not  match  the  correct  obligation,  or  if  the  unpaid  bal- 
ance is  insufficient,  a  disapproval  transaction,  containing  the  reason  for  the  dis- 
approval, will  be  returned  to  the  paying  office.  If  a  proposed  payment  is  dis- 
approved, then  the  offices  involved  must  then  work  together  to  correct  the  identified 
problem.  Once  the  required  correction  is  processed,  the  payment  must  be 
revalidated  against  the  accounting  records  and  approval  transmitted  to  the  paying 
office  before  the  payment  can  be  made. 

Initially  the  Department  will  use  manual  procedures  to  prevalidate  the  proposed 
payments  over  $5  million.  By  October  1,  1995,  we  expect  to  have  automated  proc- 
esses in  place  to  prevalidate  payments  over  $1  million.  If  automated  process  are  not 
in  place  by  October  1,  1995,  the  Department  will  manually  prevalidate  payments 
over  $1  million.  I  plan  to  lower  the  prevalidation  threshold  as  quickly  as  we  can 
implement  the  necessary  automated  processes. 

I  do  not  expect  any  problems  implementing  the  first  phase  of  the  payment 
prevalidation  requirements — payments  over  $5  million.  While  we  will  be  manually 
pevalidating  payments  over  $5  million,  I  do  not  expect  the  volume  will  be  so  great 
as  to  cause  significant  problems.  I  am  not  as  confident  that  the  same  will  be  true 
as  we  lower  the  threshold  to  $1  million  and  expand  the  number  of  transactions 
being  prevalidated.  There  may  be  payment  delays  if  a  significant  number  of  pro- 
posed payments  do  not  successfully  match  on  the  first  attempt.  We  will  be  monitor- 
ing the  results  of  the  prevalidation  of  payments  over  $5  million  to  identify  areas 
needing  additional  attention  in  order  to  minimize  problems  when  the  threshold 
drops  to  $1  million. 

CROSS  FUNCTIONAL  STANDARDIZATION 

Senator  GLENN.  You've  identified  one  of  the  causes  of  your  problems  as  the  num- 
ber of  accounting  and  finance  systems  that  you  have  to  content  with  and  the  fact 
that  these  systems  are  all  different  and  often  incompatible.  You  testified  that  you 
are  taking  action  to  reduce  the  number  of  these  systems  and  to  reengineer  business 
practices. 

Can  you  comment  in  more  detail  on  how  success  in  the  financial  management 
arena  depends  in  part  on  the  modernization  and  standardization  of  systems  and 
data  elements  in  other  functional  areas  like  logistics  or  acquisition  or  personnel? 
What  progress  is  being  made  in  these  areas? 

Mr.  Hamre.  It  has  been  estimated  that  the  vast  preponderance  of  information 
(data  elements)  used  by  the  DOD  financial  management  community  originates  in 
business  areas  outside  of  the  financial  management  conununity.  Some  estimate  that 
this  figure  may  be  as  high  as  80  percent.  Consequently,  our  success  in  developing 
financial  management  systems  that  can  produce  reliable  information  are  highly  de- 
pendent on  obtaining  data  that  is  defined  and  processed  in  a  consistent  manner.  Ob- 
viously, our  financial  systems  also  are  dependent  on  having  information  transferred 
to  us  from  reliable  systems  in  other  business  functions. 

Substantial  progress  is  being  made  in  these  other  business  areas.  We  are  well  on 
our  way  to  arriving  at  standard  data  element  definitions  within  the  various  DOD 
functional  areas.  In  addition  to  defining  standard  data  elements  and  business  proc- 
esses, other  functional  areas  in  the  Department  are  standardizing  and  reducing  the 
number  of  business  systems  they  use.  As  is  the  case  with  the  financial  community, 
progress  in  other  functional  communities  is  the  direct  result  of  standardizing  di- 
verse and  complex  business  that  they  have  to  contend  with.  It  requires  painstaking 
work  but  will  result  in  the  business  environment  that  is  necessary  to  more  effi- 
ciently and  effectively  run  the  Department. 
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STANDARD  PROCUREMENT  SYSTEM 

Senator  Glenn.  The  Standard  Procurement  System  (SPS)  has  been  proposed  as 
a  long  term  solution  to  correct  your  disbursement  problems.  As  I  understand  it,  SPS 
is  supposed  to  combine  the  contract  administration  functions  of  the  current  system 
("MOCAS")  with  the  contract  writing  requirements  of  the  services.  Basically,  the 
system  will  have  a  shared  data  base  supporting  both  the  acquisition  and  financial 
management  communities.  How  is  this  program  oeing  managed? 

Mr.  HaMRE.  The  Standard  Procurement  System  (SPS)  Program  is  being  managed 
in  accordance  with  Department  of  Defense  Life  Cycle  Management  directives — DOD 
Instruction  (DODI)  8120  procedures  for  an  Automated  Information  System  (AIS). 
The  program  office,  Defense  Procurement  Corporate  Information  Management 
(CIM)  Systems  Center  (DPCSC),  was  established  within  the  Defense  Logistics  Agen- 
cy (DLA)  on  November  1,  1994  at  the  request  of  the  Director,  Defense  Procurement, 
tne  DPCSC  staff  is  augmented  with  representatives  from  the  Defense  Information 
Systems  Agency  (DISA),  the  Defense  Finance  and  Accounting  Service  (DFAS),  and 
the  Military  Departments.  DLA  Deputy  Director,  Acquisition  (DLA/AQ)  is  the  au- 
thorized Component  Acquisition  Executive.  The  SPS  Program  Office  receives  ap- 
proval to  proceed  from  the  Office  of  the  Secretary  of  Defense  (OSD)  through  Major 
Automated  Information  System  Review  Council  (MAISRC)  system  milestone  ap- 

Broval  documentation.  The  MAISRC  is  the  Milestone  Decision  Authority  (MDA).  The 
•LA  AIS  Review  Council  (DAISRC)  is  utilized  as  a  preliminary  review  step  for  each 
milestone  prior  to  formal  MAISRC  review  and  approval. 

Senator  Glenn.  Please  describe  the  funding  plans  and  the  implementation  sched- 
ule (could  the  program  be  implemented  faster  if  additional  funds  are  available?). 

Mr.  Hamre.  When  SPS  was  established,  program  funding  from  fiscal  year  1995 
through  fiscal  year  2005  was  planned  in  the  amount  of  $360  million.  This  funding 
supported  full  deployment  serving  48,663  users  at  1,502  sites  by  the  year  2005,  with 
estimated  benefits  of  $2,175  million. 

The  implementation  schedule  for  SPS  based  on  this  program  funding  is  as  follows: 


Fiscal 

year 

1996 

1997 

1998 

1999 

2000 

2001 

2002 

2003 

2004 

2005 

No.  of  Sites 

6 

450 
6,130 

400 
8,110 

195 
7,665 

216 
5,605 

124 
4,010 

16 
2.550 

34 
5,550 

40 
5,735 

21 

No.  of  Users 

300 

2.908 

If  the  program  were  deployed  DOD-wide  by  the  end  of  fiscal  year  2000,  total  pro- 
gram funding  of  $330  million  would  be  required  between  fiscal  year  1995  and  fiscal 
year  2000,  and  estimated  benefits  of  $2,876  million  would  be  generated.  This 
equates  to  additional  funding  of  $93  million  required  across  fiscal  years  1997  to 
2000. 

The  expedited  implementation  schedule  for  SPS  would  then  be: 


Fiscal  year 

1996 

1997 

1998 

1999 

2000 

No  of  Sites  

6 

842 
12,175 

411 
12,175 

164 
12,175 

79 

No  of  Users  

300 

11,838 

Senator  GLENN.  What  systems  will  you  continue  to  operate  until  SPS  is  in  place? 

Mr.  Hamre.  All  procurement  legacy  and  migration  systems  must  continue  to  oper- 
ate until  replaced  by  SPS.  These  include: 

Air  Force  —  AFMC  Suite,  AMIS,  BCAS. 

Navy  —  AMAS/CMS,  APADE,  ITIMP. 

Army  —  PADDS,  SAACONS. 

DLA  —  BOSS/Procurement,  DPACS,  MOCAS. 

Multiple  components  —  SACONS/Federal. 

Senator  GLENN.  What  are  the  technical  risks  associated  with  the  SPS  program 
and  what  are  you  doing  to  mitigate  them? 

Dr.  Hamre.  Overall,  the  technical  risk  of  the  SPS  program  is  being  reduced  by 
pursuing  acouisition  of  a  commercial  product.  A  draft  solicitation  was  released  in 
April  1995.  Numerous  responses  have  been  provided  by  industry  and  have  been 
taken  into  consideration  in  finalizing  the  request  for  proposal.  Release  is  projected 
for  later  this  summer. 
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The  other  technical  risk  is  the  availability  of  the  overall  information  infrastruc- 
ture. SPS  is  being  acquired  under  the  Open  Systems  architecture  and  maximizes 
the  technology  planned  as  part  of  the  Defense  Information  Infrastructure  at  the  end 
user  level,  regional  processing  centers  and  communications  links.  In  addition,  com- 
pliance with  the  American  National  Standards  Institute  guidance  is  being  inte- 
grated in  to  the  SPS  program.  An  example  of  this  is  the  planned  use  of  EC/EDI 
transactions. 

To  reduce  the  risk  of  multiple  systems  operating  without  connectivity,  SPS  is 
working  with  the  components  and  CEM  organizations  to  develop  interfaces  to  other 
functional  systems  as  SPS  deploys.  An  expedited  SPS  deployment  will  further  re- 
duce the  interface  risk  to  the  components  by  insuring  a  single  operational  functional 
system. 

To  reduce  the  risk  and  cost  of  duplicate  data  being  accessed  at  over  1,500  procure- 
ment sites  SPS  is  developing  an  integrated  Procurement/Acquisition  Shared  Data 
Base.  A  three-phased  plan  has  been  developed  to  mitigate  this  risk,  allowing  for 
Shared  Data  Base  updates  to  be  initially  accomplished  via  EC/EDI,  followed  by  di- 
rect asynchronous  updates,  and  eventually  evolving  into  two-phased  commits  from 
all  sites  across  the  system. 

All  technical  risks  are  being  addressed  in  program  planning  and  are  considered 
low-to-medium.  These  risks  are  being  closely  monitored  by  both  the  MAISRC  and 
DISA  as  the  technical  integrator  of  SPS. 

SUSPENDED  RECONCILIATION  FOR  OLD  UNMATCHED  RECORDS 

Senator  GLENN.  You  sent  me  a  letter  dated  May  5,  1995,  in  which  you  informed 
me  that  you  were  taking  actions  to  create  a  "Suspended  Reconciliation"  file  for  un- 
matched records  that  are  more  than  6  years  and  3  months  old,  or  are  from  contracts 
that  have  been  audited  and  closed  or  that  fall  below  the  small  purchase  threshold 
($25,000). 

You  indicated  that  you  are  suspending  research  on  these  records  because  you  be- 
lieve it  is  better  to  devote  your  limited  resources  to  getting  your  more  recent  records 
straight  and  fixing  the  underlying  problems  that  created  the  unmatched  records  in 
the  first  place. 

You  made  a  distinction  that  this  one-time  exception  applies  only  to  the  require- 
ment to  research  records,  that  "no  exception  is  provided  to  the  requirement  to  fund 
negative  unliquidated  obligations  or  unmatched  disbursements  that  are  not  elimi- 
nated by  being  properly  matched  to  the  correct  obligation. 

First,  do  you  have  a  feel  for  how  much  it  would  cost  to  conduct  the  research  nec- 
essary to  reconcile  these  records  or,  the  Hip  side  of  that,  how  much  your  decision 
will  save  by  suspending  reconciliation? 

Dr.  Hamre.  The  cost  to  attempt  to  fully  research  and  correct  all  of  the  old  problem 
disbursements  would  be  high  and  even  then  it  is  unlikely  that  we  would  be  able 
to  find  sufficient  documentation  to  accurately  correct  a  large  number  of  these  trans- 
actions. As  I  noted  in  my  letter  of  May  5,  1995,  we  estimate  that  there  are  over 
400,000  transactions  over  6  years  old,  and  another  100,000  that  are  over  4  years 
old,  most  dating  from  before  the  Defense  Finance  and  Accounting  Service  was  cre- 
ated. While  not  all  of  these  transactions  will  quaUfy  for  suspended  action,  I  expect 
that  the  majority  of  the  suspended  transactions  will  come  from  these  two  groups. 
In  many  instances,  the  original  files  have  been  destroyed  because  the  field  oper- 
ations only  had  to  retain  records  for  a  little  over  6  years.  Also,  our  experience  to 
date  indicates  that  the  cost  to  research  individual  transactions  increases  signifi- 
cantly as  the  transactions  get  older. 

Susf)ending  research  efTorts  will  not  generate  savings  in  the  sense  that  it  will  not 
impact  on  current  appropriated  fund  requirements  for  payments.  However,  what  it 
win  do  is  allow  the  Department  to  concentrate  more  of  its  limited  resources  on  fix- 
ing the  underlying  processes  and  systems  that  cause  these  problems.  In  turn,  this 
will  allow  the  Department  to  stem  the  flow  of  future  negative  unliquidated  obliga- 
tions and  unmatched  disbursements.  Further,  it  will  allow  the  Department  to  focus 
additional  research  efforts  on  more  recent  problem  disbursements.  (The  Depart- 
ment's experience  is  that  it  has  a  better  chance  of  successfully  researching,  resolv- 
ing, and  correcting  more  recent  problem  disbursements.) 

Senator  Glenn.  What's  the  dollar  value  of  the  records  affected  by  your  suspen- 
sion? Does  this  involve  the  "M"  accounts? 

Dr.  Hamre.  I  believe  the  dollar  value  of  the  affected  records  will  be  significant — 
most  likely  a  few  billion  dollars.  However,  the  actual  dollar  value  of  the  suspended 
transactions  will  not  be  known  until  all  of  the  eligible  transactions  have  been  identi- 
fied. As  indicated  in  my  letter  dated  May  5,  1995,  the  Department  will  provide  a 
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report  on  the  amount  of  such  transactions  once  the  transactions  have  been  fully 
identified  following  the  September  30,  1995,  expiration  date  of  this  policy. 

With  respect  to  the  former  "M"  accounts,  they  are  covered  by  this  policy.  The  De- 

Eartment  has  over  $5  billion  in  problem  disbursements  in  the  former  "M  accounts, 
[owever,  not  all  of  the  $5  billion  will  be  eligible  for  suspended  action.  (The  amount 
that  is  eligible  is  undetermined  at  this  time.)  Since  these  payments  already  have 
occurred,  and  were  charged  to  the  former  "M"  accounts,  before  the  "M"  accounts 
were  canceled,  no  new  additional  payments  are  involved. 

Senator  GLENN.  How  does  the  requirement  to  fund  negative  unliquidated  obliga- 
tions and  unmatched  disbursements  relate  to  these  records — are  we  spending  money 
as  a  result  of  this  requirement? 

Dr.  Hamre.  The  requirement  to  fund  these  transactions  will  not  result  in  addi- 
tional payments.  Each  unmatched  disbursement  and  negative  unliquidated  obliga- 
tion represents  a  payment  that  already  has  been  made  and  was  charged  to  a  DOD 
appropriation  at  the  time  of  the  payment.  In  order  to  ensure  that  the  unobligated 
balances  of  the  Department's  appropriations  are  not  overstated,  I  am  requiring  that 
unobligated  balances  be  reduced  oy  the  amount  of  disbursements  that  have  not  been 
matched  to  a  prior  obligation  within  180  days  after  payment. 

Senator  Glenn.  Do  you  know  whether  these  negative  unliquidated  obligations 
and  unmatched  disbursements  involve  Overpayments  to  contractors? 

Dr.  Hamre.  I  cannot  say  absolutely  that  there  are  no  overpayments  involved  in 
the  transactions  that  are  eligible  for  sued  action.  However,  I  do  believe  that  the  ap- 
proved criteria  minimizes  that  risk.  And,  since  the  Office  of  the  DOD  Counsel  and 
the  Inspector  General  both  concurred  in  the  criteria,  I  believe  that  they  also  see  the 
risk  as  minimal.  For  example,  one  criteria  for  contracts  is  that  the  contract  was  au- 
dited and  closed  with  no  outstanding  claims.  If  these  actions  have  been  completed, 
it  is  not  likely  that  an  overpayment  exists.  Another  criteria  for  contracts  is  that  the 
final  payment  on  a  contract  must  have  occurred  prior  to  January  31,  1989.  (As 
records  for  such  payments  are  not  required  to  be  maintained  for  more  than  6  years 
and  3  months,  it  is  unlikely  that  such  records  would  still  be  available.)  If,  in  the 
unlikely  event  that  an  overpayment  actually  has  occurred,  it  is  not  likely  that  suffi- 
cient documentation  would  be  available  to  enable  the  Department  to  sustain  a  claim 
against  a  contractor. 

Senator  Glenn.  This  "one  time  exception"  authority  expires  on  September  30, 
1995.  Do  you  expect  to  resolve  this  problem  by  September  30 — what  happens  after 
that  date? 

Dr.  Hamre.  I  believe,  that  by  September  30,  1995,  the  Department  will  identify 
most  of  the  transactions  that  qualify  for  suspended  action  under  this  policy.  For 
those  that  may  not  be  identified,  the  Department  will  continue  its  efforts  to  fully 
research  and  correct  any  remaining  problem  disbursements. 

CONTRACTOR  OVERPAYMENTS 

Senator  Glenn.  I  know  the  issue  of  contractor  overpayments  has  gotten  a  lot  of 
attention,  as  we  saw  on  the  front  page  of  the  Washington  Post  this  past  Weekend. 

Can  you  describe  for  the  subcommittee  the  magnitude  of  the  problem.  What 
progress  are  you  making  in  getting  the  overpayment  problem  under  control?  Have 
you  instituted  any  policy  or  system  changes  that  will  prevent  future  contractor  over- 
payments? 

Dr.  Hamre.  In  the  area  of  contractor  overpayment,  we  have  established  a  senior 
level  Acquisition  and  Financial  Management  Panel  to  identify  and  develop  courses 
of  action  to  correct  all  deficiencies.  Obviously,  the  real  answer  to  ensure  proper  pay- 
ment to  our  contractors  and  vendors  is  to  develop  a  highly  automated  system  that 
serves  the  acquisition,  financial,  accounting,  and  contractor  communities  from  a  sin- 
gle data  base.  This  is  the  future  concept  that  we  are  operating  under,  and  bans  are 
well  underway  to  make  this  happen.  In  the  interim,  we  have  taken  a  number  of 
measures  to  reduce  our  overpayments.  We  have,  for  example,  reduced  overpayments 
from  $792  million  in  fiscal  year  1993  to  $137  million  for  the  first  6  months  of  fiscal 
year  1995.  We  project  that  the  annual  level  for  fiscal  year  1995  will  represent  about 
a  65  percent  reduction  compared  to  prior  levels.  This  is  something  that  we  are  very 
proud  to  report. 

GENERAL 

Senator  Glenn.  Based  on  the  latest  audit  reports  by  the  Army  and  Air  Force 
Audit  Agencies,  as  well  as  information  from  GAO,  DOD  is  still  several  years  away 
from  having  an  effective  transaction  driven  general  ledger.  Why  is  it  taking  so  long 
to  develop  something  that  is  so  basic  to  sound  accounting  practices,  and  so  common 
everywhere  except  the  Federal  Government? 
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Dr.  Hamre.  a  transaction-driven  general  ledger  is  dependent  on  information  de- 
rived from  the  original  sources  of  input  generated  from  a  multitude  of  sources. 
These  sources  in  the  DOD  involve  business  practices  that  are  widely  disparate  and 
complex.  Examples  include  hospitals,  shipyards,  training  installations,  laboratories, 
manufacturing  and  supply  depots,  printing  plants,  installations  in  numerous  coun- 
tries around  the  world,  ships  at  sea  and  forces  deployed  on  a  temporary  basis  to 
numerous  actual  or  potential  trouble  spots.  Defining  business  processes,  gathering 
information,  and  providing  for  automated  links  to  financial  systems  for  each  of  these 
scenarios  provide  formidable  challenges  to  achieving  a  transaction-driven  general 
ledger. 

It  should  be  noted  that  even  some  of  the  largest  companies  in  the  private  sector 
do  not  always  have  transaction-driven  general  ledgers  for  many  of  the  same  basic 
reasons.  Complex  business  processes  require  substantial  analysis  and  do  not  always 
lend  themselves  economically  to  a  total  transaction-driven  general  ledger. 

THE  SERVICES 

Senator  Glenn.  Although  most  DOD  organizations  have  been  producing  financial 
statements  for  several  years  now,  none  of  the  major  components  has  been  able  to 
produce  auditable  statements.  GAO  testified  today  that  this  is  due  in  part  to  that 
fact  that  many  of  the  weaknesses  it  found  in  the  first  audits  of  the  Air  Force  and 
Army  continue  today. 

What  is  preventing  these  problems  from  being  corrected  and  can't  we  apply  any 
of  the  lessons  learned  from  the  early  Army  and  Air  Force  audits  to  the  Navy? 

Dr.  Hamre.  Both  the  Army  Audit  Agency  and  the  Air  Force  Audit  Agency  cited 
the  lack  of  a  transaction  driven  integrated  general  ledger  as  the  overarching  prob- 
lem preventing  a  qualified  or  unqualified  opinion  on  the  services'  financial  state- 
ments. Lacking  a  complete  general  ledger,  the  reported  value  of  fixed  assets  are  de- 
rived from  logistics  systems  designed  to  manage  assets  or  physically  account  for 
those  assets.  Those  logistics  systems  do  not  interface  with  the  accounting  systems, 
and  too  often  do  not  contain  complete  and  accurate  financial  data. 

The  lessons  learned  from  earlier  audits  of  the  Air  Force  and  Army  are  being  im- 
plemented in  the  development  and  implementation  of  the  Department's  migration 
system  strategy.  Financial  management  systems  in  the  Department  are  being  iden- 
tified, modified  as  necessary  to  meet  Department-wide  requirements,  and  imple- 
mented as  migration  systems  within  the  Department.  To  date,  a  number  of  migra- 
tion systems  have  been  selected.  These  include  designated  systems  for  civilian  pay, 
military  retiree  and  annuitant  pay,  military  pay,  transportation  payments,  debt 
management,  and  contract  payment.  The  Department  is  continuing  the  process  of 
evaluating  functional  migration  accounting  systems.  These  migration  systems  even- 
tually will  evolve  into  standard  Departmental  systems.  Selected  systems  will  be 
used  on  a  Department-wide  basis  as  the  transition  is  made  from  the  over  250  ac- 
counting systems  in  use  today  to  a  more  limited  number  of  standard  accounting  sys- 
tems. 

Senator  Glenn.  Which  of  the  services  do  you  expect  to  be  the  first  to  produce 
auditable  statements?  Which  will  be  the  last  and  why? 

Dr.  Hamre.  Given  the  audit  community's  overriding  requirement  that  auditable 
financial  statements  can  only  be  produced  from  a  transaction  driven  general  ledger 
accounting  system,  the  DOD  component  where  the  Defense  Finance  and  Accounting 
Service  first  can  fully  implement  its  migration  system  strategy  is  likely  to  be  the 
first  DOD  component  to  produce,  auditable  financial  statements.  This  could  be  a  sin- 
gle DOD  Component  first,  or  perhaps  two  or  more  components  at  the  same  time. 

Senator  Glenn.  Billions  of  dollars  in  Government-owned  property  is  in  the  hands 
of  DOD  contractors.  In  its  audit  of  the  Army's  1994  financial  statements,  the  Army 
Audit  Agency  reported  that  the  Army's  records  for  Government-furnished  property 
are  still  unauditable,  and  that  this  also  continues  to  be  a  DOD-wide  problem.  This 
is  similar  to  what  GAO  was  saying  about  the  Army  for  fiscal  year  1991.  Has  any 
progress  been  made  in  these  3  years? 

Dr.  Hamre.  There  has  been  very  little  progress  to  date.  The  Federal  Acquisition 
Register,  Part  45,  "Government  Property,"  places  responsibility  with  the  Depart- 
ment's contractors  for  accountability  and  for  keeping  the  Government's  official  ac- 
countability records  of  Government  property  in  their  pwssession.  In  addition,  the 
FAR  directs,  in  general,  that  duplicate  omcial  records  not  be  maintained  by  Govern- 
ment personnel.  The  Department's  contractors  records  are  not  directly  linked  with 
the  Department's  financial  records.  Required  information  for  financial  statement 
purposes  flows  from  the  contractors,  to  the  Department's  logistic  community,  and 
then  to  the  financial  community.  These  circumstances  create  a  challenge  that  the 
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Department  has  found  difficult  to  overcome.  However,  the  Department  continues  to 
work  toward  a  solution. 

DFAS'  STATEMENTS 

Senator  GLENN.  The  DOD  Inspector  General  recently  tried  to  audit  DFAS's  finan- 
cial statements  and  these  apparently  could  not  be  audited. 

Is  this  correct?  You  woula  think  the  Finance  and  Accounting  Service  would  be 
able  to  produce  auditable  financial  statements.  Why  couldn't  they? 

Dr.  Ramre.  The  Department  of  Defense  Inspector  General  did  not  perform  a  sepa- 
rate audit  of  the  Defense  Finance  and  Accounting  Service's  Chief  Fmancial  Officer 
Fiscal  Year  1994  financial  statements.  Therefore,  the  auditors  have  not  issued  an 
opinion  or  taken  a  formal  position  regarding  the  Defense  Finance  and  Accounting 
Service's  flnancial  statements. 

DOWNSIZING 

Senator  GLENN.  DOD  is  continuing  to  downsize  its  workforce.  How  is  this 
downsizing  affecting  financial  management  reform  efforts? 

Dr.  Hamre.  During  the  last  4  years,  the  Department  has  been  undertaking  the 
consolidation  and  standardization  of  finance  and  accounting  procedures,  systems 
and  operations.  Through  these  efforts,  we  are  reducing  costs  and  streamlining  our 
finance  and  accounting  functions,  while  eliminating  duplication  and  redundancy.  Al- 
though the  downsizing  of  the  Department's  workforce  presents  many  challenges,  we 
do  not  envision  that  downsizing  actions  will  preclude  the  achievement  of  the  Depart- 
ment's goal  to  effect  financial  management  reform. 

SAVINGS  achieved 

Senator  GLENN.  The  consolidation  of  Defense  finance  and  accounting  into  one  or- 
ganization, DFAS,  was  to  provide  significant  savings.  What  savings  have  been  real- 
ized to  date? 

Dr.  Hamre.  Since  the  establishment  of  DFAS  in  1991,  it  is  anticipated  that  the 
Department  will  realize  over  $180  million  in  savings  by  the  end  of  fiscal  year  1995. 

EXECUTION  OF  CONSOUDATION 

Senator  GLENN.  DFAS  is  undergoing  the  process  of  consolidating  its  operations 
into  the  5  major  existing  centers  and  20  other  operating  locations.  Have  the  func- 
tions and  responsibilities  for  each  operating  location  been  determined?  Why  did  you 
decide  to  establish  these  20  additional  sites? 

Dr.  Hamre.  Under  the  Defense  Finance  and  Accounting  Service  Consolidation 
Plan,  existing  Defense  Finance  and  Accounting  Service  centers  in  Cleveland,  Colum- 
bus, Denver,  Indianapolis,  and  Kansas  City  will  continue  their  roles  as  major  cen- 
ters. The  21  operating  locations  will  be  satellites  reporting  to  the  present  centers. 
The  operating  locations  will  perform  accounting,  vendor  payments,  disbursements, 
and  civilian  pay  functions  for  Army,  Navy,  Air  Force  and  DOD  customers.  Work  at 
the  operating  locations  is  generally  organized  along  customer  lines  with  some  cross 
service  operations. 

The  21  sites  selected  will  enable  the  Defense  Finance  and  Accounting  Service  to 
consolidate  at  a  faster  pace,  thus,  achieving  savings  more  quickly.  Additionally,  it 
will  enhance  standardization  and  enable  DOD  to  streamline  its  financial  operations. 

[Whereupon,  at  12  p.m.,  the  hearing  v^^as  adjourned.] 
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